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The world this week 
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Political suicide 

| Israel's main retaliation 
against an onslaught of sui- 
cide bombs was political: it 
closed Orient House, the Pal- 
estinians’ de facto headquar- 
ters in East Jerusalem. It also 
briefly sent tanks into Jenin, 
threatened Beit Jalla and as- 
sassinated a Fatah fighter. 
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In Macedonia political parties 
of the rival ethnic groups 
signed a NATO-inspired peace 
accord that promises ethnic 
Albanians something closer to 
equality in the state. Ethnic- 
Albanian rebels promised to 
hand over their weapons, to 
be collected, under the deal, 
by a NATO force. NATO de- 
cided to send an advance 
group of 400 soldiers even 
though its conditions for send- 
ing the full force—including a 
durable ceasefire—had not yet 
been met. 





Japan’s prime minister, Jun- 
ichiro Koizumi, angered China 
and other countries it fought 
in the second world war by 
visiting the Yasukuni shrine 
for the war dead, including 
some condemned as war 
criminals. 


The Bank of Japan took sur- 
prise measures to give the fal- 
tering economy a much- 
needed boost by easing mone- 
tary policy. The move met 
with approval: the Nikkei 225 
index flew up by nearly 4% in 
a day. Revised figures showed 
that Japan’s GDP rose slightly 
| inthe first quarter of the year 
instead of falling. 





The euro hit a five-month 
high, rising above 90 cents 
against the dollar. The IMF 
gave a warning that America’s 
current-account deficit was 
unsustainable and that the 
dollar was likely to weaken 
further. The dollar also slid 
against the yen. 


America’s economy suffered. 
Industrial production fell for 
the tenth month in a row to 
end 3.2% down in the year to 
July. Germany’s economy is 
also in trouble. The Bundes- 
bank estimated that GDP was 
flat in the second quarter. 


No farewell to arms 

The British government sus- 
pended political institutions 
in Northern Ireland, after 
Unionists there refused to ac- 
cept the rra’s talk of a 
“scheme”—no details, no 


date—for weapons-decommis- 


sioning as a substitute for ac- 
tion. The IRA promptly 
withdrew its scheme. 


Three suspected members of 
the IRA were arrested in Bo- 
gota. Colombian army chiefs 
said that they had been giving 
bomb-making courses to the 
FARC guerrillas. 


While Spain’s central and 
Basque-region politicians 
swapped insults over the re- 
gional police force's willing- 
ness to fight ETA terrorists, 
ETA supporters publicly com- 
memorated four of them 
blown up by their own bomb 
a year ago. 
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new Islami party, ARN i 
while, civilians are openty 
questioning the political role 
of the armed forces, deter- 
mined enemies of religious 
influence in politics. 


Bombed in Saudi 

On Saudi Arabian television, 
three more Britons confessed 
to carrying out bomb attacks. 
The incidents are all thought 
to be connected with the ille- 
gal trade in alcohol. 


i. 

For his second term, Iran's 
president, Muhammad Kha- 
tami, disappointed reformists 
by largely reappointing his old 
cabinet of moderate loyalists. 


American and British aircraft 
twice attacked anti-aircraft 
sites in southern Iraq. Syria’s 
prime minister paid a ground- 
breaking three-day visit to 
Baghdad. Č. 


Divided over Kashmir 

The Indian prime minister, 
Atal Behari Vajpayee, marked 
independence day by blaming 
Pakistan for wrecking rela- 
tions between the two coun- 
tries and “believing it can gain 


Kashmir through terrorism”. 


Pakistan's President Pervez 
Musharraf promised a general 
election for October 2002, but 
it looked likely that the coun- 


try would stay under military _ 


control. 
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Conduct unbecoming 


Congressman Gary Condit re- 
jected calls for his resignation 
by two Californian newspa- 
pers over his “abhorrent” con- 
duct in the case of a missing 
intern, Chandra Levy. 


State governments expressed 
concern that federal legisla- 
tion on patients’ rights would 
offer less protection to con- 
sumers than state laws al- 
ready in place. 


A Justice Department report 
on the Los Alamos spy in- 
quiry said that the FB1’s inves- 
tigation was deeply flawed 
from the beginning, had 
looked into the wrong crime 
and had ignored some poss- 
ible suspects. 





A United States federal judge 
ruled that controversial snap- 
shots of Barbie, an iconic plas- 
tic doll, were protected by the 
photographer's free-speech 
rights. Mattel, which makes 
the dolls, plans to appeal. 


Loan agreement? 

After several days of talks, offi- 
cials from Argentina were re- 
portedly close to an 

agreement with the IMF over 

a new loan aimed at calming 
continued fears of a debt de- 
fault or devaluation. _” we 





-~ > Meanwhile, Brazil slipped to- 
“wards recession. Its economy 
shrank by nearly 1% in the sec- 
-ond quarter compared with 
the first. 
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Cuba’s Fidel Castro watched 
as Presidents Fernando 
Henrique Cardoso of Brazil 
and Hugo Chavez of Venezu- 
ela inaugurated a 680km (425- 
mile) electricity-transmission 
line linking their two coun- 

tries. 


> Corruption rules 
_ Kenya's parliament threw out 


an anti-corruption bill despite 
a first-time visit from the presi- 


-> dent, Daniel arap Moi, to en- 


- courage it through. Rejecting 
the bill puts in doubt millions 


_ of dollars in aid. Opponents 


argued that the bill was not 
tough enough. 


_ As the situation in Zimbabwe 


worsened, the Southern Af- 
rica Development Commu- 








nity took away the | 
chairmanship of its defence 
committee from Robert Mu- ` 
gabe and said they were wor- 
ried about the “spillover 
effect” of the troubles there. 
Attacks continued on around 
100 white-owned farms. Four 
journalists from the main in- 
dependent newspaper were 
arrested but released by a 
court. 


A triumph for family values: 
under pressure from the pope 
himself, Archbishop Em- 
manuel Milingo, from Zam- 
bia, agreed in Rome to 
abandon his South Korean 
wife, married in a Moonie 
ceremony in May, and “return 
to the church”. I’m pregnant, 
he’s been drugged, said she. 


German fall-out 

The relationship between 
Deutsche Bank and Deut- 
sche Telekom became frosty 
after the bank disposed of 
shares in the telecoms giant 
worth around €1 billion 
($880m) on behalf of an un- 
named seller. Coincidentally, 
Deutsche Bank issued a re- 
search report, which recom- 
mended purchasing Deutsche 
Telekom shares around the 
time of the sale. 


Morgan Grenfell’s name 
looked likely to disappear 
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after 163 years in investment 
banking. Deutsche Bank, 
which acquired Morgan Gren- 


' fell some 12 years ago, intends 


to fold Morgan Grenfell Priv- 
ate Equity into its own private 
equity division, DB Capital 
Partners. 





Bayer, a German drug com- 
pany, said that it was consid- 
ering a co-operative venture 
for its drug business with a 
larger pharmaceutical com- 
pany; a sell-off could follow. It 
had previously announced 
the withdrawal of an anti-cho- 
lesterol treatment. That will 
wipe up to $650m ($590m) off 
full-year profit and result in 
the loss of 5,000 jobs. 


Profits fell at UBS by 26% in 
the latest quarter compared 
with a year ago. Shares in 
Switzerland’s biggest bank 
rose; profits had been ex- 
pected to fall further. Citi- 
group, the world’s biggest 
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financial conglomerate, said 
that it would cut 3,500 jobs 
over the coming year to bol- 
ster slowing profits. 


The IMF and the World Bank | 
decided to shorten to two | 
days September's annual 
meeting in Washington, DC, 
fearing a repeat of the vio- 
lence witnessed at a recent G8 | 
summit in Genoa. Anti-global- 
isation protesters claimed a 
victory in the fight against 
global capitalism but said that ` 
they would turn up and prot- 
est anyway. 


Low-flying { 
US Airways became the lates 
airline to reveal that it was suf- 
fering from the economic 
downturn and the decline in 
business travel. It issued a pro- 
fit warning, saying that losses 
for the next quarter will ex- 
ceed $160m. 
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Out of office 

Blue-chip companies were 
glum on both sides of the At- 
lantic. Continued huge losses 
and an ever-dwindling share 
price persuaded Mark 
Schneider to quit as chairman 
and chief executive of UPC, a 
Dutch cable firm. Enron, the 
world’s largest energy trader, 
lost its president and chief ex- 
ecutive, Jeffrey Skilling. He 
quit the American power 
giant for personal reasons 
after just six months in the 
job. 


Some executives who were 
“let go” recently had cause for 
celebration. Michael Bonsig- 
nore, former chief executive at 
Honeywell International, 
will receive $9m as a separa- 
tion payment, as well as a va- 
riety of perks including 
executive travel (but not use of 
the office jet). 


Lucent Technologies, a strug- 
gling telecoms-equipment 
company, agreed to pay Rich- 
ard McGinn, its former chair- 
man and chief executive, a 
package worth $13m for barely 
three years’ service. Deborah 
Hopkins, a former chief finan- 
cial officer, will get near $5m. 


Other economic data and news 
can be found on pages 80-82 
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Leaders 


The politics of human rights 


The Economist Au 


Doesit help to think of poverty or inadequate health care as violations of basic rights? 


a 66 ONSENSE upon stilts”— 
this was Jeremy Ben- 
tham’s assessment of the 
French revolutionaries’ Declara- 
tion of the Rights of Man and of 
" the Citizen, which deemed that 
! all people had certain natural 
: - s and unalterable rights. Ben- 
tham felt that rights were man-made, and could not spring 
from mere assertions of principle. As he put it, “Right...is the 
child of law; from real laws come real rights; from imaginary 
laws, from laws of nature, fancied and invented by poets, rhet- 
oricians, and dealers in moral and intellectual poisons, come 
imaginary rights, a bastard brood of monsters.” 

After the second world war, members of the United Na- 
tions produced two successors to the French declaration. The 
first, the International Covenant on Civil and Political Rights, 
might have met with Bentham’s approval. The rights listed in 
it, such as the right to vote, the right not to be tortured, and the 
right to free speech, found wide support in real laws, at the na- 
tional and the international level. The second, the Interna- 
tional Covenant on Economic, Social and Cultural Rights, as- 
serted that all humans have the rights to health, food and 
employment. This looks the sort of bastard brood that would 
put Bentham in a pickle, were he not so already. Lacking any- 
thing approaching universal legal support, these “rights” are 
routinely violated in all corners of the world. 

But that is exactly why such rights, without the inverted 
commas, need to be moved further up the world’s political 
agenda-or so, increasingly, it is argued. Up to now, claims to 
such rights have received short shrift from governments and 
lobbyists. Human-rights groups who campaign against viola- 
tions of civil and political rights have often ignored the econ- 
omic and social kind. Today, some of these organisations are 
thinking about bringing rights to food, health care and fair 
wages into their remit. The policy-making body of Amnesty 
International, the largest and most important of these groups, 
is meeting in Dakar to decide if it should expand its mandate 
(see pages 18-20). Does it make sense to accord the status of 
rights to demands of this sort? 






Ought implies can 
Philosophically, and with all due respect to Bentham, itis diffi- 
cult to make clear-cut distinctions between the traditional 
“first-generation” rights and the newer “second-generation” 
variety. The idea that only first-generation rights lend them- 
selves to legal codification is wrong. Certainly, they lend them- 
selves to it far more easily, because the adjudications they re- 
quire are simpler. But in many countries, the reach of national 
law has already extended far into the social and economic 
realm. So the question is not whether it is possible to expand 
the concept of human rights but whether it makes sense to, es- 
pecially in the developing countries where these new rights ei- 
ther do not exist or are widely ignored. 

A few other broad-brush distinctions also get fuzzy when 
you examine them more closely. First-generation rights are 


said to be “negative liberties” (freedoms from, rather than free- 
doms to). Negative liberties, since they call for acts of omission 
rather than commission, tend to be cheap to protect, and also 
have the handy property that they cannot clash with each 
other: nobody is ever forced to choose between not being a 
torturer and not being a slave-owner. In contrast, it is argued, 
“positive liberties”, such as the right to health care, may be 
very expensive to provide, and governments will often have 
to choose to recognise some and ignore others simply as a mat- 
ter of economic necessity. 

There is a lot of truth in all that, but again the issue is not as 
clear-cut as one would wish. The right to vote, a first-genera- 
tion right, is a positive liberty not a negative one, and it costs 
something to honour. There are fiscal limits to the protection 
of negative liberties just as there are to the protection of posi- 
tive ones (think of the cost of national defence, or of the police 
and criminal-justice systems). And arguments that deem any 
given positive liberty too expensive to protect are really say- 
ing, in part, that the property rights recognised in the existing 
distribution of income must take priority over any new rights. 
Perhaps they should take priority—but advocates of the new 
rights are at least entitled to ask, on what grounds? 


Perils of inflation 

The simplest and most telling arguments against the adoption 
of universal economic and social rights are not philosophical, 
but practical. The new rights will have to be defined in the 
vaguest, most general terms if they are to be plausibly univer- 
sal in scope. These rights will either mean nothing, if they are 
regarded only as empty platitudes; or, if the intention is to 
move from stating rights to enforcing laws, they will be con- 
stitutionally dangerous. Vague laws would invite, and indeed 
require, courts rather than governments to settle arguments 
about social justice. Advocates may not mind this: the courts, 
they imagine, will give them an extra lever to use in pushing 
policy in their desired direction. But they must recognise that 
in practice this amounts to subordinating the popular will to 
the rule, not of law, but of judges. A further risk, in practice, is 
that trade and other international agreements may be framed , 
(not always disinterestedly) to punish countries that violate 
the new rights—leaving the people whose rights have been vi- 
olated even poorer than they were to begin with. 

Lastly, there is the question of tactics. Amnesty Interna- 
tional, especially, owes much of its moral authority to its de- 
fence of freedoms that are recognised across nearly all of the 
ideological spectrum, a stance that has lifted the organisation 
above the ordinary political fray. This would have to change: 
arguments over social and economic policy are the very stuff 
of party politics. Rather than investing demands for social re- 
form with the moral authority of their campaign for basic lib- 
erties, as they may hope to, human-rights watchdogs run the 
risk of doing the opposite: tainting their defence of basic liber- 
ties with an overtly political platform on social and economic 
policy. That would be a pity. Alas, there will be enough injus- 
tice of the traditional sort to keep the watchdogs usefully em- 
ployed for many years yet. m 





‘Israel and the Palestinians 


Into the dark 


Blocking hope of an Israeli-Palestinian settlement could have awful consequences 


OPELESSNESS and horror 

are near neighbours, the 
one engendering the other. Un- 
T happily, Israel’s long-term stra- 
tegic response to last week's 
bloody business, when 15 peo- 
ple at a Jerusalem pizza restau- 
i rant were blown up by a sui- 
cide- bomber i may have pened the way for more such 
horrors by extinguishing the hope of an eventual decent and 
peaceful arrangement. 

Facing an onslaught of suicide-bombers (there was a less 
awful incident in a Haifa café this week, other attempts have 
been foiled and more are promised), the Israeli government 
can present good reasons for its tactical responses, including a 
tank incursion into Palestinian-controlled territory. But the 
seizure and closure of Orient House in East Jerusalem is of a 
different order. It carries an all-important message, embodied 
in the heart of the current Israeli government's policy: the Pal- 
estinians must abandon all prospect of a political settlement 
even roughly along the lines of the one they were negotiating 
last year with the previous government. 

Orient House, an Ottoman building, is doubly symbolic 
both to the Palestinians and to the wider Arab world. Its choice 
as the Palestinian delegation’s headquarters ten years ago, 
when Israel and its Arab neighbours boldly embarked on the 
Madrid peace conference, made it an emblem of the longed- 
for turn from war to peace. At the same time, its geography 
kept alive the dream that East Jerusalem, or some of it, would 
be an integral part of a future Palestinian state. Through “un- 
derstandings” with successive, and often reluctant, Israeli gov- 
ernments, it became a hub of Palestinian political activity. The 





late Faisal Husseini, whose family owns the land it stands on, 
was the benign king of a castle that was packed with political 
and welfare offices, plus visiting foreigners: it was too open for 
the sinister goings-on that Israelis now hint at. 

Except, that is, to an Israeli prime minister who sincerely 
holds that any concession to Palestinian national sentiment is 
sinister. On the political front, Ariel Sharon's single-minded 
and remarkably consistent policy is to block the measures that 
might once have pointed the way to an agreed settlement. He 
has, for instance, started populating the empty slice of Israel 
near Gaza that had been earmarked as a possible swap in a ter- 
ritorial agreement. The closure of Orient House, planned well 
in advance, was Mr Sharon's sensational way of blocking all 
of Jerusalem, east and west, from Arab sovereign aspirations. 

How much does that matter? After all, in the current ever- 
widening cycle of violence, the possibility of a lasting political 
settlement is fast receding in the direction of never-never land. 
The overriding aim in these vile Middle Eastern times is an 
end to the killing, a genuine ceasefire, rather than the once 
blessed prospect of a sustainable peace. 

The two aims may be distinct, but approaching them in iso- 
lation is a path to disaster. Israel has all the means at its dispo- 
sal, but brute force alone is unlikely to bring this particular war ` 
of attrition to an end. From Mr Sharon’s perspective, the extin- 
guishing of false Palestinian hopes is realism: the occupied 
people have to learn to accept the imposition of his new condi- 
tions. But punished by the Israelis, let down by their own lead- 
ers, the Palestinians are getting to the dangerous state of be- 
lieving they have nothing to hope for and little to lose; they are 
close to accepting the militants’ creed that if they, as a people, 
have to suffer, let the Israelis suffer too. Their land, unlit by 
hope, is darkened by despair, and the vengeance for blood. m 





NATO and Macedonia 
Once more unto the breach 


No time for cold feet as NATO prepares to intervene in Macedonia 


a E ALL sounds troublingly fa- 
miliar. For the fourth time in a 


decade, a multinational military 
force is preparing to intervene in 
į a Balkan hot spot, amid high- 
minded rhetoric about staunch- 
ing the flow of blood and creat- 
ing conditions in which the re- 
gion’s future can at last be settled peacefully. 

This time the war zone is Macedonia, and the force of some 
3,500 soldiers is a NATO-led, British-dominated coalition of a 
dozen nations. Its task is to relieve an ethnic-Albanian rebel 
force of weapons that they have agreed to surrender in return 
for an amnesty, part of a peace deal signed this week with the 
Macedonian government (see page 37). NATO insists the job 





will last only a month—though all past experience in the Bal- 
kans suggests that the task it is about to take on will turn out to 
be neither that simple, nor that short. 

If the going does get tougher for NATO, that will come as 
rude shock to most of its citizens. Their governments have told 
them remarkably little about this latest outbreak of the Balkan 
disease—or about its potential to re-poison the entire region 
with a deadly mixture of ethnic hatred and opportunistic vio- 
lence. They have instead played down the gravity of the situa- 
tion, and hence the difficulty of NATO’s task. That may yet 
prove to have been a mistake. The stakes in Macedonia are om- 
inously high. 

If the operation does succeed, NATO governments will 
have learned the most important lesson from past Balkan mis- 
steps. For once, they will have quashed violence at a relatively » 
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> early stage, before it takes on truly horrific dimensions—as of which had its own agenda. Worst of all, there were no clear 


happened in Croatia, Bosnia and Kosovo. The fighting so far 
between Macedonia’s Slav majority and the ethnic-Albanian 
rebels has been bad enough—at least 200 people have been 
killed and 100,000 displaced. But it is easy to imagine things 
getting much worse if the fighting is left unchecked. Indeed, 
the consequences of failure look horribly painful: not just for 
the country itself, but for the credibility of western institu- 
tions, and the values they proclaim. 


Lessons applied 

What is the best way, then, to maximise the chance of success? 
After 200,000 or more deaths, and the displacement of atleast 
2m people, surely the outside world has learned how best it 
can bolster the cause of peace in the Balkans. 

Perhaps it has. At any rate, another important lesson to be 
heeded as NATO embarks on its new mission is the need to 
preserve unity of command and clarity of purpose. Although 
history has not yet delivered its final verdict, the hapless UN 
operation in Bosnia—in which a loosely co-ordinated, lightly 
armed force was pig-in-the-middle of an unresolved war—has 
often been cited as an example of how not to do things. Ever 
since then, it has been accepted that “peacekeeping” can be 
worse than useless in situations where there is no peace to 
keep; and that lesson applies no less to Macedonia than it does 
to Bosnia. The UN in Bosnia was especially plagued by back- 
biting and buck-passing between the nations involved—each 


Broadcasting 


Liberate the BBC 


Let the BBC expand—but privatise it first 


>>) 66D ETRAYAL and surrender,” 
thundered John Reith, 
” the sBc’s first director-general, 
when, as a member of the 
House of Lords in 1952, he tried 
in vain to defend the BBc’s 
broadcasting monopoly. Half a 
| century on, the BBC is still fight- 
ing, and losing, the battle against the growth of commercial 
TV. Today, 44% of British households pay to have scores of 
channels delivered to their living-rooms; over two-thirds of 
them will do so in five years’ time. Struggling to regain ground, 
the BBC has applied for licences to operate four new digital Tv 
channels and five new radio ones. Yet, in arguing the case for 
further expanding public-service broadcasting, the BBC is ex- 
posing the contradictions at the heart of its own operation. 
The government is expected to announce at the end of Au- 
gust whether it will let the BBC go ahead. Tessa Jowell, the me- 
dia minister, said recently that the BBC would need to demon- 
Strate that its new services did “not duplicate what the 
commercial sector is doing”. In other words, the government 
wisely considers its chief criterion for assessing the BBC’s case 
to be whether the new channels address a market failure. 
Three of the four new BBC channels are designed for young 
people: one for pre-school children, one for “pre-teens” and 
another for young adults. The fourth would provide a “forum 
for intellectual debate”. Judging the case for the four new 





lines of responsibility when things went wrong. 

With its more recent missions in Bosnia and Kosovo, NATO 
has already demonstrated that the Atlantic alliance is a more 
efficient instrument for co-ordinating military coalitions. Yet 
even NATO is not completely free of the tendency of member 
nations to make up their rules in the districts they police. And 
in past NATO missions, the mere presence of an American 
contingent sent a powerful signal to all parties that no element 
in the force could be challenged with impunity. The operation 
in Macedonia will go ahead without the front-line participa- 
tion of the United States, but it will need America’s logistical 
back-up—and unconditional support. 

The combined efforts of the world’s most powerful armies 
ought to be enough to bring stability to one small, poor Balkan 
country. Even so, no one can promise the mission will be casu- 
alty-free. The real test of NATO’s resolve comes not with this 
week's peace agreement, but with the first sign of real trouble. 
It would be a disaster for the alliance if any of the countries in- 
volved pulls out when the going gets tougher. 

That is why the governments who are about to send sol- 
diers to Macedonia ought to have done a better job of explain- 
ing to their citizens how violence in this corner of south-east- 
ern Europe has the potential to engulf the entire region. But 
there is an upside too: if NATO leaders can arrest Macedonia's 
slide towards disaster, they will have done far better than 
those who dealt with the Balkans in the 1990s. m 


channels by the government's own standard, it is hard to ar- 
gue that the first three will supply something that the market 
will not. The children’s market alone is fiercely competitive in 
Britain, with 14 digital channels. Ah, the BBC will reply, we 
will make better children’s programmes. Really? The existing 
output provides precious little evidence of that. And not all 
commercial children’s channels carry wall-to-wall cartoons. 

Even the argument for the fourth proposed channel is less 
than compelling. The sorts of cultural niches that this channel | 
would occupy—the arts, sciences, history and philosophy—are 
increasingly inhabited by small commercial channels, such as 
Artsworld or The History Channel. 

Yet, however hard it is to make a persuasive case for the 
BBC’s new channels, it seems odder still to argue that Britain’s 
biggest broadcaster should not try out good new ideas. The 
chief objection to the BBC doing so is that such operations 
would be financed by the licence fee, a heavy tax on television 
sets. Were the BBC a self-financing commercial organisation, 
there could be no objection to its launching as many channels 
as it fancied. 

The idea that the BBC might go commercial alarms many 
people, both inside and outside the organisation. Yet the argu- 
ments for having a huge state-financed corporation dominate 
the broadcasting business were formulated in a different 
broadcasting era. Few hold today. | 

The BBC, goes one line, lures viewers to programmes that 
are good for them (documentaries, news) by scheduling them >» 
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> after the stuff they actually like (gameshows, soaps). But view- 
ers today channel-hop the minute the credits roll. The BBC, 
goes another defence, provides more diversity and higher 
quality than the commercial sector. As the BBC struggles to 
win back viewers, its offerings have become indistinguishable 
from the competition. The Bgc, runs another line, binds Brit- 
ons together with common cultural experiences, such as big 
sports events. That is out of date too. The BBC has now lost 
most sports rights to commercial Tv. 


The slimline option 

What, then, to do with the Bsc, with its huge production 
house, its six licence-fee funded Tv channels and its 24,000 
staff? As the argument for state finance weakens, so the case 
for selling it grows. Privatisation would not just save the public 


the £2.4 billion a year tax it pays for the licence fee, it would 
also free the BBC to expand as it wished. 

Sell the Bac, then, and keep government out of television? 
Not quite. The good stuff on the pay-Tv channels is available 
only to subscribers. Other viewers should still have access to 
the serious, thoughtful programmes which Britain's public- 
service ethos produces. But an elephantine, state-financed 
producer-and-broadcaster is not the only way to do this. 

There is another model of public-service broadcasting 
which, oddly enough, already exists in Britain. It gets no state 
subsidy, aside from free bandwidth. Its sole shareholder is the 
government, so it re-invests all profits into programmes. It 
commissions entirely from independent producers. It is ob- 
liged to broadcast a share of quality and minority fare. It is free 
for viewers. It employs 934 people. It is called Channel 4. = 





Alliances 


Just good friends 


Notall alliances work as well as Renault-Nissan. But all need similar ingredients to succeed 


STRIKING feature of the 

business landscape in the 
past decade or so has been the 
apparent increase in the num- 
ber of corporate alliances. Just 
as it is easier to count marriages 
than cohabitations, so itis easier 
to number mergers than alli- 
ances—buta study in the late 1990s by Booz-Allen & Hamilton, 
a consultancy, reckoned that alliances in the United States had 
grown by 25% a year over the preceding decade, and by more 
in Europe and Asia. Popular though alliances are, few are as 
spectacularly successful as that between France's Renault and 
Japan’s Nissan, a triumph so exceptional that six books have 
already been written about it and another four, together with 
countless business-school case studies, are on the stocks (see 
page 51). Given the difficulties that car-industry acquisitions 
have had, managers might reasonably wonder whether alli- 
ances are a Safer sort of partnership. The answer is that they 
are—and that they often have a different purpose; but they also 
require special skills to manage successfully. 

Unlike mergers, alliances rarely lead to savings. A merger 
can, at the least, guarantee the loss of one head office, but an al- 
liance offers gains in revenue rather than cuts in costs. So why 
are they so popular? At a time of rapidly developing technol- 
ogies, alliances provide a way to dip a toe in the water with 
minimum risk. Big pharmaceutical companies link up with 
small biotech businesses, and computer giants with software 
start-ups, in order to dabble in new markets and to tap into in- 
novative thinking. In addition, alliances fit the current fashion 
for outsourcing: a company that retreats to its core compe- 
tences needs plenty of partners to fill all the non-core roles 
such as (say) manufacture or distribution. And companies that 
want a global reach need local partners to enter foreign mar- 
kets. In some industries—notably airlines—global alliances 
have another use: they allow companies some of the benefits 
of merging without having to negotiate regulatory barriers. 

Not only have alliances grown more popular; they are also 
in some respects becoming easier to run. One of the less no- 





ticed effects of Internet-based technologies is the way they fos- 
ter collaboration within and between companies, not just at 
the top but at every level. People in different time zones can 
share work, even if they never see each other and rarely talk 
on the telephone; and teams co-operating on projects can store — 
information on a communal website. Communications of 
this sort are not foolproof—a few badly worded e-mails can 
trigger an unintentionally bitter war. But they are a big im- 
provement on nothing at all. 


Not another corporate dinner, please 

To work well, though, alliances need more than nifty technol- 
ogy. They need trust, a clear sense of their goals and dip- 
lomatic leadership. Managing an alliance well calls for a differ- 
ent approach from getting a merger to work: note how Carlos 
Ghosn, the hero of the Renault-Nissan partnership, empha- 
sises the need for each company to retain its sense of identity. 
Contrast that with the irritations at Daimler and Chrysler over 
the compromises that each (but especially Chrysler) has had 
to make. Even with sensitive handling, an alliance offers end- 
less scope for suspicion and mistrust. That can be minimised 
partly by ensuring that each party feels that it gains roughly 
the same from the arrangement; and partly by lots of personal 
contact among the partners. That means chomping through 
many trust-building lunches and dinners. 

Watching Mr Ghosn’s success, Daimler and Chrysler must 
wish that they had lived together for a few months before they 
tied the knot. However, plenty of alliances turn sour—think of 
the mess that AT&T and BT have made of Concert, their bid to 
provide cross-border services to multinationals. But alliances 
at least offer a way to press ahead and form a closer link, or to 
retreat gracefully. In the 1960s Sears, a giant American retailer, 
formed an alliance with France's Michelin, to market and dis- 
tribute its tyres in the United States. The arrangement lasted 
for only a few years. Yet by the time it ended, Sears had learnt 
enough about automobile products to lay the foundations for 
a strong car-parts business; and Michelin had a solid foothold 
in the American tyre market. Even an alliance that ends is not 
necessarily an alliance that fails. m 


r 


+ 


amazing 
THAILAND 


> 
> 


There area lot of more to savour 
ww w.tourismthailand.org 


Contact: Tourism Authority of Thailand, Le Concorde Building, 202 Ratchadaphisek Rd., Huai Khwang, Bangkok 10310, Thailand 
Tel. (66-2) 694-1222 (80 lines) Fax. (66-2) 694-1220, 694-1221 E-mail: center@tat.or.th * Kuala Lumpur, Malaysia Tel, (007-603) 216-23480 =: 
* Singapore Tel. (65) 235-7694, 235-7901 * Hong Kong Tel. (852) 2868-0732, 2868-0854 * Taipei, Taiwan Tel. (886-2) 2502-1600 A ma) 
* Seoul, Korea Tel, (82-2) 779-5417, 779-5418, 771-9650 * Tokyo, Japan Tel. (81-3) 3218-0337, 3218-0355, 3218-1077 
* Osaka, Japan Tel. (81-6) 6543-6654-5 * Fukuoka, Japan Tel. (81-92) 725-8808 





m Letters 


Saving the planet? 


SIR - Bjorn Lomborg (By invi- 
tation, August 4th) misses the 
main point of the environ- 
mental movement. It is not 
about something as simple as 
economics. Measuring con- 
science and guilt cannot be 
done in terms of money. 
Money is only a means of 
accomplishing an end. If that 
end is for the economy to 
grow as fast as possible and 
give all people maximal com- 
fort then we are heading in 
the right direction. But is that 
not many times more expen- 
sive than saving the environ- 
ment? The simplest means to 
this end would indeed be 
mass suicide for all humanity, 
at a calculated cost of about $3 
billion dollars or less. 

NILS CARLSON 

Kalix, Sweden 


SIR - The exaggerated claims 
and publicity-grabbing activi- 
ties of NGOs that Mr Lomborg 
decries have had the benefi- 
cial effect of mobilising public 
support and motivating politi- 
cians to put the environment 
on their agendas. Politicians 
do not act on reasoned argu- 
ments. It took media blitzes on 
environmental “dangers” to 
convince politicians that their 
political survival depended on 
what they could claim to have 
done to protect the environ- 
ment. No cost-benefit analysis 
would ever have created 
America’s Environmental Pro- 
tection Agency. 

DAVID GOLDBLATT 

Geneva 


SIR ~ Part of what we have 
heard recently from the “op- 
timistic” school is that popula- 
tion growth rates peaked in 
the 1960s and have been go- 
ing down ever since. That 
does not mean that the pro- 
blem has gone away. World 
population is twice what it 
was in 1960 and we are add- 
ing people faster than in the 
1960s: 75m a year now, com- 
pared with 71m at the height 
of the “explosion”. Most of 
this growth is among the 
poorest people in the poorest 
countries. The trend is gently 
downwards. Meanwhile, 
women are still getting preg- 


nant more often than they 
want, and many are dying 
from pregnancy-related 
causes. HIV infection contin- 
ues to spread. If complacency 
weakens efforts to promote 
family planning and responsi- 
ble sexual behaviour, women 
will continue to die and fertil- 
ity may well go up again. 

ALEX MARSHALL 

United Nations Population Fund 
New York 


SIR - The 1'UCN-World Con- 
servation Union produce the 
world’s reference book on 
threatened species—the IUCN 
Red List—so you may well con- 
clude that doom and gloom 
scenarios are our business. 
The opposite is true. But the 
facts in the Red List speak for 
themselves when not quoted 
selectively. At least 611 animal 
and 380 plant species have be- 
come extinct in the past 500 
years. More than 5,400 animal 
species today face a high risk 
of extinction. 

We believe this matters 
and so do millions of scien- 
tists and experts around the 
world. Mr Lomborg is right in 
cautioning against apocalyptic 
scenarios. But it is wrong to 
suggest that species extinction, 
climate change and pollution 
are imaginary environmental 
problems. His strategy for 
tackling climate change shows 
how thin the ice can be on 
which statisticians and econo- 
mists move when saving the 
world with seemingly self-evi- 
dent economic rationales. 
ACHIM STEINER 
Director-general 
IUCN-World Conservation Union 
Geneva 


Chavez the democrat 


SIR - You call President Hugo 
Chavez a civilian autocrat, 
caudillo and a recent threat to 
democracy (“The ardour 
cools”, July 28th). But in a sur- 
vey from Latinobarometro, we 
read that “Venezuelans’ gener- 
ally optimistic attitude owes 
much to the hopes they place 
in Hugo Chavez, a popular for- 
mer paratrooper whose elec- 
tion as president in 1998 put 
an end to four decades of rule 
by two parties widely seen as 


corrupt and insensitive to pov- 


erty” (“An alarm call for Latin 
America’s democrats”, July 
28th). 

Since Mr Chavez took of- 
fice in 1999, Venezuelans have 
participated in five electoral 
processes, two of which were 
the first referendums ever held 
in the country. Through these 
processes, which introduced 
profound political and institu- 
tional reforms, the citizenry 
has been reconnected to the 
political system. Venezuela 
has overcome the generalised 
cynicism, apathy and political 
weariness that plagued our 
democracy, through demo- 
cratic processes and without a 
drop of blood being spilled. 
Hardly an authoritarian caudi- 
llo regime. 

ALFREDO TORO-HARDY 
Venezuelan ambassador 
London 


On the Rock 


SIR - Your article on Peter Ca- 
ruana, Gibraltar’s chief minis- 
ter, advances hypotheses that 
are contrary to the impres- 
sions of the future that prevail 
in our community. The pro- 
cess of bilateral talks between 
Britain and Spain, born of the 
Brussels agreement of 1984, is 
not acceptable to most Gibral- 
tarians, who are rightly con- 
vinced that it is designed to 
bring about an eventual trans- 
fer of sovereignty to Spain. Mr 
Caruana was elected only 
when he decried the agree- 
ment as “dead and buried”. 
You also reveal that Britain 
and Spain are set to sign an 
agreement in the autumn giv- 
ing Spain “some say in the 
running of Gibraltar’s air- 
port”. This is news to Gibral- 
tarians, who are almost 
unanimously against such a 
deal. It is suspiciously coinci- 
dental with the date of the 
next round of Brussels talks, to 
which Mr Caruana is being 
lured. Inaccuracies—or privi- 
leged information from high- 
level diplomatic sources? 
F. PICARDO 
Gibraltar 


SIR - You call Gibraltar “the 
last disputed bit of land in Eu- 
rope west of the Balkans.” Not 


The Economist Aua 





quite. There is Olivenca, 750 
square kilometres of land 
which Spain grabbed during 
the Napoleonic wars but 
which Portugal rightfully in- 
sists is Portuguese. 

PEDRO LEITE FRAGOSO 

Lisbon 


Demanding a recount 


SIR - Your article on Dick Che- 
ney (Lexington, July 23rd) sug- 
gests that Tom Ridge could 
help deliver 23 electoral col- 
lege votes in 2004. Pennsylva- 
nia is losing two electoral 
votes and therefore will have 
only 21. You go on to say that 
Nelson Rockefeller served as 
vice-president for four years; 
two and a half years would be 
more accurate. 

BARRY SWEET 

Clarion, Pennsylvania 


Lawson’s nuclear strike 


SIR - We are getting there. 
Nicholas Griffin (Letters, Au- 
gust 11th) now concedes that, 
at his 1948 meeting at West- 
minster School, Bertrand Rus- 
sell advocated an early 
pre-emptive strike against the 
Soviet Union, before the Rus- 
sians acquired their own 
atomic bomb. But he adds that 
Russell made it clear that this 
drastic action should take 
place “if the present aggressive 
Russian policy was persisted 
in.” Mr Griffin insists, how- 
ever, that Russell “obviously 
hoped” that this policy would 
not be persisted in. What in 
fact was “obvious”—and one 
of Russell’s chief characteris- 
tics was his clarity—was that 
he expected that it would be, 
and was clear that we could 
not simply wait and see, as 
this would give the Russians 
time to acquire their own 
atomic bomb. 

I was there when Russell 
spoke: Mr Griffin was not. 
LORD LAWSON 
London @ 





Executive Focus Cule—-H 05419 768— lap loa 
~ OFFICE OF FAIR TRADING 
Oe 










Director, Markets and Policy Initiatives Division 
Up to £90,000 London 


The Office of Fair Trading is at the forefront of policy to make markets work well for consumers. This is a challenging time to be working at the 
OFT. A new Enterprise Bill will further strengthen the OFT's powers and expand its role. This post results from a major re-structuring to drive 
forward many of the new responsibilities. 


As head of our new Markets and Policy Initiatives Division you will play a pivotal role in helping achieve our goal of ensuring that markets work 
well for consumers. Reporting directly to the Director General, John Vickers, your division will be responsible for: 

Leading studies into markets which do not appear to be serving consumers well. 

Working with the enforcement divisions on cross-disciplinary teams to take forward major cases. 

Working with the Chief Economist (who will head one of the three branches in the division) to provide professional advice across the OFT on 

economics, financial and statistical analysis. 

Identifying issues arising from initiatives taken elsewhere in Government that impact on competitiveness within markets. 

Preparing for the important new task of regulating payment systems. 
This is a senior position within a high profile competition and consumer body. Candidates will be strategic thinkers, have strong analytical 
abilities, sound judgement and creativity. You will have proven leadership and communication skills that will enable you to motivate and lead a 
team of specialists from diverse backgrounds. You will also be able to build relationships based on mutual trust with business and with other 
bodies working on competition and consumer protection matters. An understanding of the process by which Government develops and 
implements proposals for policy should also be one of your skills. 


Your experience could have been gained in a variety of areas that might include business, consultancy, a consumer body, the academic world or 
the public sector. 


For further details and an application pack (to be returned by 14th September 2001) please contact Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB. Telephone: 01325 745170 (24 hours), or fax: 01256 383790. Internet: www.capitaras.co.uk 
Please quote reference B5924. 


We are committed to equality of opportunity and welcome applications from suitably qualified people irrespective of religion, gender, () 
disability, race, age, marital status, or sexual orientation. All applications for employment are considered strictly on merit. 


INVESTOR 1S FROPLE 












IDRC >€ CRDI 


International Development Centre de recherches pour le 
Research Centre développement international 


HARVARD | BUSINESS | SCHOOL 
























FACULTY OPENINGS 
Harvard Business School announces faculty positions beginning | July 2002, for professorships in 
the following areas: 
Accounting and Control: financial accounting and analysis, management accounting, and 
performance measurement and management control. Closing date: 15 January 2002. 


SENIOR PROGRAM OFFICER (REF:PR-810) 


The international Development Research Centre (IDRC) is one of the leading institutions in 
the world concemed with generating and applying new knowledge to meet the challenges of 










international development. IDRC research in developing countries on key problem 

areas and builds intemational to share and this knowledge. IDRC is a Canadian Entrepreneurial and Service Management: entrepreneurial management, high technology start 
Crown Corporation, headquartered in Ottawa, with Regional Offices located in Africa, Asia ups, and corporate entrepreneurship, Closing date: 3 December 2001. 

and Latin America. Finance: corporate finance, capital markets, investments, and financial institutions. Closing date: 
IDRC is seeking qualified i sg eo (English and French) for the posi ion of Senior 15 November 2001. 

Program Officer for its Ottawa . Working within the Environment and Natural Resources Marketing: international marketing, business-to-business marketing, product management, new 





















Program Area, the incumbent wi serve principally as a member of the Ecosystem 

Approaches to Human Health (EcoHealth) P Initiative and also with People, Land, 

and Water (PLAW) Program Initiative. Within the of the Centre's corporate strategy, 

the incumbent will initiate, develop, manage, evaluate EcoHealth and PLAW projects and 
perform other related professional activities. 

The position requires the following qualifications: 

* A Ph.D. degree in a relevant environmental and natural resources management sciences 
discipline, with a strong ecological oy ec such as Agricultural Sciences, 
EnvironmentalSciences, ral Resources ment. 

* Five to ten years of job-related experience, | ng research background in the field of 
expertise in developing countries as relevant to human health and environmental and natural 
resources management. 

* Comprehensive knowledge of the international environmental and natural resources 


product development, marketing organization and systems, Closing date: 31 October 2001. 
Negotiation, Organizations and Markets: Study of negotiation and conflict resolution, the 
motivation and behavior of individuals in organizations, and the design and functioning of markets, 
Emphasis on economic and behavioral perspectives with empirical, theoretical, and experimental 
methodologies. Possible positions also at senior levels. Closing date: 1 December 2001 
Organizational Behavior; leadership, micro- and macro- organizational behavior and human 
resources management. Closing date: 31 October 2001. 

Strategy: business unit and corporate strategy, global strategy, competitive dynamics, boundaries 
and organization of the firm, technology and strategy, and economic reasoning. 

Closing date: 7 December 2001. 

Technology and Operations Management: management of processes for producing goods and 
services, management of technology, operations strategy, supply chain management/logistics, 
productivity, and quality. Closing date: 15 December 2001, 

Positions entail case method teaching at graduate and executive program levels. Applicants should 
have outstanding records in Ph.D. and DBA programs, and strong potential and interest to do research 
and to develop teaching materials at the forefront of their fields. Salaries and fringe benefits are fully 
competitive. Candidates should submit current CV; full transcripts of undergraduate and graduate 
work: a list of awards and honors received; copies of publications and current working papers; 
description of courses taught: and three letters of recommendation. If applying for more than one 
position, please submit complete packages for each position, Applications must be received by the 
closing date specified. Women and minorities are encouraged to apply. Please submit materials to: 









management 
¢ Experience in collaborative research and institutional networking. 
* Capacity to work in both English and French, knowledge of Spanish is an advantage. 
Resumes should be sent to Competition PR810 no later than September 5, 2001, by e-mail 
to competitions @ idrc.ca or y ip nied reign Mailed applications should be sent to: 
Human Resources, IDRC, P.O. Box 8500, Ottawa, Ontario, K1G 3H9, 
Candidates can find out more about IDRC and the detailed job description on its website 
(http://www.idre. 
We thank all applicants for their interest and will contact those candidates whose skilis and 
experience best match the requirements of the position. 
IDRC IS COMMITTED TO EMPLOYMENT EQUITY AND 


MEN, VISIBLE MINORITIES, ABORIGINAL PEOPLES AND ada 
DISABILITIES. 













Boston, Massachusetts 02163 
Equal Opportuniry/Affirmative Action Employer 






PERSONS WITH 
The Economist August 18th 2001 





Executive Focus | 


The United Nations Office for Project Services (UNOPS) on behalf of the Global Environment 
Facility (GEF) Unit of the United Nations Development Programme (UNDP) is reviewing candidates 
for the position of: 


G) PROJECT MANAGER 
Strengthening the Implementation Capacities for 


Nutrient Reduction and Transboundary Cooperation in the Danube River Basin 


Based in Vienna, Austria, the long-term development objective of this Regional Project is to contribate 
to sustainable human development in the Danube River Basin and the wider Black Sea area, In this 
context, the project will support the International Commission for the Protection of the Danube River, 
in order to ensure an integrated and coherent implementation of the Joint Action Programme of the 
ICPDR and related investment programmes in line with the objectives of the Danube Convention. 


Under the technical guidance of the ICPDR, as exercised through the ICPDR Steering Group and 
through its Expert Groups, and the operational responsibility of UNOPS, the Project Manager will 
manng and co-ordinate all project activities funded by GEF and will, in particular; 
manage the project staff, budget and imprest fund; 
prepare the annual work plan of the programme on the basis of the Project Document; 
ensure consistency between the various programme elements and related activities provided or 
funded by other donor organizations: 
prepare and oversee the development of Terms of Reference for consultants and contractors; 
coordinate and oversee the preparation of the substantive and operational reports from the 
Programme, and 
foster and establish links with other related Danube Basin projects, and, where appropriate, the 
other regional International Waters programmes 


eee 
post-graduate degree in environmental management or a directly related field (c.g. river basin 
management, natural resources assessment, economic development planning, ete.) 
at least fifteen years experience in fields related to the assignment; at least ten years experience 
at a senior management level; demonstrated diplomatic and negotiating skills; 
familiarity with the goals and procedures of international organizations, in particular those of the 
GEF partners (UNDP, UNEP, World Bank) and the EC; 
excellent knowledge of English and knowledge of one of the national languages in the Danube 
River Basin; 
excellent familiarity with and work experience in the Danube countries and in the Black Sea area 
with particular attention to pollution reduction issues and water management; 
particular knowledge of the EU accession process and development of legal and policy 
instruments in line with EU Environmental Directives (EU WFD) and familiarity with the 
mandate of the DRPC and experience in cooperation with the bodies of the ICPDR are desirable 
assets. 


Contract duration: one year with possibility of extension of at least one more year 
Estimated starting date: October 2001 
Remuneration: A competitive tax-free salary with excellent benefits package. 


For further information:wwwicpdr.org and 
hitp://wew.gefweb.org/Documents/Council_Documents/GEFP_C17/c17_wp.himl 


Interested candidates should send a cover letter and detailed curriculum vitae by 7 September 2001 to: 
Ulrike Meissner, Division for Environmental Programmes, United Nations Office for Project Services, 
405 Lexington Avenue, 4° Floor, New York, NY 10174, USA. Fax: (212) 457-4044, e-mail; 
ulrikern @ unops.org. Only shortlisted applicants will be contacted, 


EAWAG 


A University of St.Gallen 


ww 


The University of St. Gallen - Graduate School of Business, Economics, 
Law and Social Sciences - together with the EAWAG (Swiss Federal 
Institute for Environmental Science and Technology, a research institute 
specializing in basic and applied science with water as central focus) 
invite applications for a position of a 


Professor in Environmental and Resource Economics 


The successful candidate must be interested in socio-economic aspects 
of water use (integrated water management, organization and regulation 
of water supply and urban drainage, technical change in the water sector, 
incentives for sustainable water use, etc.), be an internationally 
renowned scholar with an excellent academic track record, and be 
trained -- through education or experience -- in at least two fields like: 
Public Economics, Natural Resource Economics, Industrial Organization, 
Urban and Regional Economics. 

He or she must be communicative, a team player, determined to build up 
and guide a high caliber multidisciplinary social science group and 
successfully link it up with large-scale interdisciplinary EAWAG projects 
while promoting strong scientists within the team. The new division, 
located at EAWAG, will comprise in its final size four tenured senior 
scientists and an additional number of more junior scientists. More 
information on this position can be found at www.eawag.ch/socio- 
economics. 


Applications should be addressed not later than October 10, 2001 to 
Professor Dr. Peter Gomez, President of the University of St. Gallen, 
Dufourstr. 50, CH-9000 St. Gallen. 


UNITED NATIONS 
RELIEF AND WORKS AGENCY FOR PALESTINE 
REFUGEES IN THE NEAR EAST (UNRWA) 


is seeking to employ a: 


Policy Analysis Officer, P-3, HQ/Gaza 


The UN Personal History Form can be printed out and 
faxed to (+972 8) 677 7694, or mailed to: 

Head, Recruitment Section, 

UNRWA HQ Gaza, via UNRWA HQ Amman, 

P.O. Box 140157, Amman 11814, Jordan. 


Resumes (CVs) can be emailed to: unrwa-ahr@unrwa.org 
Please quote ref.#V N/M/20/2001. 


The deadline for receipt of applications is 1 September 2001. 


The International al Training © Centre of 
The International Labour Organization, Turin (Italy) 


Programme Officer 
international Labour Standards & Human Rights 
One year contract - renewable 


As part of the ILO, we provide training and learning opportunities for ILO 
constituents and partner organisations in social and economic development 
Within this context, the Technical Programme designs and implements training and 
learning activities in the field of International Labour Standards & Human Rights 


The Role The Person 

Development, administration and University degree in Law, Exceptionally, 
implementation of courses and oe steed oS nh nosei A 
training activities in the field of ILS with required professional experience, 
and fundamental principles and may be taken into consideration 

nights at work. 

5 years + proved professional 
experience in the field of ILS and 
human rights of which 3 years in an 
international context 
Outstanding technical knowledge of ILS 
and good knowledge of Human Rights 
Good knowledge of the principles and 
terminology of international labour law 
Juridical rigour. 

Excellent knowledge of the functioning 
; and evolution of ILO, including field 
Assistance to the Programme structure, and UN 


Manager in obtaining funds required Excellent training and facilitation skills 
for the implementation of activities, Up-to-date computer skills. 


Fluency in English and in either French 
or Spanish, Knowledge of a third 


language (Arabic or Portuquese) would 
be an asset. 


Please send a detailed CV (quoting reference 3/2001) by 28 September 2001 
to: Personnel Office, International Training Centre of the ILO, 10, Viale Maestri de! 
Lavoro, 10127 TURIN, Italy - FAX n: + 390116936699 - e-mail: Pers@itcilo. it. 


For a detailed job-description, contractual conditions and an application form, please 
visit t Centres website: http:/Awww.. itcilo. t/english/bureau/turin/jobs/index. htm. 
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Activity manager for individual 
training courses. 


Delivery and facilitation of training 
and learning sessions and events on 
ILS and fundamental principles and 
rights at work. 


Creation of training and 
promotional material 








Executive Focus 


Initiative for Development & Equity in Alrican Agriculture (IDEAA)* 


A CEO is required to lead this regional initiative to spearhead entreprencurship and 
agribusiness development in African smallholder agriculture. The major focus of the 
initiative is on how to help commercialize smallholder agriculture within a dynamic policy, 
institutional, technological and market environment. The key elements of the initiative will 
include direct engagement with and strengthening of key institutions and national fora for 
dialogue on smallholder agriculture as well as empowering smallholder farmers. 


The CEO will give overall strategic direction to the program and operationalize the 
policies set by the Board of Directors; network regionally and globally to mobilize high 
level government and multilateral support for the program; spearhead the development 
of national and regional program components; mobilize additional financial resources; 
oversee implementation and ensure financial management of highest integrity. The 
incumbent for this position will report to the IDEAA Board of Directors. 


The sofia person for Me jo wili be en Akicon notional wih mhe lellewing oirbuies: 
Excellent analytical and conceptual skills, coupled with ability to engage policy 
makers at national, regional and international levels 

¢ Solid grasp of issues affecting agriculture in Africa and globally; experience with 
institutional and policy issues affecting agriculture in the Southern African 
Development Community. 

* Proven ability to forge public — private sector partnership. 

*  Demonstrable ability to run a large regional institution or program and 
management of complex institutional/organizational change. 

+ At least ten years relevant senior level management experience. 

* Postgraduate degree in a field of agriculture is a prerequisite, but a PhD would be 
an added advantage. 


IDEAA offers a highly competitive package based on experience and qualifications. 
IDEAA is an equal opportunity employer and strongly encourages women to apply. 
Only short listed candidates will be contacted. Apply including detailed CV and two 
recent referees in writing to 

The IDEAA CEO Search Committee, 

Box CY 55, Causeway, Harare 

or 

Send by courier to 

32 Clyde Road, Eastlea, Harare, Zimbabwe 

or 

E-mail to 

ee 








































INTERNATIONAL FUND FOR 
AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 

Fax: +39 06 5043463, E-Mail: : vacancy@ifad.org 


seeks 
CHIEF ADMINISTRATIVE AND PROTOCOL SERVICE UNIT (P-5) 


DUTIES AND RESPONSIBILITIES: Under the supervision of the Assistant President 
of the Management and Personne! Services t, the incumbent will have the main 
task of providing efficient administrative services to IFAD in the field of procurement, 
building and site maintenance, security, inventory control, mail, printing and 
transportation functions. He/she will also be responsible for maintaining contact with 
Italian authorities in the context of the Headquarters Agreement and of representing IFAD 
as Chief of Protocol. More specific duties include the following: 
* Establish the Unit's yearly objectives in the provision of administrative services and 
manage staff performance to accomplish them; prepare and manage the resources 
provided by the Italian Government to cover the provision of the budget for 
accommodation and services to the IFAD Headquarters. 
+ Ensure effective and efficient liaison with the Host Government on the implementation 
of the Headquarters Agreement between IFAD and the Italian Government. 
* Ensure the proper application of the immunities and privileges accorded to Members of 
the Fund’s Governing Bodies, its officials and staff under the Headquarters Agreement 
and the Vienna Convention on the immunities and privileges of the Specialized Agencies. 
* Maintain regular contacts with Diplomatic Missions in Rome and perform any other 
duties as assigned by the Assistant President. 
QUALIFICATIONS; 
Education and experience: Advanced university degree in business administration or 
related discipline; minimum ten years of relevant experience in management and 
leadership within an international organization; the foregoing can be substituted by a 
university degree plus fifteen years of relevant experience. 
Requirements: Substantial knowledge of administrative, legal, financial, diplomatic and 
protocol procedures; good communication and negotiation skills to facilitate coordination 
in dealing with interlocutors, courtesy, tact and experience in working effectively with 
people of different national and cultural background. 
Languages: Fluency in English; working knowledge of one of IFAD's official languages 
(Arabic, French, Spanish); knowledge of Italian is an asset. 
Net Salary Range from USD 65,176 to USD 85,985 per annum plus post adjustment and 
the United Nations benefits package. 
Please forward your application in duplicate to Personnel Division no later than 
20 September 2001, For more details please visit our web site at www.ifad.org. 

Only shortlisted candidates will receive an acknowledgement 

from women candidates are particularly encouraged. 
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POTTER TE a 


ij DIRECTOR GENERAL 


CIMMYT. International Maize and Wheat 
‘ctommcm Improvement Center (CIMMYT) 


Wrest iranan Cerne 


CIMMYT is seeking to fill the position of Director General following 
the retirement of its current DG in March 2002. CIMMYT is an 
internationally funded, non-profit research and training organization 
headquartered in Mexico and affiliated with the Consultative Group 
on International Agricultural Research (CGIAR). The Center's 
mission is to help the poor of the developing world by increasing the 
productivity, profitability, and sustainability of maize- and wheat- 
based cropping systems while protecting natural resources. CIMMYT 
has an annual budget of approximately US$ 38 million, and a staff of 
over 800 based in Mexico and 18 other countries of the South. 


The Center is a global leader in scientific research and training related 
to maize and wheat, and in biotechnology, economics, and natural 
resource management research. These activities are conducted in 
partnership with national agricultural research systems, non- 
governmental organizations, and advanced research institutions, both 
public and private, in globally- and regionally-focused programs. 


The position requires a highly experienced professional who has: 
* a Ph.D. or equivalent in an agriculturally-related biological or 

social science 
a broad understanding of the biological and social sciences 
an established reputation and substantial experience in managing 
scientific research programs 
a clear vision of the role of agricultural research in meeting 
global development needs in the 21st century 
the ability to express that vision to international donors and 
partners 
considerable experience in fund raising from conventional and 
non-conventional sources 
leadership qualities to motivate a world-class multidisciplinary 
and multinational research team 


The candidate should possess excellent communication skills in 
written and spoken English, the ability to lead an interdisciplinary 
team, and sensitivity to diverse cultures and nationalities. 
International and multicultural experience is essential. Spanish 
language skills are highly desirable. 


The salary and benefits package for the Director General is attractive 
and competitive with those of similar international institutions. The 
Director General's term is five years, once renewable. Further 
information about CIMMYT and the CGIAR can be obtained at 


www.cimmytorg and www.cgiar.org. 


Application process: 

Bourrier International Consultants Inc. (BICI) have been retained to 
assist with this recruitment effort. Applications should be submitted 
by 15 October 2001 and include a covering letter, a detailed CV, and 
the names and contact details (phone, fax, and e-mail) of three or 
more professional referees. They should be marked confidential and 
sent by email to: 

Bourrier International Consultants Inc., 
12 Roseglen Private, Ottawa, Ontario, KIH 1B6, Canada 
(Tel: 1-613-247-7291; Email: bourrier @attcanada.ca). 


We thank all applicants for their interest and will contact those 
candidates whose skills and experience best match the requirements 
of the position. 


CIMMYT IS AN EQUAL OPPORTUNITY EMPLOYER AND 
STRIVES FOR STAFF DIVERSITY IN GENDER AND 
NATIONALITY. THE CENTER MAKES AN EFFORT TO 
ACCOMMODATE THE NEEDS OF DUAL-CAREER COUPLES. 








Righting wrongs 


NEW YORK 


Human-rights campaigners are starting to lobby for economic and social rights, 
such as the right to health and the right to food. Will they make a success of it? 


N SHAW’S “Pygmalion”, Colonel Picker- 

ing asks Alfred Doolittle whether he has 
no morals. “Can't afford them, governor,” 
the philanderer replies; “Neither could 
you if you was as poor as me.” Morals are 
costly to maintain. So are rights, especially 
the kind of “universal human rights” that 
become enshrined in United Nations’ dec- 
larations. 

International support for a core group 
of human rights, mainly civil and political, 
has been enshrined for more than half a 
century in the Universal Declaration of 
Human Rights, ratified by the United Na- 
tions in the aftermath of the second world 
war and the Holocaust. The declaration 
proved compelling as a statement of prin- 
ciples, but too general and vague to be use- 
ful as a legal instrument. So, during the 
1960s, two more covenants were thrashed 
out in an effort to give the declaration 
some substance: the International Cove- 
nant on Civil and Political Rights and the 
International Covenant on Economic, So- 
cial and Cultural Rights. 

During the cold war, enthusiasm for 
these covenants split along the obvious di- 
vide: capitalists were keen on civil and po- 
litical rights, Communists on social and 
economic rights. When Western lobbyists 
accused the Soviet Union of violating its 
citizens’ civil rights, the Soviet government 
replied that the economic and social rights 
of its people were more important. The di- 
vision survives: today the Chinese make 
much the same argument. 


In terms of publicity and promotion, 
the rights set out in the first covenant have 
had the benefit of human-rights advocates 
such as Amnesty International and Hu- 
man Rights Watch (HRW). They have pub- 
licised the plight of prisoners of con- 
science and victims of torture. As a result, 
regimes that torture, unjustly imprison or 
disenfranchise their citizens have some- 
times been pushed or shamed into chang- 
ing their behaviour. 

Until now, the second covenant has 
been used less widely to promote the 
rights that it enshrines—mainly to econ- 
omic benefits such as housing, food, 
health care and fair wages. Now, though, 
Western human-rights groups, which have 
traditionally focused only on civil and po- 
litical violations, are looking again at econ- 
omic rights, and hope eventually to per- 
suade governments to place the right to a 
house or a meal on an equal footing with 
the right to vote. 

If this sounds foolish, human-rights 
veterans are used to scepticism. “Twenty- 
five years ago, when Amnesty started talk- 
ing about torture victims, everyone 
thought we were ridiculous, out of our 
minds,” says Larry Cox, the senior pro- 
gramme officer for human rights at the 
Ford Foundation. Few people then be- 
lieved, he says, that mere letter-writing 
and lobbying could be such powerful 
weapons. But a great deal more manoeu- 
vring and persuasion will be needed to 
give meaning to social and economic 
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rights than to fight torturers and censors. 

Not surprisingly, the big battalions 
among human-rights campaigners ap- 
proach the issue with some trepidation. 
On August 16th, several hundred represen- 
tatives of Amnesty International, the first 
and largest such group, met in Dakar, the 
capital of Senegal, to discuss changes to its 
mandate. 

At the moment, Amnesty’s campaign- 
ers battle in support of civil and political 
rights. They define their battleground with 
care, supporting only the rights of individ- 
uals. If a journalist is thrown into prison, 
Amnesty will launch a campaign on his or 
her behalf. If a government bans a news- 
paper, however, Amnesty will remain 
mute, because the action harms no single 
individual. 

Over the past four years, Amnesty’s 
main policy committee, the Standing 
Committee on the Mandate, has been de- 
veloping a set of resolutions that would 
explicitly incorporate economic and social 
rights into Amnesty’s mandate. These will 
be debated and put to the vote at the Dakar 
meeting. Amnesty’s rules, oddly enough, 
prevent its officials from discussing their 
exact wording until after the vote. But, if 
adopted, the resolutions will alter the char- 
acter of the organisation profoundly and 
permanently. 

The Dakar votes could go either way. 
And much remains to be settled. For in- 
stance, Peter Pack, the standing commit- 
tee’s chairman, says the organisation 
could well end up with a position on econ- 
omic and social rights that resembles its 
stance on civil and political rights: only 
certain abuses, under certain circum- 
stances, would fall within Amnesty’s re- 
mit. 

However, the main question is 
whether such a change would reinvigorate 
Amnesty’s mission or splinter it. Am- 
nesty’s letters, petitions and appeals have >> 
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> successfully chastised torturers and des- 
pots. Would their tactics be equally effec- 
tive in the greyer worlds of health, hous- 
ing, and labour policy? Amnesty’s 
representatives are already fretting about 
the strains on the group’s time, personnel 
and expertise. Expanding its mandate 
would mean extra work. Besides, Am- 
nesty’s success rests on the efforts of its 
members. If a sudden change in direction 
perplexes or annoys Amnesty’s member- 
ship, the group's core competence may be 
damaged with few compensating gains. 


Rights turn 

Up to now Western human-rights cam- 
paigners have left economic and social 
concerns to humanitarians and philan- 
thropists. When they have taken an inter- 
est in economic and social conditions, it 
has been merely to strengthen the case for 
political crusading. For example, Amartya 
Sen, a Nobel-prize-winning economist at 
Cambridge University, famously pointed 
out that “in the terrible history of famines 
in the world, no substantial famine has 
ever occurred in any independent and 
democratic country with a relatively free 
press”. HRW took this to heart, and asserts 
that “the best way to prevent famine today 
is to secure the right to free expression—so 
that misguided government policies can 
be brought to public attention and cor- 
rected before food shortages become 
acute.” 

Now, campaigners increasingly ques- 
tion that view. Amnesty may be the most 
prominent human-rights group debating a 
shift of focus, but it is by no means alone. 
Since 1993, the charter of the Centre for 
Economic and Social Rights in Brooklyn, 
New York, has demanded that it “chal- 
lenge economic injustice as a violation of 
international human rights law”. In its 
strategic plan for the next three years, Ox- 
fam, Britain’s leading overseas-develop- 


ment charity, lays outits belief in “rights to 
a sustainable livelihood, and the rights 
and capacities to participate in societies 
and make positive changes to people’s 
lives”. The Ford Foundation’s programme 
for human rights recently decided to fi- 
nance a project to create a global network 
on the Internet that will provide an inter- 
national directory of non-governmental 
organisations (NGOs) interested in econ- 
omic, social and cultural rights, with a 
view to encouraging them to collaborate. 
United Nations’ bodies are also keen to 
extend the concept. Since 1998, the World 
Health Organisation has been asking the 
international community to recognise 
health as a human right. In “A Human 
Rights Approach to TB,” a document is- 
sued in March, the wHo inelegantly 
points out the obligation of states to “pro- 
vide some sort of redress that people 
know about and can access if they feel that 
their health-related rights have been im- 
pinged on”. And the UN Human Rights 
Commission recently stated that interna- 
tional trade law ought to be harmonised 
with international human-rights law. 
Why, though, are human-rights bodies 
so keen to broaden their remit in this way? 
The short answer is that they have begun 
to wonder whether civil and political 
rights are not a bit beside the point in 
many of the world’s poorest countries. In 
particular, the Arps pandemic in Africa is 
driving the movement to demand that 
economic and social goods be treated as 
entitlements. Michael Ignatieff, the direc- 
tor of the Carr Centre of Human Rights 
Policy at Harvard University’s Kennedy 
School of Government, insists that the am- 
bit of human-rights organisations must ex- 
pand: “Look at Botswana,” he says. “All the 
gains in civil and political rights that have 
been made there will be wiped out by the 
catastrophic losses in economic and social 
rights. At this level of incidence of AIDS, 
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the virus destroys the infrastructure of a 
society. It cuts into the defences that make 
civil and political rights possible.” 

Mr Ignatieff has a point. Botswana, like 
neighbouring South Africa where Arps is 
also rife, is a democracy with a reasonably 
free press and healthy civil institutions. 
The fact that Botswana suffers from the 
world’s highest incidence of Arps, with 
South Africa close behind, proves that de- 
mocracy and press freedom are not pro- 
phylactics. Human-rights campaigners 
may feel that these countries are not doing 
enough to staunch the spread of the dis- 
ease, but they cannot blame the failure on 
political abuses. Nor can they tell other, 
less enlightened regimes that respecting 
civil and political rights will help to halt 
the spread of AIDS. 

In addition, human-rights groups 
worry that the governments of the rich 
world are not responding to this catastro- 
phe with enough vigour, and that using 
“rights talk” may shake them out of their 
torpor. “Doing something about AIDS in 
Africa is not about charity or public-health 
prevention. It is a matter of obligation,” 
says Mr Ignatieff. “The rights argumentis a 
way to leverage money to fulfil this obliga- 
tion.” Whereas calls for generosity can 
only pluck weakly at the sleeves of rich 
governments, perhaps unsubtle claims of 
legal obligation will twist their arms. 


High risk 

However, the strategy is a perilous one. 
Even if economic and social rights appear 
to have the same status on paper as civil 
and political rights, their philosophical 
grounding is often questioned. Designat- 
ing a good as a universal human right 
means that reasonable people believe that 
under no jurisdiction, and under no cir- 
cumstances, may that good be justly de- 
nied to anybody. Although freedom from 
torture certainly now falls into this cate- 
gory—arguably due to the efforts of groups 
like Amnesty—goods such as food and a 
decent home do not. Governments may 
intentionally torture their citizens; they do 
not usually intentionally inflict on them 
poverty and ill health. The moral impera- 
tive to stop poverty or disease is therefore 
not as convincing as the moral imperative 
to stop torture. 

There is a further problem. In the eyes 
of governments today, certain human 
rights in the civil and political realm have 
attained the status of moral absolutes. 
Abusers of these rights face sanctions and 
censure, even if their actions are man- 
dated by the democratic processes of a 
sovereign state. However, giving a similar 
status to economic and social rights would 
produce a curious outcome. Some nations 
would be subject to condemnation simply 
because of their poverty, while others 
would be arraigned for the policy out- 


comes of decisions taken democratically. »» 


> The first stance would be morally distaste- 
ful, while the second would be counter- 
productive. 

For illustration, consider the concept of 
a right to health, which has drawn particu- 
lar attention. Last year, the UN Committee 
on Economic, Social and Cultural Rights 
stated that a government's “core obliga- 
tions” include the provision of equal ac- 
cess to health services, enough food, pot- 
able water, sanitation and essential drugs. 
Yet by these criteria, says Lawrence Gostin, 
a fellow at the Hastings Centre for Bioeth- 
ics in Garrison, New York, the United 
States “probably violates the right to 
health not because it spends too little on 
health care and public health, but because 
its resources are inequitably distributed”. 
That seems a radical enlargement of the 
concept of rights. 

Critics of an expanded set of human 
rights point to another difference between 
the old sort and the new. To guarantee civil 
and political rights is relatively cheap, 
whereas to guarantee economic and social 
rights is potentially enormously costly. 
The cost of ensuring the right to vote, for 
example, is well-defined: the nature of uni- 
versal franchise is set out in a century of 
case law and statute, and the costs of staff- 
ing and equipping the ballot are easy to as- 
sess. Even when an election turns out to re- 
quire independent observers, extended 
court sessions and a lot of recounting, as in 
Florida last November and December, it is 
still relatively easy for a democratic gov- 
ernment to protectits citizens’ right to vote. 
Endorsing a universal right to health care, 
by contrast, seems a sure start to an expen- 
sive ride down a slippery slope. Who is to 
say when a person has had enough money 
spent on keeping him fit? 

In any case, it will be hard for human- 
rights campaigners to advance economic 
and social rights as successfully as they 
have promoted civil and political rights. 
HRW, which recently started pushing into 
the new field in response to AIDs, wants to 
provide solid evidence of links between 
lack of health care and human-rights 
abuses. It hasnow launched a fully fledged 
programme on AIDS and human rights. 
Some of this programme will cover famil- 
iar territory, exploring how discrimina- 
tion against homosexuals, sexism and cen- 
sorship encourage the spread of Arps. The 
rest may be more controversial, although 
Kenneth Roth, the executive director of 
HRW, Says his goal is simply “to show that 
certain basic necessities are appropriately 
treated as rights, and that the means have 
to be found to allow access to these neces- 
sities”. 

In the case of Arps, the main question 
is what pharmaceutical companies should 
do about drug prices. Mr Roth maintains 
that a government cannot be said to be up- 
holding the right to health “when it de- 
fends excessive corporate profits over the 


right of access to essential, life-saving med- 
icines in cheap or generic form”. HRW is 
currently working out the details of its po- 
sition on drugs, and is hunting for a role 
where its investigative capabilities would 
be useful. But dealing with the complex- 
ities of appropriate drugs policies in poor 
countries requires quite different skills 
from fighting on the simpler issues raised 
by torture or unjust incarceration. 


Oblivious Americans 

If human-rights campaigners succeed in 
deploying their campaigning skills to im- 
prove health and reduce poverty, that will 
be a considerable gain. However, they risk 
alienating Western countries that have 
hitherto usually been their allies. 

Unsurprisingly, America is at the top of 
that list. America has not yet ratified the In- 
ternational Covenant on Economic, Social 
and Cultural Rights. George Moose, the 
American ambassador to the UN Human 
Rights Commission (UNHRC), explained 
in April that his country was “concerned” 
about changes in international law that 
would “lead in the direction of the creation 
of legal, enforceable entitlements to econ- 
omic, social, and cultural rights”. Why? Be- 
cause “that would mean citizens could sue 
their governments for enforcement of 
rights”. At a meeting in Geneva in January 
to prepare for the UN summit on AIDS, the 
American delegation explicitly rejected a 
rights-based approach to stopping the dis- 
ease, which it prefers to consider as a 
health-policy problem or, when pressed, 
as one of national security. 

However, badgering the United States 
to change its attitude may be little use. 
After all, human-rights groups have long 
tried unsuccessfully to persuade America 
to abolish the death penalty. If such 
groups start offering their views on a slew 
of other issues, Americans may simply 
stop paying attention to them. Mr Ignatieff 





admits that human-rights groups risk be- 
coming marginalised. Nevertheless, he ar- 
gues that “the risk of not going this route is 
equally great: you become focused on yes- 
terday’s challenge and you miss tomor- 
row’s challenge.” 

Campaigners argue that tomorrow's 
challenge in the United States is to con- 
vince people of the legitimacy of social 
and economic rights. “It is a new idea for 
Americans to think of themselves as hav- 
ing human rights as well as constitutional 
or statutory rights,” says Mr Roth. Leonard 
Rubenstein, of Physicians for Human 
Rights, a lobbying group based in Boston, 
predicts that “as Americans start demand- 
ing rights for others around the world, they 
will start pressing for them at home as 
well.” In the end, he hopes that these rights 
will become as uncontroversial as the civil 
rights Americans take for granted today. 
“Human rights ought not to be a partisan 
issue”, says Mr Cox. “You could have a par- 
tisan debate on how to realise the rights to 
housing, health, and food. But you should 
not have a partisan debate on whether 
there are such things.” 

Unfortunately, extending the notion of 
human rights could have the opposite ef- 
fect. Rather than elevating rights above the 
partisan fray, it could turn them into politi- 
cal shuttlecocks. To some extent, this has 
happened in Britain, where the adoption 
of the European Convention on Human 
Rights last autumn has been followed by a 
flood of lawsuits. The net effect has been to 
make these rights seem more trouble than 
they are worth. 

Human-rights campaigners risk fritter- 
ing away their hard-won political capital 
in the pursuit of rights that are both unde- 
finable and undeliverable. Veteran cam- 
paigners know all too well that two 
wrongs don't make a right. They are about 
to find out that too many rights may well 
make a wrong. E 





Tadia 
indila 


How Hindu an India? 


AHMEDABAD AND DELHI 


Hindutva, the quest for Hindu-ness, is alive and well 


ANJIT, candidate for a degree in com- 

puter science, believes that Chris- 
tians and Muslims are plotting to take over 
India by marrying Hindu girls. This far- 
fetched notion is probably shared by hun- 
dreds of the other young men carrying rit- 
ual daggers tucked into their saffron sashes 
who turned out on August 13th for a rally 
staged by a Hindu youth group in Ahmed- 
abad, Gujarat’s commercial capital. “Islam 
is not of this culture,” observed one 
speaker. Their cheers were almost within 
earshot of a Muslim neighbourhood. 

Some Gujaratis call their state “the lab- 
oratory”. It is ruled by the same Hindu- 
nationalist party, the Bharatiya Janata 
Party, that governs India at the head of a 
19-party coalition. In Gujarat, though, it 
rules alone with a decisive majority. Ner- 
vous witnesses suspect that the ranting of 
the Bajrang Dal, the group that staged the 
rally, is the sort of rhetoric that the BJP 
would spread across India if it dared. 

The party has tried to lay such fears to 
rest during its three years in power at the 
centre. But it cannot disavow the Bajrang 
Dal entirely. Both belong to the “sangh pa- 
riwar”, or “family of associations”, a term 
outsiders apply to a loose-knit family of 
30-odd nationwide organisations that 
draw inspiration from the Rashtriya 
Swayamsevak Sangh (rss, the “national 
association of volunteers”). That links In- 


dia’s reassuringly moderate prime minis- 
ter, Atal Behari Vajpayee, to the hotheads 
of Bajrang Dal. 

The connection is the fulcrum of Indian 
politics. The opposition pointedly calls it- 
self “secular”, citing the constitution, 
which bars the state from promoting any 
religion. The Byp’s ideologues maintain 
that secularism as practised in India has 
denied equal treatment to Hindus, who 
make up four-fifths of the population, and 
exposed Hindu culture to such threats as 
conversion and Islamic fundamentalism. 
The redress they seek worries minorities 
and, many fear, threatens India’s secular 
traditions. This struggle between secular- 
ism and Hindutva (Hindu-ness) is India’s 
main ideological conflict. 

But the battle lines are fuzzy. Most of 
the Byp’s coalition partners, partly depen- 
dent on the votes of minorities, side with 
the secularists. They have obliged the BJP 
to suspend its most contentious proposals, 
such as building a temple in Ayodhya 
where a mosque stood until it was torn 
down by Hindu zealots in 1992, and replac- 
ing family law based on religion, which ac- 
commodates Muslim traditions, with a 
uniform civil code for everyone. Its leaders 
are practised at making Hindutva sound 
unobjectionable. The syp’s “core belief is 
nationalism”, says Narendra Modi, a gen- 
eral secretary of the party. Madan Das 
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Devi, a leader of the Byp’s mother organisa- 
tion, the rss, defines Hindutva as “a way 
of life which accepts that all ways reach to 
one place, which is God”. Who but a fa- 
natic could object to that? 

But the rss’s Hindutva is not cuddly 
and has not been tamed. In Delhi, the BJP 
is subtly promoting it in the arena where it 
may matter most, education. Last Novem- 
ber the National Council of Educational 
Research and Training (NCERT) issued a 
curriculum framework, which states can 
(but need not) use for their own schools. 
The BJP's cultural agenda is packaged in 
appeals to patriotism. The curriculum 
should be “rooted in [India’s] indigenous 
tradition”. Because India is “the most en- 
nobling experiment in spiritual co-exis- 
tence”, it should stress values. Most of the 
BJP’s allies see nothing to object to. “If we 
feel confident about our history, we 
should revive knowledge and pride in that 
heritage,” says Jaya Jaitly, a leader of the 
Samata Party, a coalition member. 

To secularists, though, the curriculum 
framework marks a new front in a Kultur- 
kampf against pluralism and modernity. 
Arjun Dev, former head of the NCERT'’s de- 
partment of education in social sciences 
and humanities, says the document is “de- 
signed to promote exclusivist, chauvinist 
ideas”. It demotes science and social con- 
cerns as a source of values in favour of reli- 
gion and warps the former by glorifying 
Indian contributions to it. On August 6th 
education ministers from nine opposition- 
ruled states demanded that the NCERT 
framework be scrapped. 

Critics fear that what begins with 
squabbles about education can fuel the 
crudities of the Bajrang Dal. The group is 
often accused of attacking members of mi- 


nority groups, most recently a Catholic >» 
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> priest in Maharashtra in revenge for the 
claimed killing of four rss activists in the 
north-east by Christians. Some of these 
allegations may be wrong. But the Bajrang 
Dal does train some of its adherents in the 
use of weapons. Its behaviour reveals 
what the well-oiled rhetoric of the BJP 
hides: that Hindutva needs defence only if 
non-Hindus are regarded as threats. 

Itis hard to say precisely how far India’s 
elected leaders are responsible for the ex- 
cesses of the zealots. The sangh pariwarisa 
disjointed beast. The mother organisation, 
the rss, is dedicated to “character build- 
ing”, mainly through 40,000 daily group 
exercise sessions called shakhas, in which 
members in military-style khaki shorts 
drill with sticks and salute a saffron flag. 

The most zealous volunteers are to be 
found in the ranks of scores of its daughter 
Organisations, including the Vishwa 
Hindu Parishad (World Hindu Council, of 
which the Bajrang Dal is the youth wing) 
and a trade union. Each has its own char- 
ter, officers and sources of funding. Nor- 
mally, they rally round the pyr at election 
time; between polls, relations between the 
party and its siblings can be bitter. Political 
power has forced the party to make com- 
promises that enrage ideologues. The head 
of the rss-linked trade union recently 
called the finance minister a “criminal” for 
proposing labour-law liberalisation. 

Yet the sangh pariwar's fragmentation 
can be a strength. It operates like an ideal- 
ised version of the caste system: each com- 
ponent works towards the same end butin 
its own way. One part need not assume 
blame for what others do. 

Secularists fear that Byp-ruled Gujarat 
represents the party’s true ideal. One of 
the most economically successful states, it 
is also one of the most polarised. Human- 
rights activists say its government has con- 
ducted or tolerated countless abuses of mi- 
norities, including malicious textbooks 
(one describes Muslims, Christians and 
Parsis as “foreigners”) and an attempted 
survey of minority groups (ruled uncon- 
stitutional). The police allegedly ignore at- 
tacks on minorities. “A type of fascism is 
slowly emerging,” says Father Cedric Pra- 
kash, a human-rights campaigner. Guja- 
rat’s chief minister, Keshubhai Patel, insists 
that his state is a laboratory only for toler- 
ance and economic success. 

Gujarat’s fraught atmosphere cannot 
be blamed entirely on the BJP. The state’s 
history of religious violence goes back de- 
cades: in Ahmedabad, Hindus and Mus- 
lims have been quitting each other's neigh- 
bourhoods since the mid-1980s. Some 
objectionable textbooks predate the 
party’s accession to power. But at least 
large-scale rioting has declined since the 
BJP took over. The secularists hope that the 
rest of India is too democratic and diverse 
to fall for the blandishments of Hindutva. 
But no one is taking it for granted. = 
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Pakistan 


Power games 


LAHORE 


A military shadow over “civilian rule” 


HE president of Pakistan, General Per- 

vez Musharraf, promised this week to 
hold a general election, but not until Octo- 
ber next year. He will thus be stretching the 
period of military rule to the limit permit- 
ted by the Supreme Court. But at least the 
general has been more accommodating 
than a previous military ruler, General Zia 
ul Haq, who seized power in 1977 and did 
not hold a general election until 1985, de- 
spite the Supreme Court’s order to do so 
“as soon as possible”. 

The much-awaited announcement in 
Islamabad came on August 14th, Pak- 
istan’s independence day, during a speech 
by General Musharraf before an audience 
of several hundred “people’s represen- 
tatives” elected in local contests on August 
2nd. This was the first stage of his plan to 
“transfer power from the bureaucracy to 
the people”, he said. In the second stage, 
between now and June 30th next year, the 
government intends to “introduce a mech- 
anism of checks and balances” on the exer- 
cise of power by elected politicians. A mili- 
tary-dominated National Security Council 
(NSC) is likely to be set up, standing above 
the cabinet and parliament, “to ensure 
continuity of the democratic process and 
reforms”. This will be done, said the gen- 
eral with a straight face, “in order to avoid 
military intervention in the future”. Elec- 
tions would be held in the third phase, 
while the last phase of the “transfer of 





power” would end in November 2002. 

The constitutional changes envisaged 
before the general election are meant to en- 
sure that real power is retained by the 
armed forces. Presumably the nsc, 
chaired by the president, will have the 
power to fire the prime minister and/or 
parliament. As things stand constitu- 
tionally, the president is a ceremonial fig- 
ure who appoints provincial governors 
and service chiefs only upon the advice of 
the all-powerful prime minister. 

General Musharraf, who appointed 
himself president in June, gave no clues 
about what his position in the new set-up 
will be, through presumably he intends to 
remain in office. He could, like General Zia, 
acquire legitimacy through some sort of 
carefully choreographed referendum be- 
fore the general election, possibly one 
based on the votes of the local mayors 
elected recently. Or, as is more likely, he 
might simply demand that parliament 
should ratify his status (or elect him) as 
president for five years along with the 
other proposed constitutional amend- 
ments, in exchange for a right to function. 

A harder problem will be how to deal 
with the country’s three main political 
parties, all estranged from the military gov- 
ernment, after the general election. The 
army has succeeded in splitting the Pak- 
istan Muslim League of the former prime 
minister, Nawaz Sharif. But it has had no 
such luck with the Pakistan People’s Party 
(ppp) of Benazir Bhutto, also a former 
prime minister, and the Muttahida Qaumi 
Movement in Sindh province, led by Altaf 
Hussain. All three leaders are in forced ex- 
ile, facing various charges ranging from ter- 
rorism to corruption. Although their par- 
ties will be allowed to contest the general 
election, General Musharraf insists that 
the leaders will be barred from taking part. 
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' That may be easier said than done. Al- 
though Mr Sharif’s supporters fared badly 
in the local elections and Mr Hussain’s 
boycotted them, Miss Bhutto's candidates 
swept Sindh province and made a power- 
ful comeback in Punjab and North West 
Frontier provinces. Indeed, on current 
form and barring electoral rigging, the PPP 
can be expected to win the most seats in 
parliament next year. What then? 

Some observers suggest that Miss Bhutto 
may do a deal with General Musharraf, 
committing her party to his plans for con- 
stitutional change and staying out of parlia- 
ment herself in exchange for her impris- 
oned husband’s freedom and a degree of 
power-sharing. As a budding politician 
himself, General Musharraf may not be all 
that averse to such a cynical arrangement. m 





Water in China 


In deep 


DANJIANGKOU, HUBEI PROVINCE 
Following up on Mao’s big idea 


ITH much of northern China fast 

running out of water, the govern- 
ment is favouring a plan championed by 
Chairman Mao half a century ago. Water 
would be diverted to the north from the 
Yangtze River basin hundreds of kilo- 
metres to the south. Chinese officials say 
work on what would be one of the world’s 
biggest water diversion schemes is likely to 
start next year. But quite apart from being 
colossally expensive, the project may well 
do more harm than good. 

Beijing gets most of its drinking water 
from a single reservoir which these days, 
thanks to successive droughts and soaring 
consumption, is a third as full as it once 
was. Farmers and industries are pumping 
water out of the ground so fast that in 15 
years Beijing’s water table will be drained. 
The Yellow River, on which much of 
northern China depends for its industry 
and agriculture, now often dries up before 
reaching the sea. More than half of China’s 
cities suffer water shortages. This year has 
seen one of the worst droughts in decades. 

But some experts are sceptical about 
the scheme, much as it appeals to a leader- 
ship fond of grandiose solutions to ancient 
problems. So far, though, it has not 
aroused the bitter controversy that the 
equally vast plan to dam the Yangtze at the 
Three Gorges did before its approval in 
1992. In the north, water is needed badly 
and the project does not threaten an area 
as beloved as the scenic Three Gorges. But 
like the earlier one, the new scheme will 
do considerable damage to the environ- 
ment and cause massive disruption to 
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many lives. It will also provide no more 
than a partial solution to China’s problem. 

The diverted water would follow three 
main routes. The western section would 
involve tunnelling through mountains to 
link the headwaters of the Yangtze and Yel- 
low rivers. The central route would require 
building a canal and aqueduct some 
1,240km (770 miles) long to the Beijing 
area. The 1,150km eastern route would 
mostly follow existing water courses, in- 
cluding that of the ancient Grand Canal. 

For the time being, Chinese officials are 
focusing on the technically less challeng- 
ing central and eastern routes, which 
would cost some $20 billion. The eastern 
route, however, presents a major pro- 
blem—the water would pass through some 
of the country’s most polluted rivers. 
Bringing in a supply of polluted water 
would be of very little use to northern 
China. 

The central route is therefore likely to be 
the first to get under way and could be 
completed by 2010. But there are consider- 
able drawbacks to this part of the plan too. 
The level of the Danjiangkou reservoir 
would need to be raised by 13 metres (43 
feet). More than 200,000 people would 
have to move. Many would move higher 
up the surrounding hills, chopping down 
forest and exacerbating already serious 
soil erosion. Downriver of the Danjiang- 
kou dam, the water level of the Han River, 
a major tributary of the Yangtze, would 
drop, making it more prone to fish-killing 
algae. Officials say that this problem could 
be alleviated by pumping water from the 
Three Gorges reservoir into the Han River. 

Some experts in Beijing argue for a dif- 
ferent tack. Tackling pollution, using recy- 
cled water and forcing people to save wa- 
ter by raising absurdly low prices would go 
a long way towards alleviating the north’s 
problems, they say. Once these measures 
were in place, the diversion plan could be 
reconsidered. One of China's best-known 
critics of the government's big water pro- 
jects, Dai Qing, says officials have sup- 
pressed debate about the scheme. “They'll 
make a lot of money on the side through 
corruption,” she argues. “It doesn’t matter 
to them whether it works or not.” m 
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Japan 
Harder times for 
Koizumi 


TOKYO 
His shrine visit won’t help Japan’s 
prime minister mollify the right 


[ WAS a fudge—and nota very successful 
one at that. Junichiro Koizumi, Japan’s 
new prime minister, had pledged before 
his appointment in April to go to Yasukuni, 
a controversial shrine for the war dead, on 
August 15th, the anniversary of Japan’s 
surrender in the second world war. Last 
month he started publicly wavering, as 
protests, both inside and outside Japan, got 
louder. When he eventually went to Yasu- 
kuni, two days earlier than promised and 
with a minimum of warning, he pleased 
few and angered many. 

Mr Koizumi, the first sitting prime min- 
ister to pay an official visit to the shrine in 
16 years, had hoped that the change in date 
and a carefully prepared statement 
acknowledging Japan’s wartime aggres- 
sion would mollify critics. He was wrong. 
China, South Korea, and other Asian coun- 
tries were furious that he went to a shrine 
which honours, among millions of other 
war dead, 14 “Class A” war criminals, and 
were notin the slightest bit mollified by his 
changing of the date. Tensions that had 
been running high following a row over 
Japanese history textbooks that omit refer- 
ence to the sexual exploitation of local 
women by Japanese occupation forces 
rose even further: in South Korea a group 
of particularly incensed men each cut off a 
little finger in protest. Japan’s foreign min- 
istry, led by Makiko Tanaka, its minister, is 
now scrambling to patch things up. 

Mr Koizumi also lost support at home. 


Those who opposed his Yasukuni trip— »» 
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> New Komeito, his main coalition partner, 
and most of the opposition parties—were 
angry that he went at all. Worse, those in 
his own Liberal Democratic Party (LDP) 
who wanted him to go on the 15th were up- 
set because he partially caved in to what 
they call pressure from the political left. 
The loss of his conservative chums 
comes at a bad time for Mr Koizumi. His 
cabinet has just approved astringent set of 
budget guidelines for 2002, which trim 
overall government spending by 1.7%, the 
biggest cut ever. The prime minister, it 
seems, is determined to stick to his pro- 
mise of capping new issues of government 
bonds to less than ¥30 trillion ($246 bil- 
lion) next year. He ventured into sacred 
LDP territory, slashing public-works 
spending by 10% or ¥9.3 trillion. The folk in 
the LDP, mindful of their constituents, will 
now start fighting for their pieces of the 
shrunken pie. With few allies and lots of 
enemies, Mr Koizumi may find it hard to 


East Asian economies 


control the rows that will surely erupt in 
the coming weeks. 

He will have to do battle himself if he is 
to push through administrative reforms to 
sort out Japan’s debt-ridden public cor- 
porations, such as the Japan Highways 
Public Corporation and the post office. Not 
only does he face strong resistance from 
the bureaucrats that oversee them, but he 
is likely to clash with many politicians 
who rely on these groups for support. As 
for his structural reform plans for the priv- 
ate sector (which he has yet to unveil), 
these too are unlikely to be greeted kindly 
by many members of his party. 

Mr Koizumi has ended up wasting pre- 
cious political capital by going to Yasu- 
kuni. He has even lost some credibility 
with voters. His strongest support group, 
ordinary voters, cared little about his visit 
to the shrine, but were left with the impres- 
sion that Mr Koizumi backs and fills when 
the going gets tough. = 


To spend or not to spend? 


BANGKOK 


Some governments are opening the spigots, others are afraid to 


HE last time they collapsed, during the 

crisis of 1997-98, East Asia's economies 
could at least fall back on healthy fiscal bal- 
ances. That virtue gave them an edge over 
other emerging markets, and after a little 
wrangling with the mF their governments 
began spending freely to help offset falling 
exports and investment. Four years on, 
however, the region has been gripped by a 
second downturn, this one global. And 
after borrowing heavily last time to bail 
out banks and boost demand, Asian gov- 
ernments’ debt levels are now much 
higher than before. This time round, can 
they afford to prime the pumps? 

Although some clearly can, it is surpris- 
ing how few are trying. Indeed, investors 
are actually urging some countries to 
spend more. South Korea’s government, 
for example, has plenty of scope to do so, 
but delays in the National Assembly con- 
tinue to hold up its plans. The government 
actually ran a budget surplus of 1.1% of 
GDP last year, and has fallen well short of 
its spending targets in the first half of 2001. 
Some onlookers have also wondered why 
Singapore does not spend more, since it 
has a large surplus while its exports, and 
its growth, are falling sharply. 

In the region’s most troubled econo- 
mies, by contrast, governments would like 
to prime the pumps, but higher debt-ser- 
vice costs and wary currency traders are 
making it more difficult. In the Philippines, 


for example, Gloria Macapagal Arroyo in- 
herited a runaway deficit from her prede- 
cessor, Joseph Estrada, when she replaced 
him as president earlier this year. Far from 
spending her way out of trouble, she has 
implemented an austerity plan, and is try- 
ing to overhaul the tax system to capture 
more revenues from the economy. Her 
government continues to hit its monthly 
deficit targets, which provide for a 2001 
shortfall of around 145 billion pesos ($2.7 
billion). Such efforts may eventually help 
to restore confidence, but will bring little 
solace during the current global slump. 
Indonesia’s fiscal problems are even 
worse: although analysts debate Mrs Ar- 
royo’s austerity package, almost all of 
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them agree that Indonesia’s new presi- 
dent, Megawati Sukarnoputri, needs to get 
the government budget under control. For- 
tunately, Miss Megawati has had a good 
week. The currency rallied sharply as her 
new economic team continued to make 
soothing noises. By mid-week it had 
reached 8,485 rupiahs to the dollar—a rise 
of 31% since she took office last month. 
With public debt at over 100% of GDP, 
more than half of it external, a stronger 
currency could ease debt-service costs. 

The rupiah’s recent rebound, however, 
should be heralded with caution. It is a vo- 
latile currency partly because the markets 
in which it trades are so thin. This week’s 
spike followed promises that the Indone- 
sian Bank Restructuring Agency will at last 
begin selling assets seized during the last 
economic crisis. But if Miss Megawati’s 
team fails to press ahead, Indonesia will 
suffer a triple blow: the government will 
lose the proceeds it needs to plug its deficit; 
foreign capital will not flow in to buy the 
assets, thus weakening the rupiah; and an 
unamused 1MF may halt Indonesia’s ef- 
forts to restructure its debts yet again. 

A few Asian governments are still try- 
ing to spend their way out of trouble. Ma- 
laysia will run a fiscal deficit of more than 
4% this year (even including revenues from 
its state-owned oil giant, Petronas). Al- 
though many analysts doubt whether that 
money will yield worthwhile infrastruc- 
ture, and give warning that it may post- 
pone badly-needed restructuring, they all 
agree that it will help offset the short-term 
plunge in Malaysia’s exports. They also 
agree that Malaysia can afford to keep bor- 
rowing for a while yet. 

They worry even more about Thailand, 
where the prime minister, Thaksin Shina- 
watra, won Office this year by promising 
several measures to boost rural incomes. 
Mr Thaksin is also planning a 58 billion 
baht ($1.3 billion) stimulus package for the 
year beginning October ist. More confus- 
ingly, he sacked the central-bank chief ear- 
lier this year so that he could raise interest 
rates, a policy that will make his fresh bor- 
rowing even more expensive. For now, 
however, the farmers come first. m 
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The leadership of black America 
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Time to pass on the torch 


CHICAGO 


The publicity-driven tactics of Jesse Jackson and Al Sharpton look increasingly 
tired and irrelevant. Black America needs a new generation of leaders 


T HAS been another busy week for 

America’s black leaders. In Chicago, 
Jesse Jackson presided over the annual 
meeting of the Rainbow/PusH group (that 
last bit stands for People United to Serve 
Humanity), where he announced that the 
Toyota company would spend no less than 
$8 billion over the next ten years on a pro- 
ject to involve more non-whites in every 
aspect of its business. “More car dealers 
means less car stealers,” Mr Jackson told 
an applauding audience. 

Soon afterwards, Al Sharpton said his 
farewell to the Metropolitan Detention 
Centre in Brooklyn. He was due to be re- 
leased on August 17th after serving a 90- 
day sentence for trespass while protesting 
against the American navy’s bombing ex- 
ercises on the Puerto Rican island of Vie- 
ques. Mr Sharpton now has to decide 
whether he wants to seek the Democratic 
Party’s nomination for the presidency in 
2004; he looks a bit dubious in our picture. 

Rarely out of the headlines, masters of 
the stage-managed event and the atten- 
tion-grabbing soundbite, men like Mr Jack- 
son and Mr Sharpton have long used the 
power of publicity to prod white America 
into recognising the claims of black Amer- 
ica, and doing something to meet those 
claims. But, for all their past successes, 
their grandstanding now looks tired and 
increasingly irrelevant. To a growing num- 


ber of blacks, their ideas have gone stale. 

“If your only tool is a hammer, every- 
thing looks like a nail,” says Clarence Page, 
a columnist on the Chicago Tribune who 
has followed Mr Jackson’s career for three 
decades. Black America needs more so- 
phisticated tools. Some of the issues that 
matter most—school reform, drugs policy, 
the rescuing of the family—receive scant at- 
tention because they have no easy reme- 
dies and because there are no obvious cul- 
prits to point a finger at. It is one thing for 
Mr Jackson to lambast the “prison indus- 
trial complex”. It is another to come up 
with a coherent plan for dealing with the 
shockingly disproportionate number of 
black men in jail or on probation. 

Above all, the problems of America’s 
blacks have changed considerably over 
the past four decades; but their leadership 
has not. The typical black leader is still a 
male over 50 who is a prop of the church 
(both Mr Jackson and Mr Sharpton are 
Reverends) and has some connection to 
the civil-rights movement. There were pre- 
cious few young faces at the table of that 
Rainbow/PUSH meeting. 

David Bositis, an analyst at the Joint 
Centre for Political and Economic Studies, 
a black think-tank, sees some significant 
differences in the way different genera- 
tions of American blacks look at the world. 
Opinion polls show that younger blacks, 
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those aged between 18 and 25, are the ones 
most likely to believe that the condition of 
black Americans has improved over the 
past five years. The older ones are likelier 
to believe that it has either got no better, or 
actually got worse. Young blacks are far 
less loyal to the Democratic Party than 
their elders have been. Nearly half of the 
18-25 lot describe themselves as politically 
independent. And young blacks over- 
whelmingly support school vouchers; 
those over 65 are strongly against. 

So where will the next lot of black lead- 
ers come from? From the increasingly 
wide range of professions in which blacks 
now make their mark, not just the civil- 
rights movement. “We have leaders in ev- 
ery walk of life now,” says Mr Page. 

He reckons that the racial progress of 
the past few decades has had three main 
Stages. The first was the breakthrough to le- 
gal equality in the civil-rights era. The sec- 
ond was the electorate’s growing willing- 
ness to vote blacks into political office. And 
now the third and potentially the biggest 
wave of change is happening, in the priv- 
ate sector of the economy. The examples 
stretch from the film industry, where black 
directors such as John Singleton and Spike 
Lee ply their trade, to boardrooms at com- 
panies like AOL-Time Warner. Most peo- 
ple did not know thatthe vice-chairman of 
that company was black until President 
Bush appointed him to his Social Security 
commission, points out Mr Page. 

Politics still matter, of course. There are 
some 9,000 elected black officials in 
America, any one of whom could attain 
sudden prominence by winning election 
to statewide office. There are also 39 black 
members of Congress. The names of the 
same three members of the House of Rep- 


resentatives creep into nearly every con- 


25 


b> 


A St a oan 


16 United States 


> versation about future leaders. 

There is Harold Ford junior, a moderate 
Democrat from Tennessee who was 
elected to his father’s seat in 1996, at the 
age of 26. There is J.C. Watts, an Oklahoma 
Republican who has steadily risen to a 
powerful position in the House hierarchy. 
And there is young Jesse Jackson, an Illi- 
nois Democrat who has rolled up his 
sleeves and delved into specific issues in a 
way his father never did. There is nothing 
very gripping about Mr Sharpton running 
for president, says Mary Mitchell, a colum- 
nist on the Chicago Sun-Times. But if Jesse 
junior ran, “Now, that would be exciting.” 

These days, many of the chief concerns 
of black Americans have become more lo- 
cal. The time is past when the Supreme 
Court, with one sweeping decision, could 
push race relations in America towards 
dramatic change. In recent years, the black 
leaders with the most impact have been 
those engaged in the nitty-gritty task of 
transforming their own neighbourhoods. 


Peacekeeping and war 
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One outstanding example is Eugene Riv- 
ers, a Boston pastor whose faith-based pro- 
grammes—and co-operation with the po- 
lice—have dramatically reduced the 
amount of youth violence. “Towns that 
have [strong local leaders] make progress; 
towns that don’t have riots,” says Mr Page. 

The old guard is not gone yet. If Mr 
Sharpton does choose to run for the presi- 
dency, he is not going to win the Demo- 
cratic nomination but he could get enough 
black votes in the Democratic primary to 
give him quite a bit of leverage with who- 
ever does. And Mr Jackson still has plenty 
of clout, as is shown by the glittering peo- 
ple he was able to persuade to attend that 
Chicago conference: they included Bill 
Clinton, Tom Daschle, the Senate majority 
leader, and Jacques Nasser, the president 
of Ford. The veterans will also point out 
that it was they who created the opportu- 
nities now available to the youngsters 
who want to succeed them. Even so, it 
seems time for them to pass on the torch. m 


No, they’re not incompatible 


CHANTIGNY, ILLINOIS 


You can escort kids to school and stay a good fighting man 


HO said that peacekeeping was a job 
better suited to social workers than 
trained fighting men? The very thought 
sends a shudder of indignation down the 
super-fit frame of General David Grange, a 
Special Forces veteran who now looks 
after a temple of American military pro- 
wess: the museum of the 1st Infantry Divi- 
sion, where the battles of Vietnam and 
two world wars are remembered amid the 
rolling lawns of an estate near Chicago. 
Having fought in Vietnam and kept the 
peace in Bosnia, the general has no pa- 
tience with the idea that the army should 
keep its powder eternally dry in readiness 
for a full-scale war in the Korean moun- 
tains or the deserts of Asia. America’s 
fighting men, he insists, should be able to 
move rapidly up and down the full range 
of contingencies, “from brutal combat to 
humanitarian assistance”. Even in rela- 
tively benign places like post-war Bosnia, 
peace-support work can be good practice 
for battle because it gets men used to work- 
ing in unfamiliar cultures and taking the 
sudden decisions that real war requires. 
His trenchant beliefs dovetail neatly 
with those of a fellow Chicagoan, Charles 
Moskos, a sociology professor who set off 
a furious exchange of e-mails among de- 
fence pundits by conducting a survey of 
American peacekeepers in Kosovo and 
finding that most of them enjoyed their 


job, and thought it made them better sol- 
diers. Nearly half (46%) denied that peace- 
keeping “weakens the warrior spirit”; 37% 
thought keeping order in Kosovo would 
make them better prepared for combat, 
and only 14% said the opposite. 

As the battle over the structure of 
America's armed forces grows fiercer, all 
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It doesn’t stop a soldier being a soldier 
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this is of more than academic interest. Un- 
til recently it was an article of faith, among 
defence-minded conservatives, that the 
battle-readiness of America’s best soldiers 
had been eroded by the Clinton adminis- 
tration’s irresponsibility in flinging them 
into less than vital places such as Haiti and 
the Balkans. During last year’s presidential 
election, Condoleezza Rice—now Presi- 
dent Bush’s national security adviser- 
made the acid comment that “escorting 
kids to kindergarten” was hardly the best 
use for the 82nd Airborne Division. 

But, faced with the realities of office, the 
Bush administration found that cutting 
down the peacekeeping job is easier said 
than done. The European members of 
NATO were horrified by the idea that 
America might pull its 10,000 peacekeep- 
ers out of the Balkans, and have been as- 
sured that there will be no rude surprises. 

Donald Rumsfeld, the defence secre- 
tary, confirmed this month that he might 
withdraw the few hundred Americans 
who have been serving in a multinational 
peacekeeping force in the Sinai peninsula 
for the past 20 years. But he faces tougher 
decisions than that. Itis being said that the 
Quadrennial Defence Review, due to be 
unveiled next month, will call for the axe- 
ing of one or two complete army divisions. 

This would mark a radical change. The 
preservation of ten divisions (there were 
18 before the Soviet Union’s collapse) was 
a sacrosanct principle for most of the Clin- 
ton era. So was the related axiom that 
America must be able to win two medium- 
sized wars at the same time. If one or two 
divisions are cut, this will be presented as 
the result of a shift to a new set of assump- 
tions. The planners have been told to work 
out how big an armed force is needed to 
win one medium-sized war while simulta- 


neously deterring threats to America itself, »» 








> keeping a protective arm around Amer- 
ica’s friends in one overseas region, and 
doing a peacekeeping job in another. 

The army's advocates will give Mr 
Rumsfeld a tough time if he asserts that 
this new set of tasks can be achieved with 
a smaller force. They will point out that, in 
1991, the Gulf war alone tied down more 
than seven divisions. Last month the plan- 
ners came up with a provisional conclu- 
sion that the armed forces might in fact 
need to be expanded. They were told to go 
back to the drawing-board. 

Still, the effect of the debate opened by 
Mr Rumsfeld can already be felt. So long as 
the ten-division figure was considered un- 
challengeable, friends of the army on Cap- 
itol Hill could complain bitterly about 
“overstretch” without fear that anyone 
would say: “So, let's do less, and have a 
smaller army.” Now that the size of the 
army is seriously under review, the critics 
of peacekeeping have become a little more 
subdued—and bolder voices, like General 
Grange’s, are being heard more loudly. m 


A fading state 
Fare thee well, 
lowa 


CHICAGO 


Can Iowa persuade people to live there? 


ULIE WHIPPLE was born in Iowa, not far 

from where her parents, grandparents 

and great-grandparents had been born. 
She went to high school in Nashua (popu- 
lation 1,618), graduated from the Univer- 
sity of lowa—and then walked away to 
Chicago, in Illinois. lowa wants her back. 

“We need more people if our state is to 
thrive and prosper,” says Governor Tom 
Vilsack. Iowa's population of 2.9m has 
grown a bit since 1990, but at little more 
than a third of the rate for the country as a 
whole. About half of its 99 counties have 
fewer people than they did a decade ago. 
In 44 of them the population had peaked 
by 1900, in another 25 between 1910 and 
1950. The number of working-age lowans, 
those between 20 and 64, is expected to fall 
by 23,000 between 2010 and 2020, and the 
number of those over 65 to grow by 
142,000. There are already more over-75s 
than under-fives. 

Young, well-educated Iowans such as 
Mrs Whipple, a software consultant, are 
the likeliest to look for better jobs and 
more pay in other states. lowa’s excellent 
schools and universities are subsidising 
employers everywhere else, says Betsy 
Brandsgard, of the governor's Strategic 
Planning Council. Except in big cities such 
as Des Moines, which are still growing, 
emigration is sapping the state’s vitality. 


Go organic, young man 
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Greenery, as well as their gentle form of communism, could help the Amish 


HOSTETLER gazes out from under 

his wide-brimmed straw hat at his 25 
acres of fruit and vegetables. His team of 
horses waits quietly, hitched to a steel 
cultivator. “Farming is what I like to do. I 
can’t imagine doing anything else,” he 
says. Like many Amish, he has a tiny 
farm, barely 100 acres in all, dwarfed by 
giant agribusiness firms with hundreds 
of thousands of acres. 

The Amish, a devoutly religious peo- 
ple who shun such trappings of moder- 
nity as cars, secondary education and 
electricity from public grids, have pro- 
tected their way of life for over 300 years 
in part by sticking close to their agrarian 
roots. As recently as the late 1970s, 
nearly 70% of Amish men worked the 
land. Now, in many communities, fewer 
than half do. Encroaching suburbs and 
increasing tourism have pushed up land 
prices, and declining commodity prices 
have cut into incomes. Many Amish 
now have to make their living in fac- 
tories, or in trades such as carpentry. 

Unlike many Amish farmers, Mr 
Hostetler is thriving. Since becoming a 
certified organic farmer, he has been 
able to sell his raspberries for nearly 
twice the price charged by his non-or- 
ganic neighbours, and his potatoes for 
three times as much. The income that he, 
his wife and his four children get from 
working his small plot near Milroy, 
Pennsylvania, has trebled. 

Mr Hostetler and six other Amish 


And bad makes for worse. The more good 
workers leave, the fewer are willing to stay. 
The fewer there are, the harder it is to pay 
for the needs of an ageing population. 
Iowa's demographic challenge is not 
unique. A map of the American counties 
that lost the most people between 1990 
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and Mennonite farmers (the Mennonites 
are religious cousins of the Amish) have 
joined the Tuscarora c Growers 
Co-operative, which sells their wares in 
the area around Washington, pc. Last 
year the co-op, which also has eight 
“English” (as the Amish call non-Ger- 
man-speakers), sold over 50,000 crates 
of fresh produce: small potatoes in Cali- 
fornia, but not for the Amish. 

The co-op guarantees the farmers a 
steady market. It also provides transport 
to the nation’s capital—a mere 2'2 hours 
away by car, but beyond the reach of an 
Amish horse and buggy. As the co-op’s 
manager, Chris Fullerton, puts it, “Some 
farmers are just not very good at selling 
their produce.” By taking over the mar- 
keting, the co-op lets its focus on 
production, where dirty fingernails and 
a gruff voice are no handicap. 

The organic market is booming: it 
was worth $7.8 billion last year. It also 
seems to be a natural fit for the Amish. 
So why have so few of them become cer- 
tified organic growers? The organic certi- 
fication process is difficult for small 
farmers. Mr Hostetler, who bought his 
farm from an in-law who had used pesti- 
cides, had to farm the land for three 
years without chemical inputs before he 
was passed. And, surprisingly, despite 
their rejection of most modern technol- 
ogies, many of Mr Hostetler’s neigh- 
bours quite like chemical fertilisers and 
pesticides: they kill the weeds faster. 


and 2000—some of them 10% or more— 
shows a wide swathe reaching down the 
mid-west from Canada to Mexico. But 
lowa, at least, is fighting back. 

For Mr Vilsack, the battle has three 
fronts. First, he wants to keep young Io- 
wans from moving away in the first place. 
Roughly 60% of Iowa's university students 
have been leaving the state after gradua- 
tion. He has been touring the universities 
to tell the new lot about lowa’s employ- 
ment opportunities. University graduates 
can visit www.smartcareermove.com, a 
website that lists some 1,500 professional 
and technical job openings in the state. 
The state legislature has appropriated 
$180m to help communities make them- 
selves more attractive. 

Second, he wants to pull people like 
Mrs Whipple back home. The state has 
sent direct-mail solicitations to 215,000 Io- 
wan graduates telling them how to find 
good jobs in Iowa. Mr Vilsack himself has 


held “Iowa alumni and friends” receptions p» 





> in New York, Los Angeles, San Diego, Chi- 
cago and Phoenix, where he introduces 
them to eager employers. He will soon add 
Minneapolis and Dallas to the list. 

The third task is to bring skilled immi- 
grants to Iowa. “There are potential lo- 
wans out there, all over the world,” says 
Ms Brandsgard. Three cities—Marshall- 
town, Mason City and Fort Dodge—have 
received “New Iowa” grants to help them 
lure in people from around the globe. 

Will it work? Mr Vilsack has to face 
some hard facts. lowa, like the rest of rural 
America, is a victim of its own success. Its 
farmers are among the most productive in 
the world. But their productivity means 
lower prices and fewer farm jobs. As Alan 
Krueger, a Princeton economist, puts it: 
what's good for America is not necessarily 
good for lowa. 

And Americans continue to move to 
other regions. The population of the 
southern and western parts of the country 
grew by 17% and 20% respectively between 
1990 and 2000, compared with 8% in the 
mid-west and 6% in the north-east. One 
reason is better weather. As transport 
grows steadily cheaper, Edward Glaeser, 
who teaches at Harvard, has found that cit- 
ies with an average daily temperature in 
January of under 30°F grew by less than 5% 
between 1990 and 2000, while those with 
temperatures above 50° grew three times 
as fast. Des Moines, freezing in winter, 
steamy in the summer, is no San Francisco. 

Skills matter, too. Between 1990 and 
2000, cities where 25% of the workers are 
university educated grew twice as fast as 
cities where only 15% are. Iowa has a 
higher proportion of high-school gradu- 
ates than America as a whole, but fewer 
university graduates. 

So itis unlikely that there will be a roar- 
ing flood of migrants into Dubuque or Mo- 
line. Immigrants go to places where there 
are already a lot of other immigrants, and 
those places tend to be big cities, explains 
Mr Krueger. Indeed, the governor's plan to 
put out the welcome mat for the world’s 
highly skilled masses has irritated quite a 
lot of lowans. Some 1,400 people who live 
in Mason City, and another 1,400 in Fort 
Dodge, have (unsuccessfully) asked their 
elected leaders to reject the state’s immi- 
gration-planning grants. 

Iowa will never be New York or Califor- 
nia. No matter. It has good schools, short 
commuting trips to work, little crime and 
cheap housing. There is even some truth to 
the clichés about friendly people and com- 
forting neighbourliness. Robert Putnam, a 
Harvard political scientist, has ranked the 
states according to their “social capital”, 
the informal ties among individuals that 
make them feel connected to their commu- 
nity. lowa is near the top. 

So far, the state has counted only 675 in- 
dividuals and families who were per- 
suaded to return by its come-back-to-lowa 


campaign. It sounds paltry when you 
think of the number who have left, and are 
still leaving. Perhaps it is too early to de- 
spair. Only a decade ago, America’s cities 
were being pronounced dead because the 
middle class, it was said, was scrambling 
out of them. Yet now many cities are thriv- 
ing again, largely because their leaders 
have put money and effort into things that 
make urban living more attractive. 

But it takes time. Alas, Mrs Whipple, 
though invited to Mr Vilsack’s reception in 
Chicago, did not attend. She says she has 
no plans to go home any time soon. m 


America the contemplative 


It’s Buddha’s turn 


The largest Buddhist temple outside 
Asia opens its doors in Colorado 


F YOU are searching for the path to 
enlightenment, try a visit to Colorado. 
This Saturday, August 18th, the largest Bud- 
dhist temple outside Asia—the Great Stupa 
of Dharmakaya Which Liberates Upon 
Seeing—will be consecrated at the Rocky 
Mountain Shambhala Centre in Red 
Feather Lakes, two hours’ drive from Den- 
ver. The Shambhala spiritual leader has al- 
ready “awoken” a 14-foot bronze statue of 
the Buddha, at the heart of the stupa, by 
painting its eyes. The temple, built of the 
toughest concrete, meant to last 1,000 
years, is the result of 14 years of work and 
$2.7m of donations. It commemorates 
Chogyam Trungpa Rinpoche, a Tibetan 
meditation master and the father of 
Shambhala Buddhism, who died in 1987. 
Trungpa Rinpoche’s remains could 


The Buddha awakes 


hardly have found a more appropriate 
resting-place. Having fled from Tibet in his 
youth, he was a powerful figure in spread- 
ing Buddhism in the western world, first in 
Britain and later in North America. He de- 
veloped Shambhala training, which con- 
centrates on the practice of meditation, 
increasingly popular in the West in the 
past couple of decades. He created a net- 
work of 150 meditation centres around the 
world, which offer weekend courses for 
busy Buddhists; he started the Naropa Uni- 
versity in Colorado; and he also turned out 
to be a bestselling author. 

The United States has been particularly 
fertile ground for all this. Although most 
American followers of Buddhism are still 
of Asian origin, interest has been growing 
among non-Asians. Since the Dalai Lama 
won the Nobel peace prize in 1989, Bud- 
dhism has become increasingly popular, 
claiming some high-profile converts such 
as the actor Richard Gere. There are now 
thought to be about 1m non-Asian Bud- 
dhists in the country. Tricycle, a Buddhist 
quarterly based in New York, sells over 
50,000 copies per issue, compared with a 
few thousand in the early 1990s. 

These days many Americans of as- 
sorted religious views seem happy to ex- 
periment with Buddhist-inspired prac- 
tices. Attendance at Buddhist retreat 
centres is growing, as people talk about 
their need for spiritual fulfilment. Mon- 
santo, a biotech company, works with the 
Centre for Contemplative Mind in Society, 
based in Massachusetts, which uses medi- 
tation to help executives solve their pro- 
blems. You need to keep things in propor- 
tion, says Robert Thurman, professor of 
Indo-Tibetan Buddhist studies at Colum- 
bia University. The “American Buddhist 
wave” is still much smaller than the tsu- 
nami-like rise of Christian fundamental- 
ism. Still, watch that stupa in Colorado. = 








NE of the oddest things about the current administration is 

its relationship with the gleaming-minded. George Bush is 
one of the least intellectually curious politicians in the business 
(which is saying something), a man who glided through two Ivy 
League universities without acquiring much in the way of book 
learning, and is still pretty vague about “abroad”. Yet he never 


hesitates to make use of intellectuals when it serves his interests. 


He was at it again during his long deliberations on stem-cell 
research. He not only talked at length with scientists, policy 
wonks and bioethicists. He has appointed one of the bioethi- 
cists, Leon Kass, to run a newly created council on the subject, 
singling out this University of Chicago professor for special 
mention during his address to the nation. ` 

Who is this obscure figure who has been given such influ- 
ence over so vexing a subject? And what sort of advice is he 
likely to offer? Mr Kass could hardly possess better credentials. 
He trained as both a doctor and a biochemist before venturing 
into the squishy field of bioethics. He eschews the hyper-spe- 
cialisation that so disfigures modern academia. He helps to 
teach Chicago’s justly famous course on “great books”, and has 
written on such diverse subjects as courtship and eating habits. 

But Mr Kass is far from being a political virgin. He has spent 
some time at the American Enterprise Institute, one of the nurs- 
eries of the current administration. He has written widely in 
intellectual magazines, liberal as well as conservative. And he 
has testified before Congress on the evils of cloning. 

It was his views on cloning that attracted the White House’s 
attention. And Mr Kass exploited that attention with consum- 
mate skill. He was present during the vital meeting, on July 9th, 
when the president first cogitated on the case for limiting the 
provision of tax money to existing stem-cell lines, the compro- 
mise he ultimately announced. He then persuaded the president 
to allow him to broaden the remit of his council from stem-cell 
research to the bigger question of whether modern science has 
lost its bearings. This philosopher is a politician, too. 

His appointment was inevitably greeted with rapture on the 
right. This is the first time that the millions of Americans who 
take religion seriously have had their views represented on so 
important a federal body. But Mr Kass is an unusual sort of con- 
servative, and not just because he is a Jew rather than a Chris- 
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tian. He claims he learned his values growing up in a socialist 
household in hard-scrabble Chicago. His views owe less to the 
Bible, Old Testament or otherwise, than to classical philosophy, 
particularly Aristotle's “Ethics”. He belongs to a small group of 
influential conservatives, including Paul Wolfowitz, number two 
at the Pentagon, and John Walters, Mr Bush’s choice for drugs 
tsar, who see themselves as disciples of Leo Strauss, a philoso- 
pher who preached reverence for classical texts. 

To some, Mr Kass’s ideas come across as little more than old 
fogeyism. He laments that women spend their fertile 20s living 
on their own rather than with their parents or husbands: “Un- 
protected, lonely and out of sync with their inborn nature”. He 
claims that stoning rapists to death “has never seemed to me too 
cruel or excessive a punishment”. But at his best he offers a pow- 
erful critique of a society that tends to reduce all choices, how- 
ever profound, to the level of consumer preferences. 

His thought is guided by two principles. The first is his scepti- 
cism about the Enlightenment'’s project of mastering nature. The 
two books that have influenced him most in this area, he claims, 
are Aldous Huxley’s “Brave New World” and C.S. Lewis’s “The 
Abolition of Man”. Both books cock a sceptical eye at the dream 
of conquering disease and ending suffering. The second princi- 
ple is what he calls “the wisdom of repugnance”. Mr Kass be- 
lieves that ordinary people are right to recoil instinctively from 
scientific schemes to clone humans or cross chickens with 
horses. “In this age in which everything is held to be permissible 
so long as it is freely done, repugnance may be the only voice 
left that speaks up to defend the central core of our humanity. 
Shallow are the souls that have forgotten how to shudder.” 


Don’t let repugnance get repugnant 

But is shuddering really a good guide to public policy? Mr Kass 
is right to warn people against scientific Utopianism. What sen- 
sible person does not shudder when crackpots dream of the day 
they will be able to grow horns, wings, gills and tails? The pro- 
blem is that most people don't turn to biotechnology because 
they want to turn themselves into gods or devils. They are hop- 
ing to overcome infertility, or cure a crippling illness. 

Mr Kass is obsessed with the downside of biological re- 
search. But are the hundreds of thousands of children who have 
been born thanks to in vitro fertilisation not a cause for wonder 
rather than moral hand-wringing? Mr Kass now claims that he 
has modified his initial opposition to 1vr, though many of his 
objections to cloning apply to any attempt to produce life “un- 
naturally”. But the thing that seems to drive his thinking is the 
fear that “scientific progress” may be the thin end of a wedge 
that leads inevitably to Lewis’s “abolition of man”. 

Nor is Mr Kass’s “repugnance” much of a guide to policy. 
Didn't Americans once regard slavery as acceptable and 
women’s suffrage as unthinkable? Are they not today pro- 
foundly divided over whether abortion is repugnant or not? 
When Louise Brown was born in 1978, most people regarded 
test-tube babies as freaky. Few do today. Mr Kass may have de- 
liberately exaggerated his objections to scientific advance in or- 
der to balance the relentless propaganda that comes from the 
biotechnology industry. But if he wants to provide the president 
with real wisdom, not just homilies on repugnance, he needs a 
more nuanced approach. He has to acknowledge the promise of 
science as well as its perils. Let him pause for a moment to won- 
der at the miracle that allowed Louise Brown to be born. = 
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Dreading the cure 
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A new IMF loan may bring temporary relief. But Argentines have little faith in their 


government or its austerity policies 


OOD news has been hard to come by 

in Argentina in recent weeks, as the 
government has battled against fears of a 
debt default and devaluation. But this 
week, superficially at least, was an excep- 
tion. After a week of tough negotiations in 
Washington, Argentina’s economic team 
seemed close to persuading the IMF that 
they deserved more support. 

As The Economist went to press, it ap- 
peared that agreement had been reached 
on a new IMF loan worth around $8 bil- 
lion, in addition to bringing forward $1.2 
billion under a previous loan agreement. 
That was more or less what investors had 
been expecting. But it was still far from 
clear whether the new money would in 
fact alleviate Argentina’s agony. It might 
simply prolong it. 

For financial markets to take comfort, 
much of this money would need to be 
available straightaway. Bank deposits and 
international reserves have fallen sharply 
(see chart). To bolster confidence, the gov- 
ernment needs to show it has plenty of 
money to prop up its currency board, as 
the arrangement which pegs the peso at 
par to the dollar and makes it freely con- 
vertible is known. 

But it appears as though the 1mr’s ap- 
proach is at least partly “wait and see”. A 
significant chunk of the new money 
would be disbursed over the next year— 
provided that Argentina sticks to its tough 


fiscal policy. Further spending cuts are on 
the cards, including the possible cancella- 
tion for public-sector workers of the extra 
fortnight’s salary that they traditionally re- 
ceive at Christmas. 

Politically, such measures will not be 
easy. President Fernando de la Rua’s gov- 
ernment last month gained congressional 
approval for its zero-deficit fiscal policy 
and the agreement of provincial governors 
to carry out similar budget cuts. But cuts in 
public-sector wages and pensions of up to 
13% are very unpopular. They may be diffi- 
cult to sustain—especially if the govern- 
ment fares badly, as expected, in a congres- 
sional election in October. 

Moreover, the IMF may simply be stor- 
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ing up trouble. Argentina faces large debt 
repayments to the Fund in 2002 and 2003. 
The new loan would increase the load, 
making repayment hard unless the econ- 
omy is growing fast. But successive auster- 
ity packages have succeeded only in deep- 
ening a recession now in its fourth year. 

Critics argue that by depressing the 
economy, spending cuts lead to lower tax 
revenues, and are thus self-defeating. But 
ministers counter that the alternatives, in 
the shape of a debt default and/or devalua- 
tion, would cause even greater problems. 

Maybe so. But four Argentines out of 
five tell pollsters that they do not support 
the government's policies. Frustration has 
spilled on to the streets. This week, protes- 
ters threw up barricades on 33 roads across 
the country. Last week, around 25,000 de- 
monstrators in Buenos Aires called for an 
end to the cuts and cheered speakers who 
advocated a default. 

The protests are fairly small—but so are 
the numbers who still back the govern- 
ment. The president's support has dwin- 
died even in his own Radical party: in a 
primary last weekend in Buenos Aires’s in- 
ner core, Mr de la Rua’s home turf, his can- 
didates were defeated. 

The Peronists, the main opposition, 
have difficulties of their own. Their titular 
leader remains Carlos Menem, who gov- 
erned Argentina until 1999. But he is wide- 
ly blamed for the current mess; he is now 
under house arrest on charges of arms 
smuggling. Without him, the Peronists lack 
a clear leader and a unified platform. 

Some Argentines are starting to look for 
political alternatives. Polls show that the 
country’s most popular politician is Elisa 
Carrio, a dissident from the Radicals. Four 
months ago she set up a new party, Argen- 
tina for a Republic of Equals. Swelled by an 


influx of disaffected deputies, mainly from »» 


aj 





> the left of Mr de la Rua’s Alliance, this is 
now the third-largest grouping in the 
lower house. Ms Carrio’s popularity stems 
from her campaigning against corruption. 
Last week, she accused Domingo Cavallo, 
the economy minister, of financial impro- 
priety, and Chrystian Colombo, the cabi- 
net chief, of past involvement in money- 
laundering. Mr de la Rua dismissed her 
claims as “imprecise”. 

Angry as Argentines may be, most still 
seem to want to keep their currency board, 
and to avoid a default. “I don't see people 
looking for a situation of chaos after ten 
years of stability,” says Hugo Haime, a 


South American integration 


pollster. Even Ms Carrio, who supports 
“restructuring” the debt, says she is op- 
posed to the way free-market policies were 
implemented, rather than to capitalism. 
“The trickle-down effect never happened 
here because the capital was smuggled out 
of the country,” she says. 

The 1MF loan may just about tide the 
government over until the election. Few in 
Buenos Aires are prepared to predict what 
the country’s political map will look like 
thereafter. But Mr de la Rua is unlikely to 
emerge from the vote with a stronger po- 
litical base. His government’s woes, and 
Argentina’s, are far from over. W 


Sparks fly in a lost world 


SANTA ELENA DE UAIREN, VENEZUELA 


What electrification can do for Venezuela and Brazil 


'HE tiny border town of Santa Elena, 

L taetin the vast savannahs of south- 
eastern Venezuela, had never seen any- 

thing like it. Some 30 months late, and 
$100m over budget, a 680-kilometre 
(425-mile) transmission line linking Ven- 
ezuela’s massive Guri hydroelectric 
power plant with the state of Roraima in 
northern Brazil finally came on stream 
this week. There to flick the switch were 
not just Venezuela’s President Hugo Cha- 
vez and Fernando Henrique Cardoso of 
Brazil, but Cuba's Fidel Castro. 

All three are rhetorical champions of 
Latin American unity. Mr Castro, cele- 
brating his 75th birthday in Venezuela at 
the invitation of Mr Chavez, bemused 
the small crowd with a startlingly irrele- 
vant monologue about soya beans. But 
Mr Cardoso, in particular, sees joint in- 
frastructure projects, such as the power 
line, as the way to achieve the integra- 
tion of South America. Brazil has an elec- 
tricity shortage. The new line will supply 
250,000 people, at a cost of $28 per 
megawatt-hour (Mw/h), saving Brazil 
55m reais ($22m) per year. Roraima’s 
electricity used to come from diesel gen- 
erators, at a cost of 300 reais per MW/h. 

But the project has its critics. Con- 
ceived under Mr Chavez's predecessor, 
Rafael Caldera, it was part of a grandiose 
plan to “conquer the south” of Venezu- 
ela. It was approved without reference to 
the country’s parliament (which has yet 
to ratify the bilateral ent). The 
ugly steel pylons across what was 
: rainforest; they mar the landscape 
ae e Gran Sabana region, a wilderness 

ically ancient and remote that 
it itinspired Arthur Conan Doyle’s dino- 
saur fantasy, “The Lost World”. 

The delays and cost overrun were 
largely due to opposition from local Indi- 
ans, who knocked down 30 pylons in 
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protest at what they saw as a threat to 
their way of life. Critics claim that the 
electricity will fuel an ecologically de- 
structive mining boom. Mr Chavez's 
government made efforts to mitigate the 
environmental damage, and to placate 
the Indians. It insists the benefits from 
integration will outweigh the costs. 

That is not clear. Over the next 20 
years, Brazil will take electricity worth 
only $700m; it is not interested in ex- 
tending the transmission line to Manaus, 
a far bigger market than Roraima. Maybe 
the $400m the new power line cost Ven- 
ezuela would have been better spent on 
upgrading its national power grid. The 
country “runs the risk of a serious en- 
ergy crisis unless a very broad and ambi- 
tious investment plan is undertaken,” 
the head of the private-business federa- 
tion said this week. It would be ironic if 
the 17,500 inhabitants of Santa Elena 


ended up with a more reliable power 


supply than their 24m compatriots far- 
ther north. 


Chile’s defence policy 


Retooling 


SANTIAGO 
Democracy has not brought a rethink of 
military needs 


N RELATION to its population and to the 

size of its economy, Chile spends more 
on defence than any other South Ameri- 
can country. That is the legacy of General 
Augusto Pinochet's dictatorship (1973-90). 
Although he expanded the armed forces, 
the general left them with outdated equip- 
ment. Rather than starting a public debate 
about what sort of defence Chile needs, its 
democratic government is now shopping 
for some $2.3 billion in new hardware. 

That is strange. With democratisation 
in South America, relations in the neigh- 
bourhood have improved. Of a score of 
border disputes with Argentina, all but 
one have been settled. In a sign of the new 
closeness between the two countries, Ar- 
gentina in 1999 sent a destroyer to a Chil- 
ean naval shipyard for repair. Relations 
with Peru, too, are warmer, though Chile’s 
military men worry about the purchase by 
Alberto Fujimori’s government of Sukhoi 
and MiG fighters from Belarus (and per- 
haps the latest Russian air-to-air missiles), 
and about their neighbour’s fleet of Ger- 
man-built submarines. 

In a timid gesture towards rationalisa- 
tion, Chile’s government in 1997 published 
its first-ever defence white paper. But this 
did not project future needs. A new ver- 
sion is due out next year, but civilian de- 
fence experts, some of whom have been 
excluded from the discussions, doubt that 
it will recommend radical changes. 

Mario Fernandez, the defence minister, 
argues that the armed forces need to be 
equipped to take part in international 
peacekeeping missions, for fisheries pro- 
tection and to deal with such new security 
threats as drug-trafficking and the interna- 
tional transport of toxic waste. But civilian 
defence analysts question whether the 
armed forces’ shopping list of submarines, 
frigates and fighter planes is the best way 
to meet these needs. 

One example concerns the air force's 
plans for new fighter jets. Its existing air- 
craft are clapped out. But the replacements 
it considered ranged from the Gripen, an 
Anglo-Swedish defence fighter, to the so- 
phisticated Boeing F-18 attack plane. It has 
finally chosen ten Lockheed Martin F-16 
fighters from the United States, at a cost of 
$700m. “Comparing such different planes 
implies that the air force isn't clear about 
its objectives,” says Raul Sohr, a writer on 
defence. 

Thanks to economic growth, Chile’s de- 


fence spending has fallen as a percentage » 
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of Gpp (see chart), but not in absolute 
terms. Civilian officials claim that they still 
have little control over military spending. 
By law the armed forces receive 10% of the 
revenue from the exports of Codelco, the 
state-owned copper company, to spend on 
military equipment. And even the normal 
defence budget cannot easily be trimmed, 
because other laws dating from the dic- 
tatorship index military wages to inflation 
and fix other items of military spending at 
their 1990 level. 

Critics argue that democratic govern- 
ments have made no serious effort to rein 
in military spending. Now they may have 
to. Eduardo Santos, a defence analyst, 
points out that the plans for new hardware 
were drawn up in the mid-1990s, when the 
economy was growing at 7% a year. Now 
money is tighter. 

Take the navy’s plans for four new Ger- 
man-designed frigates, three of them to be 
built at its own dockyard at Talcahuano, in 
southern Chile. Mr Fernandez says Chile 
will acquire useful technology, as well as 
jobs in an area with high unemployment. 
But it will cost $20m to modernise the 
yard, and it is not clear what future use 
Chile could make of the knowledge ac- 
quired. Civilian defence pundits argue that 
secondhand, or cheaper, hardware would 
be better. But the government says plans 
for the frigates and the F-16s are unlikely to 
be cancelled. 

Brazil, with a far larger territory and 
more obvious security threats (such as 
drug traffickers and Colombia’s wars), is 
also seeking a new fighter plane. On Au- 
gust ist, itinvited tenders to supply up to 24 
aircraft as part of a $3.4 billion programme 
to modernise the air force’s creaking fleet. 
Like Chile, Brazil insists that it is merely re- 
placing obsolete equipment, not triggering 
a South American arms race. 

Certainly, few other countries in the re- 
gion have the means or the appetite to 
match Chile’s bloated military establish- 
ment. Peru’s new president, Alejandro To- 
ledo, has called for a freeze on military 
spending, to free resources to fight poverty. 


He has a point. And more defence co-oper- 


ation might go further than new jets. W 
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in Brazil 
Bullet-proof in 
Alphaville 


SAO PAULO 
The high price of protection from street 
violence 


Fo the man who has everything and 
wants to keep it, a bullet-proof car and a 
house in a gated community with 24-hour 
guards are coming to be seen as essential 
in Sao Paulo, Brazil’s business capital. Fear 
of robbery or kidnap is driving even mid- 
dle-class citizens with fairly modest in- 
comes to spend heavily on personal secu- 
rity. Recent strikes by police in several 
parts of the country have done nothing to 
increase Brazilians’ confidence in the 
state’s ability to guarantee law and order. 

Business has never been better at 
O’'Gara-Hess’s armour-plating works in 
Alphaville, a gated enclave on the edge of 
Sao Paulo, where many of the firm’s cus- 
tomers live. Alongside the fancy sports- 
utility vehicles, BMws and Volvos being 
fitted with bullet-absorbing panels and 
thickened windows is a humble Volks- 
wagen Golf. It is worth rather less than its 
armour-plating (cost: $30,000), but driv- 
ing a cheaper car has become a popular 
way to avoid attracting attention. 

Demand for bullet-proofing soared in 
Sao Paulo after it showed its worth in a 
failed attempt in 1999 to kidnap the chil- 
dren of Jorge Paulo Lemann, a banker. 
Their armour-plated car withstood a hail 
of bullets. Such planned kidnaps have be- 
come increasingly common in Brazil 
(though still much less so than in Colom- 
bia). Sao Paulo’s police also recorded 897 
“lightning kidnaps” (hold-ups, mainly of 
motorists) in the first half of this year. That 
was 20% fewer than in the same period last 
year, but is probably an underestimate. 

Since the Lemann case, Brazil has over- 
taken Colombia, Mexico and the United 
States to become the world’s largest mar- 
ket for bullet-proof cars, reckons Amaury 
Belmonte, O’Gara-Hess’s sales manager. 
Around 3,000 cars were armour-plated 
last year, and the market is growing by 
about 15% annually. The number of ar- 
mour-plating firms has risen from eight to 
40 since 1999. Many of the newcomers of- 
fer cut-price bullet-proofing for the middle 
classes, charging less than half the rates of 
O’Gara-Hess. Though Mr Belmonte says 
his firm refuses requests to mount illegal 
tear-gas sprays, it will supply police-style 
sirens, which sometimes scare off attack- 
ers, and satellite-tracking devices. 

Brazil's security forces worry about the 
growing number of civilians driving 
around in armoured vehicles, some of 
whom could be criminals. A new state law 
in Sao Paulo will shortly require all ar- 


mour-plating firms to hand over to the po- 
lice their clients’ names and addresses. 
Given the extent of corruption and crimi- 
nality within the police, that terrifies many 
customers. They are rushing to re-register 
their cars in the name of specially created 
companies, says Mr Belmonte. 

Those who can afford it escape street 
violence—and Sao Paulo’s traffic snarls—by 
helicopter. Some 450 helicopters now op- 
erate in the city, more than anywhere out- 
side New York. Sao Paulo has two heli- 
ports; two more are being built. Many 
hotels and office blocks have installed heli- 
pads on their roofs. Mr Lemann was re- 
cently reported to have bought a $7.5m he- 
licopter capable of zipping him between 
meetings in Sao Paulo and Rio de Janeiro at 
more than 300kph (190mph). But the 
growing swarm of helicopters has brought 
new safety worries: one crashed on to a 
factory roof near Alphaville in April, kill- 
ing the businessman who was piloting it 
and his three passengers. Had it come 
down in a crowded street, the carnage 
could have been appalling. 

Most middle-class urban Brazilians al- 
ready live in apartment blocks with 24- 
hour doormen. Increasing numbers are 
now moving to American-style gated com- 
munities—whole neighbourhoods of spa- 
cious houses set in well-clipped parkland, 
surrounded by high perimeter fences and 
equipped with security patrols and CCTV. 
The first such scheme was Alphaville, 
named, rather oddly, after Jean-Luc Go- 
dard’s bleak 1965 film about a futuristic 
city run by a tyrannical computer. The Al- 
phaville Urbanismo company recently 
completed the fifteenth gated community 
in its Sao Paulo colony, and is busy build- 
ing others in cities all over Brazil. It, too, 
now faces cut-price competitors which see 
a market for personal security among less 
wealthy but no less nervous Brazilians. 

Last year, the government launched a 
grand scheme to improve public security, 
promising extra money for state police 
forces. But nothing much has happened. 
So it is not surprising that Brazilians with 
money are spending an increasing share 
of it on trying to protect themselves. Ib 
Teixeira, an economist at the Getulio Var- 
gas Foundation, a management school, 
calculates that private spending on secu- 
rity now totals 24 billion reais ($9.5 billion) 
annually, and is growing at 5% a year. That 
compares with 18 billion reais of public 
spending on policing. The 1.5m private se- 
curity guards outnumber the police by 
three to one. 

Private security may well provide pro- 
tection to those who can afford it. But it 
leaves them less inclined to pay for better 
public security. For Brazil, the risk is that 
the privileged few will be less interested in 
improving their country’s quality of life 
outside the security bubble in which they 
have enclosed themselves. @ 
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The Palestinians 





The several voices of Palestinian 


authority 


JERUSALEM 


Can Yasser Arafat crack down on the Islamist suicide-bombers? 


66 TD ALESTINIANS will pay a political 
price for taking the path of terror,” 
said Israel’s prime minister, Ariel Sharon, 
after a Hamas suicide-bomber killed 15 Is- 
raelis in Jerusalem on August 9th, and an- 
other bomber wounded 20 people in 
Haifa three days later. The army has “a 
bank of targets”, most of them Palestinian 
Authority (PA) facilities, added Israeli offi- 
cials, and these can and will be hit at will. 

As it happenend, Israel took over nine 
Palestinian institutions in occupied EastJe- 
rusalem, including Orient House, their de 
facto political headquarters in the city. Is- 
raeli tanks swept into Palestinian-con- 
trolled Jenin, destroyed a police station, 
and then swept out again. On August 14th 
Israel deployed tanks round Beit Jala, a Pal- 
estinian village near Bethlehem, after a 
day of heavy firing from there on Gilo, the 
next-door Israeli settlement. Any more 
shooting at Gilo, said the Israelis, and the 
tanks would go rolling in. 

Mr Sharon’s tactics are plain: the longer 
Yasser Arafat delays arresting the suicide- 
bombers of Hamas and Islamic Jihad, the 
more “political assets” he and the PA will 
lose. Mr Arafat has arrested a few men and 
released a few others. But his main reac- 
tion to Israel's asset-stripping is diplomatic 
sound and fury. Palestinian spokesmen 
say there can be no ceasefire until Israel re- 
opens Orient House, and they have asked 
for ameeting of the UN Security Council to 


dispatch an international protection force 
to the occupied territories. 

They will not get one: the United States 
accepts Israel’s argument that the onus is 
on Mr Arafat to end the violence by crack- 
ing down on the suicide-bombers and 
those who send them. President George 
Bush, much to Israel’s gratification, has 
repeatedly urged Mr Arafat to make greater 
efforts to curb the terrorism, implicitly 
blaming the Palestinian leader for the con- 
tinuing deterioration. 

Will Mr Arafat do what is demanded of 
him? The more relevant question is 
whether he can. Ten months into the inti- 
fada, Hamas and Islamic Jihad are riding 
high. Their suicide or “martyrdom” bomb- 
ing operations are popular with Palestin- 
ians living in their besieged self-rule areas. 
Even more important, the Islamists made 
some astute decisions at the outset of the 
uprising last September. 

One of those decisions was to follow 
Mr Arafat’s Fatah movement into armed 
resistance rather than chart an indepen- 
dent course, as they did in the first intifada 
in the 1980s. Politically, the new unity is 
represented in the National and Islamic 
Forces (NIF), a grassroots body that sets the 
uprising’s tempo, and has both Fatah and 
Hamas as its core members. Militarily, the 
unity is seen in the mixed guerrilla units 
which now ambush Jewish settlers, bomb 
soldiers and fire on settlements in the West 
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Bank and Gaza. The result is that political 
power is devolving from the PA to the 
nationalist and Islamist factions. 

On August 7th the pA announced that 
Mr Arafat would start talks with Hamas 
and Islamic Jihad with a view to setting up 
a new “national unity” government. Is- 
lamic Jihad was sceptical, but Hamas wel- 
comed the move, insisting, however, that 
any new coalition must mean a root-and- 
branch reform of government rather than 
“the creation of ten more ministries”. 

Mr Arafat will almost certainly not do 
this. Old autocrat that he is, he has no pro- 
blem with Islamists sitting in a largely 
meaningless “Palestinian cabinet”. He 
does have a problem with them, or with 
anyone else, taking real power out of his 
hands. But the fact that he is now com- 
pelled to talk with the Islamists, rather 
than incarcerate them, shows how dimin- 
ished his room for manoeuvre has be- 
come. It also shows the extent to which tra- 
ditional Palestinian nationalism is 
becoming leavened with religious content. 

In the first intifada, and for most of the 
Oslo peace process, Palestinians were in- 
clined to see the Israeli peace camp as their 
allies, bound by the common view that 
peace would be possible after Israel with- 
drew from the occupied territories. That 
has changed. On August 10th the NIF 
called on all “Arabs, Palestinians, Muslims 
and Christians” to protest at Israel's occu- 
pation of Orient House. The Israeli peace 
camp did not get a mention. 

The Islamists tend to take a long-term 
and abstract view: they want the uprising 
to move away from “peace” with Israel 
and to radicalise the Arab and Islamic 
worlds. Their words are not clear, but they 
sound the alarm. “Ours is not just a strug- 
gle for land,” said a Hamas fighter in Gaza. 
“Itis a struggle of civilisation.” m 
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Israel's peace camp 
The forgotten ones 


JERUSALEM 


The discomfort of Israeli peaceniks 


Wa is Israel's “peace camp” doing 
inside Ariel Sharon’s government? 
The worse things get on the ground, the 
more Shimon Peres and his Labour cabi- 
net colleagues writhe in discomfort, as- 
sailed by many on their own side for 
staying in the government, beset by 
haunting thoughts of what Mr Sharon 
would get up to if they left. 

A particularly tormented writhe at 
the weekend resulted in an agreement 
between Mr Sharon and Mr Peres to al- 
low the foreign minister to seek new ne- 
gotiations with the Palestinians about 
how to get a ceasefire. This was a soften- 
ing of Mr Sharon’s insistence that there 
can be no negotiating under fire, but his 
aides say that this is not so, since Mr 
Peres’s mandate is limited to a ceasefire. 

Mr Peres’s aides say that the talks 
would move seamlessly from military to 
political matters as the two sides dis- 
cussed the series of “confidence-build- 


Zimbabwe 
A storm worsens 


What can outsiders do about 
Zimbabwe? 


OBS attack white-owned farms, po- 

lice stand by and watch the looters, 
scores of farmers and farmworkers are ar- 
rested. The editor of the country’s main in- 
dependent newspaper is thrown in jail for 
reporting accurately. An activist for the op- 
position Movement for Democratic 
Change (MDC) dies in prison. The govern- 
ment threatens a state of emergency. The 
news from Zimbabwe seems to get even 
grimmer by the day. 

More oppression is inevitable ahead of 
presidential elections, expected in April 
next year. Attacks continued this week on 
some 100 white-owned farms around 
Chinhoyi, a town 120km (75 miles) north 
of Harare, forcing the owners and their 
families to flee. The attacks seemed to be 
orchestrated, and police refused to inter- 
vene. Some reports suggested they were 
spreading to other parts of the country. 

Less noticed by outsiders, but probably 
more important, screws were tightened on 
the opposition and the press. Geoff Nya- 
rota, editor of the independent Daily 
News, and three other journalists were ar- 
rested and charged with publishing “false 


ing measures” they are committed to 
implementing as soon as the violence 
stops. Frustratingly for Mr Peres, how- 
ever, the argument over what to negoti- 
ate remains notional since the 
Palestinians, publicly at any rate, are re- 
fusing to negotiate with anyone about 
anything until Israel allows Orient 
House, their Jerusalem headquarters, to 
be reopened. 

Mr Peres’s closest disciple and keen- 
est critic, Yossi Beilin, a former minister 
and leading Labour dove, is canvassing 
his own plan: another Madrid peace 
conference on the Middle East, ten years 
after the original one took place, in Octo- 
ber 1991. That one is credited with giving 
birth, in a back-handed sort of way, to 
the once promising Oslo process. Mr Bei- 
lin believes a Madrid II, attended by 
George Bush and other world leaders, 
could perhaps still salvage what is left of 
Oslo—before nothing remains at all. 





Wrecked, just like the country 


news”. The newspaper reported that po- 
lice were involved in looting white farms. 
The High Court released them, declaring 
the charges illegal. The opposition leader, 
Morgan Tsvangirai, said this week the at- 
tacks on whites, who are seen by the gov- 
ernment as backers of the MDC, were a 
crude attempt to scare off its supporters. 
Mr Mugabe presents the crisis as a land 
dispute between white farmers and land- 
hungry black Africans, or even as a spat 
with Britain, the former colonial power. 
That fires up his supporters and helps 


draw support from other Africans. But it is 
clear that his real concern is not land but 
the rise of the opposition party, just as the 
economy plunges into a deep hole. 

Remarkably, this week some neigh- 
bours spoke out about the awful state of 
Zimbabwe. At a meeting of the Southern 
Africa Development Community (SADC) 
in Malawi, leaders from the 14 member 
countries unexpectedly declared they 
were worried “that the spillover effect 
from the Zimbabwe crisis will affect our 
countries”, and promised dialogue with 
President Robert Mugabe. Flaccid stuff, 
with no mention of the political repres- 
sion. But it was the first sign that other Afri- 
can countries are worried by Mr Mugabe's 
misrule and the economic consequences. 

The next test of African opinion will be 
at a meeting in Abuja, Nigeria, on Septem- 
ber 6th, where Commonwealth countries 
will hold talks with Zimbabwe. Mr Mu- 
gabe wants the talks to focus on land, not 
democracy, human rights and the rule of 
law. But Nigeria, which is chairing the 
talks, has made it clear that it wants all 
these subjects on the agenda. 

Soon after that, the economic mess is 
expected to worsen as inflation rockets 
and the currency threatens to crash. Food 
shortages will be even more likely as the 
most productive farmers flee their land 
and the government lacks hard currency to 
pay for imports. Foreign donors will have 
to decide whether to deliver food aid, 
which could be diverted by the ruling 
party for electioneering purposes. By Oc- 
tober the European Union may also have 
come up with a policy of targeted sanc- 
tions, such as travel restrictions on Zimba- 
bwean ministers and their families. 

In the same month, heads of Common- 
wealth governments meet in Brisbane, 
Australia, where Zimbabwe will dominate 
the agenda. At this meeting African leaders 
will come under more pressure to isolate 
Mr Mugabe. If more African countries are 
ready to turn against him, South Africa 
may dare to stick its neck out further, with- 
out risking the label of western lackey. 
Last week South Africa’s president, Thabo 
Mbeki, conceded that his policy of “quiet 
diplomacy” towards Zimbabwe had 
achieved nothing, though a spokesman 
later denied that a more outspoken policy 
was likely. But South Africa could, if it felt 
the time was right, cut off supplies of fuel, 
food, electricity and other imports to its 
northern neighbour. 

Also in October, the United States Con- 
gress is expected to complete the passage 
of a bill to promote democracy in Zimba- 
bwe, which threatens measures similar to 
ones the EU might impose, if the country’s 
human-rights record does not improve. Mr 
Mugabe’s government has already threat- 
ened to declare a state of emergency if that 
happens. An election of any sort would 
then seem unlikely. @ 





Angola 
UNITA—down 
but not out 


LUANDA 
Rebels are attacking government areas 
in an attempt to stop elections 


HE rebels’ sense of timing is flawless. 

In June, just as President Jose Eduardo 
dos Santos was telling a summit in Zambia 
that the rebel movement, UNITA, was all 
but done for, it launched a four-pronged at- 
tack on the northern provincial capital of 
Uige. Last week it struck again, putting an 
anti-tank mine on one of the country’s few 
operating railways, 150km (92.5 miles) 
south-east of Luanda. As survivors fled 
from burning carriages, UNITA soldiers 
machine gunned them. At least 250 people 
died and over 100 were injured. 

A week before, the president’s advisory 
council had listed conditions for holding 
long-delayed elections next year. One was 
“the free movement of people and goods”. 
With awful logic, the train hit by UNITA 
was carrying both. And it was hit as an 
American-sponsored mission was in An- 
gola to assess the viability of elections. 

The Angolan army all but destroyed 
UNITA’s conventional warfare capacity in 
1999. Since then, the government has often 
predicted its imminent and total demise. 
With UNITA restricted to raiding in the 
central highlands or the Namibian border 
zone, it seemed that the oft-repeated battle 
cry of the ruling MPLA, “Victory is certain”, 
might, after nearly 30years of war, come 
true. At least with the war far off, the Ango- 
lan elite and influential foreigners slept 
easily in their Luanda beds. 

Such complacency began to look silly 
in May, when UNITA raided Caxito—a 
mere 60km (37.5 miles) from Luanda. The 
guerrillas killed at least 100 people, raided 
stores and abducted 60 children. They 
caused what battle-weary Angolans call 
confusao~—best translated as chaos and ter- 
ror. In the ensuing months, confusao 
erupted again and again in the north-west 
and along the coast, areas previously seen 
as unchallenged MPLA territory. Frequent 
claims by the army that another UNITA 
base has been captured are invariably fol- 
lowed by news that the rebels have 
popped up elsewhere. The army is thinly 
spread, and trained for static warfare. With 
little territory to defend, UNITA has re- 
adopted guerrilla tactics. Ithas fighters and 
money. Sanctions notwithstanding, the re- 
bels still earn about $100m a year from di- 
amonds mined in areas they control. 

Both President Dos Santos and Jonas 
Savimbi, the UNITA leader, have hinted 
for the first time since hostilities resumed 
in 1998 that they might be prepared to talk 
peace. Each insists that the other call a 
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ceasefire first. By bringing the war almost 
to Mr Dos Santos's doorstep, Mr Savimbi is 
telling him that he may not be able to wait 
for a ceasefire on his terms. 

Even if the fighting stopped tomorrow, 
a vote next year would do little more than 
prop up the MPLA’s shaky democratic cre- 
dentials. Victory may not be certain on the 
battlefield, but it is assured at the ballot 
box. Though confusao erupts regularly 
near Luanda, more suffering occurs in UN- 
ITA’s traditional heartland on the central 
plateau. In Bié province, people are being 
forced to move as UNITA and government 
soldiers raid farms and villages. They ar- 
rive in towns, hungry and sick, and are 
shunted off to camps tightly controlled by 
the government. A remotely free and fair 
election is out of the question in such 
places. At the moment any meaningful 
election could only be held in MPLA terri- 
tory. That in mind, UNITA is making sure 
that elections cannot be held anywhere. m 





Corruption in Kenya 


Moi at bay 


NAIROBI 
Parliament has thrown out an anti- 
corruption bill and cost Kenya millions 


N INDIGNANT President Daniel arap 
Moi descended on parliament this 
week to lead a government vote for the 
first time. Legislation to address corruption 
was in peril—and with it, millions of dol- 
lars in aid. But despite Mr Moi's visitation, 
the bill was thrown out. It would have en- 
shrined an anti-corruption authority in 
the constitution but its opponents argued 
that it left the business of rooting out cor- 
ruption firmly in the hands of the govern- 
ment, one of the most corrupt in Africa. 
The mF had approved the bill and 
promised that aid—worth some $300m— 
would flow again if it was passed. Now the 


bill cannot be resubmitted to parliament, 
except as an emergency measure, until 
March next year. By then, the country will 
be only months away from a potentially 
explosive election with its already-shrink- 
ing economy in free fall. That alarming 
prospect may have lured the mF back to 
Kenya last year after three years away. 
Wary of President Moi’s history of broken 
promises, it demanded an unprecedented 
60 or so conditions for giving Kenya its 
blessing and its money. The most impor- 
tant was the establishment of the Kenya 
Anti-Corruption Authority (KACA) to in- 
vestigate and try economic crimes. 

While KACA stuck to middle-ranking 
offenders, it worked well. But late last year 
it investigated the water development 
minister, Kipn’geno arap Ng’eny, and the 
wife of the health minister, Sam Ongeri. 
The High Court stepped in and ruled the 
body unconstitutional. It was the final 
straw for the 1mF, which had seen a series 
of agreed reforms, such as privatisations 
and budget cuts, unravel. It withheld a 
scheduled $200m loan to Kenya, and the 
World Bank held up $100m. 

Unaccustomed to such consistency 
from the 1mF, Mr Moi sacked his reformer- 
in-chief, Richard Leakey, and personally 
took over negotiations with the donors. 
Despite approval by MF lawyers, the new- 
look KACA submitted to parliament was a 
far weaker beast than its predecessor. It 
gave amnesty for corruption crimes more 
than four years old, granted immunity to 
retired politicians and civil servants (that 
means all Mr Moi’s corrupt old cronies) 
and gave the attorney-general the power to 
stop investigations. 

Opposition MPs were irritated that par- 
liament was being subordinated to the 
IMF's decree and were enraged by the am- 
nesty clause. Musikari Kombo, an opposi- 
tion MP, pointed out that the conflict be- 
tween KACA and the criminal law was 
unresolved and that, as soon as the IMF 
coughed up the loans, the government 
could hijack KACA in the courts. 

After falling 14 votes short of the two- 
thirds majority needed to effect constitu- 
tional change, Mr Moi told a rowdy crowd 
of supporters crushed against the parlia- 
ment gates that the fight against corruption 
must go on, for the sake of impoverished 
Kenyans. How sincere was he? Perhaps he 
did think the passage of the bill would be 
enough to get him the aid money. But Mr 
Moi is supposed to be stepping down at 
next year’s election and must think of a 
successor and of his own future. He could 
have lived with a watery version of 
KACA~—as a former president he would 
have been immune from it anyway. But 
other measures the 1mF still wants, such as 
a code of ethics which would force public 
servants to declare their private interests, 
could hugely reduce his ability to use pa- 
tronage to safeguard his empire. m 
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Sooner or later bad infrastructure will let you down. Unreliable servers, 

insufficient storage systems and disparate software applications 
can wreak havoc on your e-business. A well-planned, well-executed 
infrastructure is the foundation of a successful e-business. To invest 
in infrastructure that won't let you down, call IBM. Together with our 
business partners, IBM can help you build and manage an integrated 
infrastructure based on open standards, and ready for the future. 
Find out how at ibm.com/e-business/asiapacific 
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Will the doves really fly? 


SKOPJE 


Macedonia’s rival ethnic parties have signed up to peace. The ethnic-Albanian 
guerrillas say they will surrender their weapons to a NATO force. It sounded 
unlikely, but it happened. Now to make words become reality 


HE omens were grim. Yet even when 

the fighting between Macedonian gov- 
ernment forces and their ethnic-Albanian 
foes seemed to be raging out of control, 
western governments always gave the im- 
pression that things were going on behind 
the scenes that offered reason for hope. 
This week, astonishingly, hope took wing. 

On August 12th, the facts on the ground 
could hardly have looked worse. The re- 
bels had killed at least 18 government sol- 
diers within a few days. A group of Slav- 
Macedonian workers captured by the re- 
bels told a western human-rights group 
they had been tortured, beaten and sexu- 
ally abused. There was fierce fighting in the 
heart of Tetovo, the country’s biggest eth- 
nic-Albanian city, and government forces 
were strafing and shelling smaller villages. 
A political agreement, initialled by politi- 
cians on both sides of the ethnic divide 
four days earlier at the lakeside town of 
Ohrid, seemed like so much hotair. 

It proved more than that. The accord, 
which makes Albanian a second official 
language in some areas and guarantees the 
ethnic-Albanian community a bigger role 
in the police, was formally signed on Au- 
gust 13th—though Slav-Macedonian politi- 
cians seemed so embarrassed about the 
concessions they were making that there 


was a virtual news black-out inside the 
country. By mid-week, despite further 
claims of horrors, this time from ethnic-Al- 
banian villagers, a ceasefire—albeit spot- 
tily observed—seemed to be taking hold, 
and NATO ambassadors meeting in Brus- 
sels swiftly approved the despatch to Mac- 
edonia of 400 British troops, the advance 
guard of a 3,500-strong force to be drawn 
from 12 countries. 


Behind the scenes 

The weak spot, to anyone relying only on 
public statements to decipher the situa- 
tion, was the rebels’ alleged readiness to 
cease fire, let alone disarm. How could the 
upper ranks of the the 19-member alliance 
really believe that their multinational 
force—whose only task will be to collect 
these weapons, under a voluntary demili- 
tarisation plan—had a decent chance of ex- 
tracting order from chaos? 

In fact, there was a good, though virtu- 
ally unacknowledged, reason for this con- 
fidence: the discreet working relationship 
that NATO envoys have established with 
the rebels of the National Liberation 
Army, a battle-hardened and politically 
skilled force whose aim is to re-make Mac- 
edonia as a sort of binational state. 

The western-brokered talks in Ohrid 
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between Macedonia’s constitutional po- 
litical parties took two weeks, sputtering 
on and off, to produce an agreement on the 
country’s future—and the rebels were not 
even present at them. Yet the negotiations 
were underpinned by an informal under- 
standing between NATO and the insur- 
gents which was gradually taking shape. 

The fighters made it plain they would 
welcome a NATO deployment if it shel- 
tered them from the government’s tanks 
and helicopters, and left them in de facto 
control of the north and west of the coun- 
try. Indeed, they would welcome it so 
much that they would declare a ceasefire. 
To this, NATO envoys replied that a cease- 
fire would not be enough; the rebels 
would have to hand in their weapons as 
well. Only that would give the country’s 
Slav-Macedonian leaders the political lee- 
way to sign an agreement that seemed to 
give away so much. 

This understanding, which was being 
fine-tuned in behind-the-scenes discus- 
sions at the height of last week's fighting, 
provides the basis for the NATO interven- 
tion, which is expected to be in full swing— 
barring unpleasant surprises—during the 
last ten days of August. 

British officials were at pains this week 
to stress what the intervention force was 
not: it was not a peacekeeping force, it 
would not interpose itself between war- 
ring parties and it would not stay around 
long if either side started shooting at it. 

That, to be exact, is the theory. But pri- 
vately, NATO’s political leaders are count- 
ing on the hope that the mere presence of a 
highly professional, multinational force— 
including British, French, Italian and Ger- 
man troops, among others—will have an 
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> important stabilising effect. 

If there is a flaw in that theory, it may lie 
in the intense distrust which some Slav 
Macedonians—politicians and ordinary 
people alike—now harbour towards NATO 
and all its works. Ever since the war broke 
out, there has been a growing feeling in 
Skopje, the capital, that Macedonia is pay- 
ing a terrible price for what Slav Macedo- 
nians see as the scandalous leniency that 
NATO has shown in its protectorate of Ko- 
sovo towards Albanian extremism and its 
spill-over into Macedonia. 

Precisely because the military interven- 
tion is being carried out on terms, includ- 
ing an amnesty, which look quite favour- 
able to the ethnic Albanians, the Slav 
Macedonians are inclined to see it as a sell- 
out of their hard-won statehood. For ex- 
ample, in a change which many will find 


Hyphenated Macedonians 
Slav, or not? 
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painful, the constitution will no longer de- 
scribe Macedonia as the homeland of one 
ethnic group, but simply as a state in which 
all its citizens, regardless of ethnic origin, 
have equal rights. 

The peace plan seems to have the reluc- 
tant approval of President Boris Trajkovski. 
On August 15th, his office asked the 
speaker of parliament to convene a ses- 
sion with constitutional reform on the 
agenda. But just how will hardline Slav- 
Macedonian nationalists react? Ljubco Ge- 
orgievski, the prime minister, though more 
of a nationalist than the president, put his 
name to the accord. But it looks highly pos- 
sible that angry supporters of his VMRO 
party—some of them well-placed in the se- 
curity forces—will continue to oppose the 
idea of a brave new Macedonia and will 
try to sabotage it. m 


“Slav Macedonians”, most of the world calls them. Just “Macedonians”, say they 


S IT “derogatory”, “insulting”, indeed 

“racist”, to use the phrase “Slav Mac- 
edonians” to distinguish that sort of 
Macedonian from those of ethnic-Alba- 
nian culture? Yes, say some angry read- 
ers of The Economist: we are plain 
“Macedonians”, and that’s that. That’s 
the name we give ourselves, use it. 

But, hey, the ethnic Albanians are cit- 
izens too, aren’t they—Macedonians, that 
is? And, alas, journalists have to distin- 
guish one community from the other, 
and with clarity, not ambiguity. Why 
not like this? Lots of newspapers do. 

Maybe, reply the angered Macedo- 
nians, but they shouldn't. Lots of people 
used to call Afro-Americans “niggers”. 
Would you feel entitled to do that? 

Certainly not, this paper would reply: 
it’s a poisonous word. But “Slav” is per- 
fectly honourable: ask the 19th-century 
Russian Slavophiles or the creators of 
20th-century Yugoslavia, the land of the 
south Slavs. And, applied to Macedo- 
nia’s majority, it’s accurate: their culture 
is manifestly Slavic. So why not? 

Because we say not, reply that major- 
ity. You say it's inoffensive, but it offends 
us. You're denying our ethnic identity, 
and our idea of our own history 

One reason for the discord is cultural. 
In Central and Eastern Europe, it is still 
common to speak of, say, “Poles” as dis- 
tinct from “Jews”, even when all are Pol- 
ish citizens; in Britain or France or the 
United States, the equivalent would 
sound and probably be deeply racist. 

For Slav Macedonians, this way of 
thinking is melded with concerns pecu- 
liar to their own bitterly contested part 


of the Balkans. One is to affirm the exis- 
tence of a historically distinct Macedo- 
nian nation, a nation extending far 
beyond the borders of the new Macedo- 
nia; and the more vigorously Serbs, Bul- 
gars and Greeks deny this claim—Greece 
even objects to the new state's calling 
itself Macedonia at all—the more deter- 
mined those who make it are. Another 
aim, to some Slav Macedonians, is to im- 
ply that their ethnic-Albanian fellow- 
citizens don't really belong—an implica- 
tion, they remark, which many Albani- 
ans readily accept. 

So what should western media do? 
The BB has yielded to the complaints 
of Slav Macedonians, arguing from its 
principle of calling people what they call 
themselves, and “given how raw this 
story now is,” as an internal memo said 
in May, “and the BBC’s profile in cover- 
ing it.” The BBC believed that it could 
yield without compromising clarity. Its 
World Service almost daily proves it 
wrong, talking in one breath of “Mac- 
edonian” and “ethnic-Albanian” parties, 
and then, eg, of the latter objecting to the 
ethnic make-up of the “Macedonian” 
police. Meaning what? 

Few are with the BBc. The New York 
Times refers to “Slavic Macedonians”, Le 
Monde to “Macédoniens slavophones”, El 
Pais to “los eslavos”. But the Corriere says 
“i macedoni”. The choice is not easy in 
Germany: its cultural tradition is Central 
European, but history has taught where 
distinguishing “Germans” from “Jews” 
can lead. The Frankfurter Allgemeine and 
many other newspapers speak of “die 
slawischen Mazedonier”. 


~The Economist August 18th 2001 


Russia’s sunken submarine 


Deep-sea fudge 


MOSCOW 


Why did the Kursk sink? Why was its 
crew not saved? Don’t ask the Kremlin 


F ALL goes well, the ill-fated Kursk will be 
lifted from the bottom of the Barents Sea 

next month, its nuclear reactor safely dis- 
posed of in a naval base and the remains 
of its 118 crew members buried where 
their close ones can mourn them in pri- 
vacy. And very glad the Kremlin will be. 

Full success for the $65m salvage opera- 
tion might be enough to discourage further 
questions about why the sub sank in the 
first place during fleet manoeuvres a year 
ago, and who was to blame for the botched 
rescue efforts and a flood of lies that kept 
the crew’s families in agony for over a 
week. Not that too many people are left 
asking these questions. The main privately 
owned television stations that at the time 
criticised President Vladimir Putin for his 
handling of the crisis have been brought 
under Kremlin control. And a public-rela- 
tions campaign has kept minds fixed on 
the technical details of the salvage opera- 
tion, and away from things like the govern- 
ment’s role in the tragedy. 

Mr Putin seems to have learnt a lesson. 
At the time he refused to interrupt his holi- 
days, leaving inept officials to deal with 
the aftermath of the sinking. They failed 
with rescue efforts, arrogantly refused 
western help until it was too late and fed 
the public a medley of evasions, half- 
truths and outright lies. But the lesson 
seems to be less about the value of open- 
ness than about the need to fake it. 

The experienced team of spin-doctors 
installed this summer to cover the salvage 
operation is headed by Sergei Yastrzh- 





Truth would be a better tribute 





> embsky, a Kremlin press officer famous for 
blocking the flow of information from 
Chechnya for the first15 months of fighting 
there. He has been busy taking journalists 
to the scene of the disaster, and helping 
them get on board $800-an-hour helicop- 
ter flights to it. What they mostly see is fog. 
Meanwhile, the Kremlin's in-house cyber- 
mouthpiece, Strana.Ru, has launched a 
special Kursk site, while a slick English-lan- 
guage site displays computer graphics of 
the salvage plans. 

While keeping foreign journalists with 
their impertinent questions away from 
last Sunday’s commemoration of the sink- 
ing, Mr Yastrzhembsky’s team has recast 
the unlucky crew of the Kursk as heroes 
dying for the fatherland. He never fails to 
mention that the costly and risky salvage 
operation by a Dutch lifting company is a 
fulfilment of the promise Mr Putin gave to 


Poland's coming election 


relatives of the crew members during an 
emotional meeting last August, where he 
pledged to retrieve the bodies of their 
loved ones, regardless of the cost. 

And the cause of the sinking? Or the 
blame for the long-drawn-out failure of 
rescue efforts? Outside experts think the 
Kursk was probably blown apart by a mis- 
fired experimental torpedo; Russian offi- 
cials still stubbornly claim that it was in 
collision with a foreign submarine, or hita 
mine from the second world war. Nor is 
there any sign that the parliament or any 
other institution is planning an indepen- 
dent investigation into what went wrong, 
before the accident or after. 

Yet Russians were not born yesterday: 
opinion polls show that most believe the 
government knows all that there is to be 
known about the disaster, but has no in- 
tention of making it public. @ 


The end of Solidarity 


WARSAW 


Twenty years ago an independent trade union called Solidarity brought Polish 
communism almost to its end. Solidarity’s political heirs today face theirs 


AS it a portent? Poland has been 

clearing up this month after the 
disastrous floods that struck it in July. Riv- 
ers across the country burst their banks, 
killing 30 people and sweeping livestock 
and buildings away. The same fate awaits 
the Solidarity government in the general 
election due on September 23rd. 

Solidarity has had its ups and downs 
since the heroic days of 1980-81, when, at 
the Gdansk shipyard and in the coal 
mines, trade-unionists like the young Lech 
Walesa, later President Walesa, raised the 
banner that in time swept away Soviet-im- 
posed communism and helped to bring 
down that tyranny in Russia itself. But to- 
day’s down may prove the end. 

That is a sad thought for all who re- 
member the heroic past. But Poland's vot- 
ers have to live in the world as it is. After 
some years as the star of ex-communist Eu- 
rope, Poland—not just its government—is 
faltering. Last year foreign investors piled 
in with a record $13 billion. This year, they 
are likely to notch up barely half that 
amount. The overall mood is glum. Fewer 
Poles are taking their holiday abroad. Con- 
sumer confidence is at its feeblest since the 
post-communist recovery began in the 
mid-1990s. The economy, which swelled 
by almost 7% in 1997 and by 4-5% in each of 
the following three years, is growing at 
only 2% or so today. Some 16% of the work- 
force have no job, and the figure is rising, 
especially among the young. 

Last autumn, President Alexander 





Walesa in better days 


Kwasniewski, a founder of the ex-commu- 
nist Democratic Left, was re-elected in a 
landslide. Opinion polls foresee a similar 
landslide victory for that party next 
month. In contrast, Solidarity Electoral Ac- 
tion (aws), the ramshackle alliance in 
power since it won the general election of 
1997, may not even reach the threshold (5% 
of the vote for parties, 8% for an alliance 
such as AWS) entitling it to any seats at all. 

Solidarity is already a husk of its former 
self. Its free-marketeers and pragmatists 
have defected in droves to new parties, or 
simply dropped out. Only trade-union die- 
hards, old-guard Catholic nationalists and 


loyalists who see nowhere else to go re- 
main within the movement, as it flounders 
to find a plausible electoral platform. 

Scandals beset Solidarity’s hapless 
prime minister, Jerzy Buzek. In July three 
of his ministers had to resign over corrup- 
tion scandals. Two of his government's 
most ambitious reforms, those of pen- 
sions and health care, are stuck in the mud. 
Much official business is grinding to a halt 
as good civil servants—and politicos—head 
for far better paid jobs in the private sector. 

Things began to fall apart last summer, 
when the Freedom Union, the junior 
partner in the governing coalition and its 
most market-minded and liberal compo- 
nent, walked out. Not that that has helped 
the Freedomites: they too face the abyss. 
Ordinary Poles never warmed to the too- 
clever-by-half technocrats who ran the 
party. Its leader, Bronislaw Geremek, was 
a good foreign minister, but cuts a poor fig- 
ure on the hustings. In private, some of his 
colleagues say they will do well to win 
even 3% of the vote—too little to win seats, 
but enough to entitle them to $1m in state 
funding and a chance to fight another day. 

Is there no real contest, then? A few 
months ago, it looked as if a new centre- 
right party might rattle the Democratic 
Left. Now there are two parties in the mid- 
dle that look likely to take over from Soli- 
darity—but without much eroding the 
new left’s expected dominance. 

The stronger of the two newcomers is 
Civic Platform. It may well replace Solidar- 
ity as the main party of the centre-right, 
taking maybe 20-25% of the vote. It is new, 
it has won over a lot of the brighter defec- 
tors from Solidarity and the Freedom Un- 
ion, and it calls to mind the sort of middle- 
of-the-road, pro-business party that prosp- 
ers in Western Europe. Its pledges of a low 
flat-rate income tax and war on red tape 
appeal to the middle class (if less so to oth- 
ers). Its leading figure, Andrzej Olechow- 
ski, came second in last year’s presidential 
contest without even a party to support 
him. The snag is that it has two other lead- 
ers, and all three have outsize egos. 

Further right is Law and Justice. Poll- 
sters guess at 10% for this newcomer, 
which inveighs against corruption and or- 
ganised crime. It is run by a pair of twins, 
Lech and Jaroslaw Kaczynski. Lech was the 
current government's most popular minis- 
ter (for justice), until Mr Buzek recently 
fired him for insubordination. Jaroslaw is 
the former leader of Centre Alliance, a 
now defunct party devoted to “decommu- 
nisation”. The twins may scoop up some 
of the conservative, anti-communist vote 
that used to go to Solidarity. 

The likely new prime minister is Leszek 
Miller, a member of the last politburo of 
communist days, now refashioned as a 
pro-EU, pro-NATO social democrat who 
views Britain’s Tony Blair as his model. 
Many businessmen still doubt that he has » 
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wholly junked his party’s old zeal to med- 
dle with the economy. Some remarks in a 
recent interview fuelled their suspicions— 
and caused Poland’s currency, the zloty, to 
dive by 8% against the dollar. But Mr Miller 
is working to dispel such doubts. He is ea- 
gerly wooing young voters too. And his 
campaign slogan, “Back to normality! Let's 
win the future!”, appeals to Poles’ desire 
both for stability and for modernisation. 

Goodbye to Solidarity, then? Probably. 
And those heroic days, and the Gdansk 
shipyard? Well, the shipyard, privatised in 
1998, employs 3,800 people against 18,000 
in 1980, and its workers were protesting 
this week against further lay-offs. And Mr 
Walesa? Voted out of the presidency in 
1995, and his image fallen much lower 
since, in last year’s presidential election he 
won just 1% of the vote. m 


Turkey's generals and its civilians 


Blast and 
counterblast 


ANKARA 


Civilians are becoming readier to 
question military influence 


Ax those epaulettes losing some of their 
sheen? Turkey’s generals are under fire 
from its politicians. The first shots came 
from Mesut Yilmaz, leader of the conserva- 
tive Motherland Party and a deputy prime 
minister in the three-way coalition govern- 
ment. With rare boldness, he told a party 
congress earlier this month that Turkey’s 
“national-security syndrome” was the 
main obstacle to democratic reforms 
sought by the European Union. What he 
meant was the generals’ objections to 
things like looser restrictions on use of the 
Kurdish language or a dilution of military 
influence in politics. “If Turkey wants to 
move forward,” quoth Mr Yilmaz, “it must 
free itself of this syndrome...or we will 
miss the Ev train.” 

The generals see themselves as the 
guarantors of legitimacy and order, espe- 
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cially Turkey’s secular order: they have 
repeatedly stamped on Islamist political 
parties (only to see fresh ones spring up, as 
one did this week, led by Tayyib Erdogan, 
an ex-mayor of Istanbul and one of the 
most popular politicians). Back came a fe- 
rocious counterblast from the general-staff 
headquarters, accusing the politicians en 
bloc of ruining the economy, and national 
and moral values with it. Robbery, said the 
brass hats, had become a way of life, and 
the debate on national security was just a 
mask for such evils. 

Much of which is true. But the generals’ 
outburst proved too much even for the 
mainstream press. “If the name of this re- 
gime is democracy,” wrote Hasan Cemal, 
a prominent columnist in Milliyet, a con- 
servative daily, “the civilians should re- 
main civilians and the soldiers should re- 
main soldiers. Let everyone do his own 
job.” Tusiad, the largest businessmen’s 
association, also backed Mr Yilmaz. 

The generals were not helped by televi- 
sion broadcasts two days later, on all the 
main channels, showing one of them in 
the province of Manisa barking orders at 
and shoving a Motherland official during a 
state function, while cowed onlookers 
hung their heads in silence. Then on Au- 
gust 11th a bunch of the army-run gendar- 
merie opened fire on a crowd in the reli- 
giously conservative province of Konya 
celebrating as a batch of youths left for mil- 
itary service. One young man was killed. 
An official report blamed the villagers; few 
Turks believed it, given that hundreds of 
bullets were fired during the 25-minute 
mêlée, most allegedly from army guns. 

But then came two surprises. The com- 
manding officers involved in Konya were 
at once dismissed. The general in Manisa 
has been put under investigation. Never 
have the generals acted with such speed. 
Are they at last willing to defer to the civil- 
ians? Probably not: and polls show that 
the armed forces remain Turkey’s most 
popular institution. But at least the once ta- 
boo topic of the generals’ role in politics is 
being debated openly, and without fear 
that they will lay down the law yet again. 
Thatis no small advance. m 








Eastern Germany's politics and economy 


Look what I found 
in my suitcase 


FRANKFURT 
The chancellor goes wooing east 
German voters 


UGUST 13th, for Berliners, was the 40th 
anniversary of the day when Russia’s 
East German stooges started building the 
wall that for 28 years was to divide the city. 
Berlin now is reunited. So, politically, is the 
country. But not economically, as Chan- 
cellor Gerhard Schröder was soon to hear 
after setting out that day on a two-week 
press-the-flesh trip through the east. He 
heard the same on such a trip last year, and 
pledged money in buckets to even things 
up. Same again then, maybe even more, 
with an election only a year away? Not if 
you believed his staff—before he set out. 

The chancellor, they avowed, hand on 
heart, had not packed his Spendierhosen, 
his “generosity trousers”. Plans to keep 
pouring money into the east until 2020 
had already been made. This time he 
would be explaining how much its people 
would benefit when the European Union 
expanded to include their eastern neigh- 
bours. His route ran close to those neigh- 
bours’ borders, with brief hops across, for 
instance to meet the Polish president and 
prime minister, and to visit a Skoda car fac- 
tory, in the Czech republic but owned by 
Volkswagen. 

He faced a hard sell. A poll in the spring 
found that only 35% of Germans favoured 
further EU enlargement, westerners and 
easterners feeling broadly alike. With un- 
employment rising as the economy slows, 
fears of cheaper Poles and Czechs taking 
German jobs are rising too. Still, a states- 
man must do what a statesman must do. 

But Mr Schröder is a politician too, and 
his Social Democratic Party (spp) only nar- 
rowly leads its conservative rivals in the 
polls. In eastern Germany, says one poll- 
ing body, the Christian Democratic Union 
is doing almost as well, at 27%, as in the 
1998 election. In contrast, the spp, though 
still ahead with 28.5%, has lost seven 
points. The main gainer, up four points to 
26%, has been the Party of Democratic So- 
cialism—successors to the very commu- 
nists who left the local economy whatitis. 

That shift ought to shame any social 
democrat. But what goes around comes 
around—especially in east German voters’ 
loyalty, say pollsters. So there are votes to 
be found, and lo, barely into his tour, the 
chancellor turned out to have discovered 
an extra DM1 billion ($460m) to improve 
east German cities. The real money will 
start to flow only in 2006, it’s true. But how 
nice for Mr Schröder to find he had not left 
his Spendierhosen behind after all. = 
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HEN Henry Kissinger, as America’s secretary of state, 

wanted to telephone his equivalent in Europe, he once 
gibed, he didn’t have a number to call. These days, Colin Powell 
has only too many: Javier Solana, a Spaniard and the Evu’s “high 


representative” for foreign and security policy; the foreign minis- 


ter of whichever EU country currently holds its presidency (ie, 
this semester, Belgium’s Louis Michel); or maybe Chris Patten, 
the British commissioner for external affairs. 

And daft the results can look. When the Eu sent a delegation 
to North Korea earlier this year, that meant Messrs Solana and 
Patten, plus Goran Persson, prime minister of Sweden, then in 
the presidential chair. In general, however, Mr Solana leads the 
race to become the public face of Eu foreign policy. He has taken 
the lead in Macedonia and in Ev efforts to find a role in the sup- 
posed Middle East “peace process”. In part that is due to his per- 
sonal and political skills, and to his experience as secretary- 
general of NATO, a useful aid in the delicate task of inventing 
the Eu’s yet-to-exist military arm. But another reason is the un- 
readiness of EU governments to hand over fresh powers to the 
supranational European Commission: Mr Solana is based in the 
Council of Ministers, the conclave of national representatives. 

That leaves Mr Patten a distant second. And it is not only Mr 
Solana that he has to contend with. The biggest foreign-policy 
challenge facing the Ev is its plan to admit as many as 12 new 
members in the near future, an issue so crucial that it has a com- 
missioner of its own, Giinter Verheugen. As for external trade, 
that is the brief of Pascal Lamy. Mr Patten has made much of the 
running in the Evu’s belated effort to revamp its huge and ram- 
shackle aid programmes; but even there he has a rival in the 
form of Poul Nielson, the commissioner for development. Some 
of Mr Patten’s staff lament that their boss is too much the British 
gentleman for the inevitable Brussels turf struggles. “He just 
won't fight,” laments one. Mr Patten himself takes a certain 
pride in his rejection of such unseemly scrambling. 

Not that he is averse to controversy. He ran the Conservative 
Party’s research department for the four years in the 1970s while 
Margaret Thatcher was preparing to stand party policy on its 
head—even while he disliked many of her ideas. For the last 16 
months of her prime ministership, he was the unlucky minister 
who had to try to make sense of the politically lunatic “poll tax” 


Charlemagne Christopher Patten 





The European Commission’s foreign-affairs man has plenty of rivals for his turf 


that she had foisted on British local government. Though he was 
no “dry” Thatcherite, she thought him one of her possible suc- 
cessors. In 1992 the actual one, John Major, posted him off as 
governor of Hong Kong, to oversee its last five years of British 
rule and negotiate its return to China. In 1998 a new, Labour 
prime minister picked him to propose reforms of policing in 
Northern Ireland, a still surer way of earning tar-and-feathers 
from the zealots of both sides. In comparison, his appointment 
to the European Commission in 1999 may have looked a doddle, 
and his subsequent hectoring of Britain’s Tories for their refusal 
to love the EU no more than an easy (and welcome) duty. 

Physically, it is no doddle: whatever else, the reason for Mr 
Patten’s second place in EU foreign affairs is not that he has or 
finds nothing to do. Last year he spent 140 days on the road. One 
recent two-week trip took in Luxembourg (meeting of European 
foreign ministers), Birmingham (a speech), Rome (preparation 
for the G8 summit), San Francisco (weekend with Republican 
bigwigs), Los Angeles (speech), Hanoi (ASEAN regional forum) 
and Bangkok (bilateral meetings). When invitations turn up, EU 
commissioners have no junior ministers to send in their place. 

But where does all this gadding about get him, apart from the 
departure lounges of international airports? In a recent speech 
on the Balkans Mr Patten dwelt lovingly—and revealingly—on 
the idea that the EU’s most important work there was “the dull 
stuff”: training judges in Macedonia, computerising Albania’s 
court records, advising the Bosnians on the drafting of legisla- 
tion, rebuilding bridges and roads in Serbia. Here Mr Patten has 
an advantage over Mr Solana, for the commission is in charge of 
the world’s largest aid budget and has diplomatic represen- 
tatives all over the place. 

The sub-text of Mr Patten’s stress on the “dull stuff” is clear: 
let Mr Solana hog the cameras and stage the midnight crisis 
meetings, it is Mr Patten and his team, with their countless small 
but worthy initiatives, who may be doing more real good. Not 
only in the Balkans either. Much of Mr Patten’s energy goes into 
trying to speed up the delivery of £u aid; he has endless bilat- 
eral trade issues to deal with (multilateral ones being Mr Lamy’s 
concern); it is he who must try to flesh out the idea of develop- 
ing a “common economic space” with Russia; and so on. 


Bored? Not me 

And yet newspapers say Mr Patten is bored by his job, counting 
the days until he leaves Brussels. Nonsense, he says, and “dull 
stuff” is just a figure of a speech. Still, as a man with a taste for 
intellectual speculation, he might well prefer a beat with a little 
less glad-handing and a bit more grand strategy. Instead, he in- 
dulges his taste for theory by writing articles and speeches, 
larded with references to literature, and to articles and books 
that he has read lately (all those long flights). In a recent speech 
he averred that his only real regret about his last day as Britain’s 
last governor of Hong Kong was that he had not insisted on in- 
cluding in the programme a hyper-patriotic hymn once dear to 
English public schools, “I vow to thee, my country, all earthly 
things above...”. In a recent article he dwelt at length on the EU’s 
problem in securing democratic legitimacy. Like most people he 
was better at defining the problem than solving it. As it happens, 
the European Commission has just issued a document that tries 
to identify solutions. In late July all the commissioners gathered 
together to debate its conclusions. All but one, that is: Chris Pat- 
ten was away “on mission”. @ 
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The BBC 


Outgrowing Auntie 





Now that British digital pay-television offers some genuinely first-rate 
programming, the BBC’s ratings battle looks odder than ever 


[ HAS long been whispered inside the 
corporation that, if the BBC looks after 
the middle classes, the middle classes will 
look after the Bc. No wonder that one of 
the new channels the ssc is asking the 
government for permission to launch is 
advertised as “a forum for intellectual de- 
bate”. As complaints that BBC1 is sliding 
downmarket grow, the BBC needs to reas- 
sure its upmarket viewers that it has their 
interests at heart. The delicate balance the 
BBC has to maintain between populism 
and elitism is looking increasingly shaky. 
Two things have upset this equilibrium: 
the improvement in pay-television, and 
the response to it by the terrestrial broad- 
casters, BBC1 and BBC2, ITV, and Channels 
4 and 5. Digital technology has trans- 
formed the economics of multi-channel 
television, enabling independent oper- 
ators to cater to market niches, and the big 
pay-Tv companies to offer hundreds of 
channels. Pay-Tv channels, now in 44% of 
households, account for 20% of all televi- 
sion viewing, twice the share five years 
ago. It has grown largely at the expense of 
BBC1and Itv, the most popular networks. 
Lots of the stuff on pay-Tv is indeed 
dreadful—third-rate American movies and 
sitcoms, or shopping. And live sport, or 


rather premiership football, has certainly 
driven the success of BSkys, the satellite 


broadcaster owned by Rupert Murdoch’s 


News Corporation. 

But, recently, there has been a marked 
improvement in the range and quality of 
pay-TV. Plenty of what is now shown, par- 
ticularly on the new digital channels, is 
classy television: “The West Wing”, on E4, 
Channel 4’s new digital channel, or “Fra- 
sier”, on the Paramount Comedy Channel, 
owned by Viacom, an American media 
giant. Nor is all the good stuff imported. 
Artsworld, for instance, a small channel 
run by Sir Jeremy Isaacs, a former head of 
Channel 4, serves up a fine cultural mix of 
ballet, opera and architecture. The History 
Channel airs increasingly thoughtful doc- 
umentaries. The BBC can no longer claim a 
monopoly on quality. 

As viewers have drifted to pay-TV, so 
the competition among the big terrestrial 
broadcasters has intensified. Enter Greg 
Dyke, a commercial TV man, who took 
over as the BBc’s director-general last year. 
He has been particularly exercised about 
BBC1, the corporation’s flagship channel, 
which has been steadily losing viewers. 
Part of Mr Dyke’s rescue plan has been to 
streamline the corporation’s management, 
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liberating an extra £89m for the channel. At 
the same time, he shunted its main eve- 
ning news on by an hour, to ten o’clock—a 
move that kicked up a big political fuss at 
the time—in order to free up prime time for 
entertainment and drama. 

So far, the upshot has been an unde- 
clared ratings war between BBC1 and ITV. 
Only last week, the BBC began to schedule 
an extra weekly episode of “EastEnders”, 
its long-running soap opera, which is cur- 
rently watched by 11m viewers. Its allo- 
cated slot? Friday night at 8pm, precisely 
when trv broadcasts “Coronation Street”, 
its own long-running soap opera, also cur- 
rently watched by 11m viewers. 

Naturally, BBC people insist that this is 
not evidence of BBC1’s relentless march 
downmarket. Though the best-watched 
shows are light entertainment—“The 
Weakest Link”, a game show exported to 
the United States, or “EastEnders”—the 
BBC argues that these are “quality” popu- 
lar shows. It is not mimicking ITV, it says, 
because it does popular entertainment 
better; and it must do popular entertain- 
ment because, as an organisation financed 
by a tax on television sets, it has to serve 
everybody. 

This, however, is where the difficulty 
lies. The BBC is still trying to be all things to 
all people in a media age when viewers are 
increasingly fickle. Back in the 1950s and 
1960s, when the people now running the 
corporation were watching “Blue Peter” 
along with the rest of the nation’s tots, the 
BBC loomed large in the consciousness of 
young and old alike. 

Today, however, with multi-channel 


television, the Internet and its mobile ver- >» 






> sions, the corporation’s importance is 
shrinking year by year. Viewers zap across 
scores of channels, and are increasingly 
drawn to the branded channels—Discov- 
ery, Nick Junior, FilmFour—where they se- 
lect a genre rather than a programme. They 
will increasingly control their own sched- 
uling, with personal video recorders and 
an electronic programme guide, which 
viewers can instruct to record all the 
week's comedy, say, or gardening shows. 

As this happens, loyalty to the BBC is 
fading. Last year, the BBC conducted some 
research into how people watch multi- 
channel television. With some dismay, 
Mark Thompson, the BBc’s head of televi- 
sion, remarked that “we came across quite 
a few households who are excluding ter- 
restrial Tv altogether.” 

The BBC understands all this. It knows 
that children raised on such channels as 
Nick Junior, the Cartoon Network or Fox 
Kids may never find their way to “Blue Pe- 
ter” on the mixed-genre BBC1. It wants its 
own branded channels; which is why it 
has asked the government to allow it to 
launch three digital channels aimed at 
children of various ages, plus the one for 
the intellectuals. A decision is expected by 
the end of the month. 

Much of the argument about the pur- 
pose of the BBc comes down to subjective 
judgments about quality. There seems to 
be a genuine, almost French, fear among 
BBC bosses that, were the BBC to go com- 
mercial, British television would end up 
with what they perceive as the inferior 
quality of the American version. “We are 
told the world is globalising—that’s not 
true: it is Americanising,” declared Mr 
Dyke last year. “It is essential that Tv, radio 
and online should reflect the cultures of 
particular countries.” The BBC, goes this 
line, keeps the quality yardstick high. 

It is a fine call. It is true that the drift of 
the BBC downmarketis not absolute. BBC2 
still puts out some well-researched, chal- 
lenging programmes (“Endgame in Ire- 
land”, for instance, a recent series on the 
history of Northern Ireland's troubles). 
But so does Britain’s independent sector. 
Indeed, who is keeping whom on their 
toes? The BBC admits, for instance, that it 
no longer gives classical music promi- 
nence. Independent culture channels, 
such as Performance and Artsworld, do. 
“We came into the arts marketplace be- 
cause the BBC had abandoned this terri- 
tory and put on gardening and cookery,” 
says John Hambley, chief executive of Art- 
sworld: “Now, on one of the new digital 
channels, they want to do more arts.” 

The licence fee, from which the BBc de- 
rives a yearly £2.4 billion ($3.5 billion), 
gives the corporation a sense of obligation 
to do everything for everybody. But the 
better the commercial sector gets, the more 
this looks like empire-building rather than 
public service. m 


Asylum policy 


Bedlam 


Time for some honesty on asylum 


PPALLED comments from interna- 
tional observers; optimistic official an- 
nouncements that bear little relation to re- 
ality: Britain’s asylum system has a lot in 
common with the tinpot regimes that gen- 
erate asylum-seekers in the first place. Even 
with a new ministerial team at the Home 
Office, there is, as yet,no end in sight to the 
meanness and statistical bamboozlement. 
First, the (official) good news: fewer 
people are claiming asylum now than 
were doing so last year. After a big push be- 
fore the general election, the backlog of 
asylum applications has been cut from 
103,495 last January to 24,315 by the end of 
June. In June, only 10% of applicants were 
granted asylum, though a further 17% were 
granted “exceptional leave to remain”. 

The reality is more complicated. Since 
1999, the number of people refused asy- 
lum for “non-compliance” (for instance, 
failing to fill out a 19-page form, in English, 
in a fortnight) has soared. That partly ex- 
plains why the number of appeals has 
also soared (see chart). So another backlog 
has developed, which has grown from un- 
der 1,000 in January 2000 to 33,000 by the 
end of May—a figure not included in the of- 
ficial statistics. 

But more people are getting through 
than the figures imply. Although it is im- 
possible to calculate accurately, the pro- 
portion permitted to stay is much higher 
than the headline figures imply. Some ap- 
peals are allowed; lost forms are found. 





Behind the statistics 


Appeals decisions 
JFMAMJJASONOJFMAM] 
2000 2001 


Source: Home Office "Estimates 


And relatively few are actually removed. 
Last year only 9,000 were. The govern- 
ment now wants to eject 2,500 people a 
month by early next year. It is employing 
extra staff to track down the unwelcome, 
and building new detention centres for the 
untrustworthy. Past experience suggests it 
is unlikely to succeed. 

But whilst the asylum system can be 
more generous than the statistics make it 
appear, it can also be brutal. Around 500 
asylum seekers are currently being de- 
tained in British prisons—a practice that 
has been condemned by the United Na- 
tions High Commission for Refugees. Sev- 
eral imprisoned asylum seekers have been 
on hunger strike in protest. The Medical 
Foundation for the Care of Victims of Tor- 
ture, a charity, has compiled an alarming 
dossier on imprisoned torture victims. 

Meanwhile, the rules of the govern- 
ment’s dispersal scheme have recently 
been tightened: if asylum seekers refuse to 
be relocated to a place of the government's 
choosing (as some do), they now risk los- 
ing benefits at once. And yet the govern- 
ment evidently doubts the efficacy of the 
dispersal policy: last week David Blunkett, 
the home secretary, announced a review 
of the scheme, following the murder of an 
asylum seeker in Glasgow. 

That review will apparently be com- 
pleted by the autumn, which will make it 
much speedier than the rethink of the gov- 
ernment’s voucher system. Asylum seek- 
ers are given vouchers (whose value is 70% 
of ordinary benefits) rather than cash. Crit- 
ics say the system stigmatises asylum- 
seekers, and is chaotic and expensive. To 
obviate a revolt at last year’s Labour Party 
conference, the government promised a re- 
view. After an especially long bout of pre- 
varication, it said last week that the 
voucher review would report in Septem- 
ber—just in time for this year’s conference. 
But it seems unlikely that vouchers will be 
scrapped altogether. 

Devising asylum policy will always be 
tricky, especially while opportunities for 
legal economic migration remain so lim- 
ited. But a bit more humanity, and a lot 
more honesty, isn’t too much to ask. @ 
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Working holiday? 


BOGOTA AND BELFAST 


Two jolts for the Northern Ireland 
peace process 


WO events last week—one unsurpris- 
ing, the other more exotic—seemed to 
confirm the fears of Northern Ireland's 
doomsayers. The exotic one was the arrest 
of three men, said to be members of the 
IRA, by the Colombian army. One of 


them, James Monahan, has been con- 


victed of possessing explosives. The Brit- 
ish security services say that another, Niall 
Connolly, is Sinn Fein’s fixer in central 
America. Sinn Fein says he has no links 
with the party. 

According to the Colombians, the men 
had spent several weeks in the jungle with 
the FARC, Colombia’s largest guerrilla 
group. The army speculated that they had 
been teaching the FARC bomb-making 
(traces of various kinds of explosives, as 
well as of illegal drugs, were reportedly de- 
tected on them). The FARC has recently 
threatened to take its war into Colombia's 
cities, but has much less experience of ur- 
ban campaigns than does the IRA. 

If true, that is bad news for Colombia, 
and potentially for Northern Ireland. The 
fear is obviously that the men could have 
been gathering skills and resources for a re- 
turn to conflict. Republicans are known to 
have liased in the past with other terrorists 
in the Middle East, and with ETA, the 
Basque separatist organisation, which 
may have provided the entrée to FARC. 
Those contacts, though, were probably 
more about public relations than about ex- 
changing weapons. 

The unsurprising development was the 
IRA's withdrawal of its proposal on de- 
commissioning, in protest at its frosty re- 
ception from unionists, and a brief suspen- 
sion of Northern Ireland's devolved 
assembly. That may also turn out to be less 
damaging that it looks; but it’s still a 
bathetically swift demise for a move that 
was greeted last week as “historic”. His- 
tory doesn’t last as long as it used to. 
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Peace comes to Stamford Hill 


Ultra-orthodox Jews and Muslims find common ground in their hostility to the 


ways of the secular world 


66 FSRAEL’S just got to kill them all,” said 
some North London Jews, quoted in 
the Evening Standard, after a Palestinian 
suicide bombing. But while the media 
gave vent to religious hatred, a remarkable 
experiment in communal relations passed 
almost unnoticed. As Hamas activists 
strapped on their explosives in Israel, 
imams and ultra-orthodox rabbis in a poor 
North London suburb launched the Mus- 
lim Jewish Forum, Britain’s first group 
bringing the two communities together. 

Stamford Hill is home to Europe's larg- 
est community of Hassidic Jews—some 
20,000—and a similar number of Mus- 
lims. Kosher cash-and-carries jostle with 
halal malls around the neighbourhood’s 
aptly-named West Bank. The sounds of 
cantors from a hundred synagogues min- 
gle with calls to prayer from mosques. 

In the early days of the Palestinian inti- 
fada, violence looked set to spill over into 
Stamford Hill. Five Muslims were arrested 
for distributing leaflets advocating the kill- 
ing of Jews. And, in October, an Algerian 
stabbed a trainee rabbi on a bus. 

But, for members of the Muslim Jewish 
Forum, more unites the communities than 
divides them. The Forum is talking of de- 
veloping a partnership to defend their con- 
servative way of life. Common projects in- 
clude a campaign to keep the local girls’ 
school from taking boys, and protests 


Some of our best friends are Muslims 


against naked flesh on advertising hoard- 
ings. “When they're house-hunting, Mus- 
lims always choose a Jewish road,” says Is- 
mail Amaan, who runs the Muslim 
Community Centre, where the Forum is 
based. “They don’t want their women in 
veils taunted as ninjas.” 

The Muslim Housing Association 
holds its general assemblies in a kosher 
(but Muslim-owned) hotel to cater for its 
elected orthodox Jewish representatives. 
Andin the local elections in June, Jews and 
Muslims went canvassing together. Con- 
fused local councillors have taken to in- 
quiring of their new bearded colleagues 
whether they are Jews or taliban. 

Even on the delicate issue of the Middle 
East, there is common ground. Many ultra- 
orthodox Jews are adamant non-Zionists. 
“Jews mourn 53 years of Zionist occupa- 
tion in the Holy Land,” reads the placard 
hanging from the window of a neighbour- 
ing synagogue. Muslims in the Forum have 
received the backing of a leading cleric, 
who cites a pre-Zionist age, when Muslims 
and Jews worked together. “Westernised 
Jews and Muslims think interaction began 
only a hundred years ago,” says Rabbi Her- 
shel Gluck, the Forum’s chairman. “But in 
the medieval world life was different. Tra- 
ditional communities can set an example.” 
If only communal relations were as easy in 
the Middle East. 
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Business 


American manufacturers and the dollar 





A bunch of cry-babies? 


NEW YORK 


The strong dollar has drawn protests from much of corporate America. But it may 


not be so bad for business 


66° THE strong dollar is frankly destroy- 

ing the manufacturing capability 
and the manufacturing competitiveness” 
of America, complained John Devine, the 
chief financial officer of General Motors, 
on August 8th, before conceding that “we 
have to be careful on this issue, because we 
don’t want to be seen as cry-babies.” Yet 
that may be the right label for the growing 
band of American company bosses who 
are now railing against the mighty green- 
back—even as, obligingly, it has slipped 
during the past few weeks to a five-month 
low against the euro. It is far from clear that 
a weaker dollar would be good for cor- 
porate America. 

Apart from GM, the protesters include 
Gillette, a consumer-goods firm that does 
60% of its business abroad. It claims that 
most of the 5% fall in its sales in the second 
quarter compared with the same period in 
2000 was due to the high dollar. Avon, a 
cosmetics company, increased sales by 5% 
in the second quarter; had the dollar not 
risen, sales growth would have been 10%, 
says the firm. DuPont, a chemicals group, 
reckons the rising dollar cut the quarter's 
profits by $35m. And McDonald's, a burger 
chain, blamed disappointing second- 
quarter profits on the weakness of the 


euro, the yen, the British pound and the 
Brazilian real, among others. 

As manufacturing sales, and jobs, have 
tumbled during the past year, the National 
Association of Manufacturers has lobbied 
noisily for the Bush administration to let 
the dollar fall to “reflect economic reality”. 
But how to do this, assuming it were desir- 
able, is not at all obvious, and itis not clear 
that the administration has actually been 
doing much to support the dollar, besides 
talk. In his characteristically blunt way, 
Paul O'Neill, the Treasury Secretary, has 
made it clear that he will continue to talk 
the dollar up (for what that is worth). 

Drawing on his experience as a com- 
pany boss-—first at International Paper, and 
then Alcoa, an aluminium firm—Mr 
O'Neill argues that “the really successful 
people in the world produce outstanding, 
almost unbelievable, results and don't 
spend a lot of time talking about currency 
rates.” Alcoa certainly fits that description, 
increasing profits in the second quarter by 
cutting costs. Not so Mr O’Neill’s earlier 
employer. “The strong dollar has continu- 
ously weakened our export business in 
container board, while increasing imports 
[from competitors] in coated paper,” grum- 
bles International Paper’s chief executive, 
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John Dillon. In his other role, as chairman 
of the Business Roundtable, a bosses’ 
group, Mr Dillon has lobbied Mr O'Neill 
for a weaker dollar. 

One thing that a weaker dollar would 
probably produce is a rise in American ex- 
ports. Richard Salsman of InterMarket 
Forecasting, a research firm, looked at the 
ten years since 1973 in which the dollar de- 
preciated the most. He found that growth 
in exports accelerated from an average of 
2.3% in the year concerned to 20.1% the fol- 
lowing year and 21.8% in the year after 
that. But “history shows no material, bot- 
tom-line benefit in merely shipping more 
goods abroad, by means of currency de- 
basement,” concludes Mr Salsman. 


Show of strength 
On the contrary, there is plenty of evi- 
dence that corporate America is better off 
with a stronger dollar—or at least no worse 
off. Since 1973, American shares have 
tended to outperform foreign shares dur- 
ing periods of dollar strength. This is true 
even of firms in industries that do a lot of 
exporting. Kenneth Landon of Deutsche 
Bank calculates that, since 1990, shares in 
industries such as diversified manufactur- 
ing, chemicals and cars rose more during 
months when the dollar rose in trade- 
weighted terms than during months when 
it fell. The outperformance of America’s 
car companies was even greater during 
months when the dollar strengthened 
against the yen in particular. 

This suggests that, if Gm does get the 
weaker dollar it desires, its shareholders 
may be among those who lose out- 
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though, to be fair, there is no guarantee » 
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that past patterns in share performance 
will be repeated. Some economists note 
that in recent years a strengthening dollar 
and rising share prices may both have 
been caused by expectations of stronger 
economic growth in America, and that this 
relationship may not hold in future. 

Why might dollar strength be good for 
corporate America? By keeping down im- 
port prices, a strong or rising dollar may 
help keep inflation down. This was cer- 
tainly so during the past three years. 

One reason for the dollar’s strength has 
been massive demand from foreign inves- 
tors for dollar assets, including shares and 
corporate bonds. This has resulted in a 
lower cost of capital for American firms. 
Were a weaker dollar the result of a decline 
in such demand, capital costs could rise. 

A strong currency can also spur firms to 
greater efficiency, giving them a competi- 
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tive edge that outweighs any disadvantage 
from the exchange rate. During the late 
1980s and early 1990s, despite the strength 
of the yen and the p-mark, Japanese and 
German firms made impressive gains 
against their American competitors, not 
least in the car industry. 

While it is true that a currency can be- 
come so overvalued that it kills off even 
well-run firms, the dollar today isnowhere 
near as overvalued as it was in the 
mid-1980s. And, although most econo- 
mists think it is pricey against the euro, it 
may be undervalued against the yen. 


America’s squealing firms may be suf- 


fering less from the strong dollar than from 
other factors, such as slumping demand 
and lacklustre management. Consider 
GM’s complaints. According to Autodata, a 
research firm, car sales by the big Detroit- 
based producers were down by 9.3% in the 


Tyson’s London corner 


N CHOOSING Laura d'Andrea Tyson 
as its new dean, the London Business 
School (LBs) has shown the way such 
schools not only differ from other 
-education institutions, but may 
also set trends. The LBs is one of only 
three business schools outside the Un- 
ited States (the others are INSEAD in 
France and IMD in Switzerland) that see 
themselves as serious rivals to the big- 
ger, older, richer American schools. It 
competes in a world market: around 85% 
of its full-time MBA students come from 
outside Britain. It also needs to woo fac- 
ulty talent and endowments from 
around the world. It believes that Ms Ty- 
son, a former adviser to President Clin- 
ton and dean of the Haas School of 
Business at the University of California, 
Berkeley, has the glamour and clout that 
the job requires. 
She will need it. Robert Joss, dean of 





Why the London Business School’s new dean is an interesting choice 


the Graduate School of Business at Stan- 
ford University, has been a top corporate 
executive, but says that running a big 
business school is one of the most de- 
manding jobs imaginable, requiring aca- 
demic leadership, managerial skills and 
money-raising flair. Ms Tyson agrees: a 
business-school dean, she reckons, 
needs to be more nimble and responsive 
than other academic bigwigs. Students 
come from the business world and ex- 
pect business-quality education. 

Can the LBs challenge America’s grip 
on the business-school market? “There is 
no other industry I can think of where 
American institutions are so dominant,” 
says Mr Joss. However, there is a gap in 
the market: although big American busi- 
ness schools are keen to tout their 
“global” credentials, Ms Tyson argues 
that most find it hard to deliver. Many 
have a student body that is only one- 
third international; faculty and courses 
remain stubbornly American. The LBs, 
by contrast, based in a cosmopolitan 
capital, is well placed by “history, loca- 
tion and culture” to offer real diversity. 

Maybe Ms Tyson can influence other 
parts of Britain’s cash-starved and de- 
moralised higher-education system. The 
LBS faculty see themselves standing 
apart from the mainstream: they confer 
University of London degrees but get a 
mere 6% of their revenue from the Brit- 
ish government. If only British universi- 
ties could think of themselves as 
competing globally, they might escape 
the corrosion of excessive dependence 
on the state. 
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first seven months of this year, compared 
with the same period in 2000. Sales of for- 
eign marques were up by 4.3%. Yet a large 
part of this increase was due to sales of 
cars made by foreign firms in their Ameri- 
can plants (up 4.2%), not in foreign fac- 
tories. So there is more to the story than 
currency movements. 

GM Says it does not want to move more 
of its production abroad—a reluctance 
shared by many American firms, despite 
their reputation as aggressive globalisers. 
Yet given the limitations of using financial 
instruments to reduce currency risk, the 
“natural hedging” of producing and sell- 
ing in the same currency—say, the euro— 
surely offers efficiencies that good man- 
agement should embrace. 

Certainly, firms are more likely to bene- 
fit by adjusting to the realities of the cur- 
rency markets than by relying on changing 
government policy. Even if the Bush ad- 
ministration did manage to engineer a 
weaker dollar, this might only push the 
economies of Europe and Japan deeper 
into the mire. Exports to America have 
been one of the few sources of strength for 
these economies. Worse, when currencies 
move significantly, they tend to over- 
shoot—which could mean an undervalued 
dollar and global economic depression. A 
weaker-dollar policy in 1985 pushed the 
currency down by 40% in two years. Some 
economists blame this drop for economic 
turbulence, including the 1987 stockmark- 
et crash. Corporate America should be 
careful what it wishes for. It might get it. m 


Motorola and Nokia in Turkey 
Facing down the 
Uzan clan 


ANKARA 


The perils of vendor financing 


OREIGNERS who want to do business 

in Turkey will be thinking twice as a 
row escalates between two leading tele- 
coms-equipment makers, Motorola and 
Nokia, and the country’s second-largest 
mobile operator, Telsim, which has failed 
to meet a staggering $2.7 billion in debt re- 
payments due to both companies. 

Motorola’s woes with Telsim surfaced 
in May when the Turkish company failed 
to meet a $728m payment towards a $2 bil- 
lion package of telecoms infrastructure 
and handset vendor-financing. It later 
emerged that the Uzan family, which con- 
trols Telsim, had surreptitiously arranged a 
capital increase in the company during a 
shareholders’ meeting in April. In effect, 
this diluted Motorola’s stake—held in col- 
lateral for its loan—from 66% to 22%. Telsim 
has also defaulted on a $240m payment »» 
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There’s $2.7 billion on the line too 


due in a $719m vendor-financing arrange- 
ment with Nokia, also backed by a pledge 
over its shares. 

The trouble, according to Turkish offi- 
cials familiar with the affair, is that the 
Uzan family structures its contracts so in- 
geniously that there is little its partners can 
do to win in Turkish courts. The family has 
a long record of litigation, including with 
Turkey’s Capital Markets Board, the stock- 
market regulator, which has accused it of 
illegally diverting funds from its publicly 
quoted assets to other businesses. 

The Uzans have cited Turkey’s ongoing 
financial crisis as the reason for failing to 
meet their commitments. Neither Moto- 
rola nor Nokia appears to believe them; 
the two firms have jointly hired Kroll Asso- 
ciates, an American firm of private investi- 
gators, to look into the family’s fortune. 
This is considerable. The Uzans command 
an empire estimated to be worth $1.6 bil- 
lion, spanning construction, banking, 
power generation and the media. 

Cem and Hakan Uzan, the siblings who 
run Rumeli Holding, the conglomerate 
founded by their father, Kemal, are fre- 
quently featured on the pages of gossip 
magazines and have been spotted flitting 
across Istanbul in an American-made heli- 
copter said to be worth $8m. Their assets 
are also believed to include two luxurious 
yachts, Frequency and Airwaves, valued at 
$35m apiece. “It is not that the Uzan family 
doesn't have the money,” notes a Western 
official close to the affair. “It’s just that this 
[repaying the debt] is not what they want 
to spend it on.” 

Motorola is now said to be pushing to 
take a large stake in Telsim in lieu of its 
loan. The American company admits that 
its appetite for the Turkish market remains 
big. That is understandable: over the past 
two years, the number of cellphone sub- 
scribers has grown from 2m to 11m. 





The Bush administration, whose sup- 
port was pivotal in securing some $15.7 bil- 
lion in World Bank and 1MF loans earlier 
this year to rescue Turkey’s economy, has 
alerted the Turkish government to the 
damage Telsim’s behaviour could inflict 
on the country’s already shaky image 
among international investors. Finland's 
foreign trade minister, Kimmo Sassi, has 
said his government is preparing to inter- 
vene on Nokia’s behalf. Privately, how- 
ever, officials acknowledge that, short of 
revoking Telsim’s operating licence, there 
is little the Turkish government can do to 
lean on the Uzans. And if Telsim were to 
lose its licence, it would be even less likely 
to repay its loans. m 


Executive pay-offs 
Money for 
nothing? 


NEW YORK 
This is a great time to make it to the 
top—even if you flop 


ITH the environment for business 

worsening, clever executives are 
carefully scrutinising the information that 
really matters: how much they will receive 
if they are simply not up to running their 
beleaguered firms. 

The recent numbers are encouraging. 
On August 13th, Lucent and Honeywell 
each filed quarterly statements with 
America’s Securities and Exchange Com- 
mission that included details of lavish set- 
tlements. In Lucent’s case, it took a 15-page 
attachment to cover the terms for its for- 
mer chief executive, Richard McGinn, and 
former chief financial officer, Deborah 
Hopkins. In contrast, less than a page of Lu- 





cent's quarterly report covered its decision 
to lay off 10,500 employees. 

Mr McGinn, who presided over trou- 
bled Lucent for barely three years, received 
the most money: almost $13m. Ms Hop- 
kins did slightly better based on time in the 
office. She was the Cro for less than a year 
and received almost $5m. This week, it also 
emerged that Michael Bonsignore, who 
ran Honeywell International for two years 
until its planned merger with Ge fell apart 
last month, is to receive a $9m pay-off and 
along list of perks. 

The largest component of Mr McGinn’s 
package is the transformation of a “re- 
stricted” incentive grant of shares into an 
outright grant (so much for incentive). Mr 
McGinn borrowed money on the “as- 
sumption of continued active employ- 
ment”, which, it is safe to assume, is true 
for most people who take out a loan. Un- 
like most people, though, when employ- 
ment was discontinued, his former em- 
ployer bailed him out, granting him anew 
$4.3m loan, presumably on better terms. 
He retains an annual pension of $870,000, 
as well as health and life-insurance bene- 
fits equal to those that other retired Lucent 
senior executives receive. 

Like Mr McGinn, Ms Hopkins was 
given her restricted stock, and she also re- 
ceived $30,000 for “financial counselling” 
(not something you would expecta CFO to 
need). Both she and Mr McGinn will retain 
share options. These are currently well be- 
low their strike price, but in a sharp recov- 
ery they would become highly lucrative. 
This, presumably, ensures that both root 
for their successors. 

Mr Bonsignore’s termination agree- 
ments says he will be treated like a chief ex- 
ecutive, with “executive transportation” 
and “financial and tax planning services”, 
among other things, for the rest of his life. 
All this, without the bother that comes 
with actually running a company. He will 
also receive “continuing relocation bene- 
fits” that were granted when he moved 
Honeywell from Minnesota to New Jersey 
in 1999. 

Headhunters say guarantees in the case 
of dismissal are a growing component in 
any effort to lure top employees, with the 
newest demand being cash severance if 
the company doing the hiring cannot get 
fresh funding. (Webvan, a failed Internet 
retailer, has promised to honour a sever- 
ance package of $375,000 a year, for life, 
granted to its former boss, George Sha- 
heen.) As executive demands grow, so 
agreements with employers become hid- 
eously complicated. Mr McGinn’s exit deal 
took more than a year to work out. Inev- 
itably, this generates high legal bills. A 
prominent term in all three agreements 
made public this week is that the lawyers 
be paid by the companies involved. No 
doubt the former executives believe them 
to be worth every cent. m 





European telecoms 


Running for the 
exit 


FRANKFURT AND oie 
Once fashionable, telecoms and cable 
groups are increasingly vulnerable 


N FRANTIC bidding over the past two 

years, Europe’s telecoms groups spent 
€110 billion ($99.3 billion) on 3G mobile te- 
lephony licences. It is a measure of how 
fast and how far the industry’s star has 
waned that Sonera, Finland’s biggest oper- 
ator, was applauded on August 10th for its 
decision to hand back, for no financial re- 
turn, its hard-won licence in Norway. In- 
deed, rather than the promised juicy fu- 
ture profits, Sonera recorded a modest 
€18m write-off. Now that it will not have 
to pay to build a 3G network in Norway, it 
expects to concentrate on its other invest- 
ments in Germany, Italy and Spain. 

Perhaps it should not be surprising that 
shares in Sonera have tumbled from more 
than €95 last year to around €6.25. But the 
same story can be found all over Europe's 
telecoms sector. Since the market in tele- 
coms shares peaked in March last year, it 
has fallen persistently. A recent analysis by 
Merrill Lynch noted that the sector’s quar- 
terly performance since the peak has been 
as follows: -17%, -22%, -14%, -20%, -11%. 
Judging by recent events, the latest quar- 
terly figures will be no better. Many share 
prices are near their all-time lows. Debt- 
laden France Telecom, for example, has 
seen its shares slump by almost half in re- 
cent months. Even its Orange mobile arm 
now trades at one-fifth below the price at 
which it was floated in February. 

In this dismal context it is no wonder 
that a row has broken out in Italy, where 
control of Telecom Italia recently passed to 
Pirelli, a tyre and cables group. To sweeten 
its takeover, Pirelli proposed that Roberto 
Colaninno, outgoing boss of Telecom Ita- 
lia and already a rich man thanks to the fat 
premium Pirelli paid him for his shares, 
should get a €31m handout in lieu of op- 
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Bayer beware 


The withdrawal of a drug is swiftly followed by a strategic about-turn 


| Sisia this month, Bayer, a German 
pharmaceuticals and chemicals com- 
pany, announced the sudden with- 
drawal of its cholesterol-lowering drug, 
Baycol, from the market because of side- 
effects that have been linked to 52 deaths 
so far. The company’s own retreat from 
drug-making will probably be a more 
leisurely affair. On August 13th, Manfred 
Schneider, Bayer’s chairman, an- 
nounced that the group was willing to 
reassess the future of its pharmaceuti- 
cals business, and might contemplate 
taking a back seat in a joint venture or 
even an outright sale. 

This decision comes after years of re- 
sisting angry calls from shareholders to 
split apart the company’s “four pillars”— 
pharmaceuticals, polymers, chemicals 
and agribusiness. Certainly, the experi- 
ence of 1c1, Hoechst and others has 
shown that drug-making divisions tend 
to do better when freed from the messy, 
cyclical business of chemicals. 

Even before the Baycol debacle, 
Bayer’s drugs division was struggling. 
Manufacturing problems with another 
money-spinner, Kogenate, have hit the 
bottom line; first-half profits for the 
health-care division (which includes 
drugs) were down 39% on the previous 
year. And worse is ahead. The loss of 
Baycol is expected to wipe up to €650m 
($590m) off Bayer’s full-year profits. 
Moreover, the first lawsuits seeking com- 
pensation for Baycol-induced deaths are 
just starting to roll in. No wonder Bayer’s 
share price has fallen more than 20% 


tions and other pay. The board of cash- 
strapped Telecom Italia rejected the pro- 
posal, arguing that the pay-off was unwar- 
ranted, given how poorly shares in the 
group have performed. A different drama 
has been unfolding at Deutsche Telekom, 
Germany’s former telephone monopoly. 
Ron Sommer, Telekom’s boss—once a hero 
of Germany's nascent equity culture, but 
now a perennial target of shareholder 
groups and the press—has fallen out pub- 
licly with Deutsche Bank, Germany’s big- 
gest bank, which last week sold a huge 
batch of Telekom shares, sending the share 
price plummeting (see page 57). 

It is not just network operators that are 
suffering. Telecoms-equipment suppliers 
are under pressure too: this week, Marconi 
faced relegation from London's FTSE 100 
index after its shares fell 12% in a single 
day. Other telecoms-related sectors, nota- 
bly cable television, are in deep trouble. In 





since the withdrawal was announced. 

Some blame bad luck for Bayer’s pro- 
blems, and believe that the company’s 
ambitions in blockbuster drugs might 
have paid off if Baycol had not been hit 
with problems that clinical trials could 
not have picked up. The firm still has a 
few promising drugs up its sleeve, such 
as anew anti-impotence medication. It 
also has a sizeable salesforce and some 
interesting products in over-the-counter 
medicines and diagnostics. These might 
attract a bid or alliance offer from a rival, 
perhaps Novartis. 

Others are more critical of Bayer’s 
management, blaming the company for 
dithering over acquisitions when drugs 
companies were still cheap. Instead, 
Bayer invested heavily in alliances with 
biotech ventures such as CuraGen. Such 
deals may produce some benefits. But by 
the time they do, Bayer’s drugs division 
will probably have changed hands. 


the go-go days, cable operators touted a 
“convergence” model in which they 
would bundle Tv and telephony and out- 
compete incumbent telecoms giants. Now 
they are simply trying to survive. 

In Britain, NTL, one of two remaining 
cable providers, is under fierce financing 
pressure and might have to merge with its 
domestic rival, Telewest. And on August 
14th, Mark Schneider, boss of United Pan- 
Europe Communications (UPC), an Amer- 
ican-backed cable group based in the 
Netherlands, resigned after reporting a 
huge quarterly loss. His fate was probably 
sealed last month when shares in urc fell 
by half in two days amid rumours that it 
was going bankrupt. Shares worth €85 last 
year are now stuck at a mere €1.20. Mean- 
while, upc’s bonds trade at one-third of 
their face value. The message from inves- 
tors is clear: if it has anything to do with 
copper wires or cables, stay away. m 
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Renault's alliance with Nissan 


Halfway down a long road 


PARIS 


Carlos Ghosn’s efforts to meld Nissan with Renault have become the stuff of 
management legend. But the alliance faces some daunting challenges 


HEN Carlos Ghosn moved from Re- 

nault to tackle the problems at Nis- 
san, after the French car company took a 
36.8% stake in the ailing Japanese firm in 
1999, it looked like mission impossible. Yet 
two years later, much has been achieved. 
A thumping loss of ¥684 billion ($6.1 bil- 
lion) in the year ended March 2000 has 
been turned into a profit of ¥331 billion for 
the past fiscal year. Nissan has, as Mr 
Ghosn says, moved from the emergency 
ward to the recovery room. This success, in 
the face of universal scepticism, is already 
the subject of six books, with four more 
being written. Harvard Business School 
and INSEAD have both prepared case stud- 
ies on the turnaround, and Harvard is 
working on a second. 

The Nissan story is interesting not just 
as a dramatic corporate recovery, but also 
as a study of how to work in an alliance, 
and of how a foreigner can shake up a fail- 
ing Japanese company, despite a perceived 
cultural gulf. Mr Ghosn plays down the 
cultural aspect: “I don't know whatis a Jap- 
anese company,” he says. As with any- 
where else, “you just get bad ones and 
great ones.” He defines his objective at Nis- 
san as no less than turning it into the best- 
performing car company in the world. He 
is off to a good start. Last year, he more 
than tripled the operating profit margin to 
4.75%, bringing him over halfway to meet- 
ing his target of 8% by 2005. Small wonder 
that the car industry is buzzing with ru- 
mours that the man dubbed Le Cost Killer 
in his Renault days will be headhunted to 
solve the problems of GM, Ford or Daim- 
lerChrysler. 

The real challenge now, says Mr Ghosn, 
is to change attitudes at Nissan, from de- 
sign through to sales. About the first thing 
he noticed at the company, which had 
been making losses year after year and los- 
ing domestic-market share for a genera- 
tion, was that nobody seemed to take 
responsibility when things went wrong. 
Managers blamed the strength of the yen 
or the poor state of Japan’s economy for 
the company’s plight, ignoring the fact that 
competitors such as Honda and Toyota 
were prospering. The first thing Mr Ghosn 
did was to form “cross-functional” teams 
to work on ways to break down barriers 
between departments. “It’s at the inter- 
stices between functions that you get real 
creativity,” he notes. 

When he first spelled out his recovery 
plan to senior managers, he met pockets of 


resistance, but decided to ignore them. 
Then he began to see changes as more ex- 
ecutives accepted that the plan was worth 
a try. Now he waxes enthusiastic about 
Japanese managers. “When you get a clear 
strategy and communicate your prior- 
ities,” he says, “it’s a pleasure working in 
Japan. The Japanese are so organised and 
know how to make the best of things. They 
respect leadership.” 

The next thing Mr Ghosn has to do is to 
improve Nissan’s brand image with cars 
that are not just well manufactured, but ex- 
citing. Next year, no fewer than 12 new 
models will be unveiled, as the Japanese 
company begins to design a whole new 
fleet based on ten basic platforms (the 
floorpans and basic body parts), which it 
will share with Renault. By 2010, Renaults 
and Nissans will be made of essentially 
the same building blocks, even though 
they will look different. This platform- 
sharing is expected to bring huge savings. 

The same will be true of the companies 
themselves as they create a more inte- 
grated structure. Renault has the right to in- 
crease its stake in Nissan to 44% (at the 1999 
price of ¥400 a share, not today’s ¥814). 
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i Finding a forward gear 
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But it will not want to exercise its option 
until the Japanese company’s huge debt 
has shrunk, as this would go on Renault's 
balance sheet. Although Mr Ghosn 
brought the company’s debt down by 
about 30% to ¥953 billion last year, there 
are still debts of ¥2.5 trillion in Nissan’s 
sales-finance companies. 


Reversal of fortune 

Nissan also has the right to buy Renault 
shares, something that looks less unlikely 
now that its market capitalisation is about 
twice the French company’s. Its profits last 
year were three times Renault's €1.1 billion 
($1 billion). Ironically, having helped Nis- 
san back on its feet, the French company’s 
fortunes are declining, partly because its 
model range is ageing all at once. 

Mr Ghosn sees the development of the 
alliance as “managing the contradiction 
between synergy and identity”. Too much 
synergy, throwing the companies together 
willy-nilly, and you lose identity. “Identity 
matters,” he says, “because it is the basis of 
motivation, and motivation is the fuel that 
companies run on.” Renault people iden- 
tify with their company and brand, as do 
Nissan people with theirs. That is an im- 
portant thing to hold on to, says Mr Ghosn. 

So Renault has no immediate plans to 
take over Nissan; nor is the resurgent Japa- 
nese company going to swallow Renault, 
which is still 44% owned by the French 
government. Instead the two will become 
genuine partners, perhaps like the Royal 
Dutch/Shell oil and gas group. Mr Ghosn 
sees Renault-Nissan as a global group, 
with Renault the European core and Nis- 
san the pole for Asia and America. 

There is no other alliance quite as deep 
as this in the car industry. Certainly, the in- 
dustry needs new ways to do things. 
DaimlerChrysler is a takeover with deep 
problems, while the General Motors/Fiat 
tie-up, involving some platform-sharing, is 
far from solving either company’s pro- 
blems. Alliances, however deep, are nor- 
mally seen as sub-optimal, because they 
fail to rationalise assets. Mr Ghosn is deter- 
mined to show that creative thinking can 
contradict that view. W 
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An eye for a bargain and an ear for a joke have made a class act out of David Gold’s supermarket chain 
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(19 AVE a cookie.” David Gold splits 

open the packet of four chocolate 
sandwich biscuits and hands it round. 
“What do you think? Four of these pack- 
ets for 99 cents? That’s a good deal, isn’t 
it?” It certainly sounds it. Sixteen Oreos 
normally cost $1.50. Not a bad deal for Mr 
Gold either, confirms the buyer who 
brought the biscuits to his office. She is 
being offered a lorry-load for a few cents 
a packet. Mr Gold ruminates briefly and 
nods. “Yes. Take it.” 

Calculations like this are the heartbeat 
of 99¢ Only Stores, a discount supermar- 
ket chain founded in 1982 by Mr Gold, 
who is chairman and chief executive. 
Close-outs (stock-lots in British par- 
lance)—goods sold off by manufacturers 
or other stores that have misjudged the 
market and overstocked—are snapped up 
by a team of cheery buyers and then 
pumped out into stores where everything 
costs exactly 99 cents. It may sound a bit 
gimmicky, but such ultra-discounting can 
clearly be a profitable proposition: 99¢ 
Only Stores’ market capitalisation has 
grown steadily from $225m in May 1996, 
when the company went public, to $1.7 
billion today. 

Across southern California and now 
in Las Vegas, Nevada, and Phoenix, Ari- 
zona, the stores are magnets for bargain- 
hunters. Nor is such bargain-hunting the 
exclusive preserve of the hard-up. Al- 
though snooty local merchants have re- 
buffed the firm’s efforts to find a location 
on Rodeo Drive, a street in Beverly Hills 
lined with designer clothes shops, local 
shoppers have no qualms. A glance at the 
bejewelled matrons browsing in the com- 
pany’s highest volume store, on Wilshire 
Boulevard, a short drive away from Bev- 
erly Hills, proves that in a tightening 
economy, the promise of a good deal 
knows no boundaries. 

Keeping the bargains coming depends 
on the work of the buyers, in offices 
stacked high with samples and souvenirs 





of particularly spectacular deals. They 
regularly drop in on Mr Gold, who quiz- 
zes them closely, his wild greying locks 
and well-stuffed shirt pocket giving him 
the air of arumpled physics professor ex- 
pounding an exotic retail calculus. Skin 
cream in bottles labelled in Arabic? Buy 
them! Little flasks of fancy lemonade? 
Much too expensive! Fluffy toy animals 
made for a charity that has since shut 
down? Nice, but push them a little harder 
on the price. 

The germ of the idea for 99¢ Only 
Stores came to Mr Gold as a young man 
stocking the shelves in his father’s liquor 
store in Los Angeles. Ninety-nines on the 
end of prices seemed to help bottles sell 
faster than round numbers. He got a 
chance to test his vision of a store chock 
full of such apparent bargains in 1982, 
when he spotted a vacant restaurant to let 
on the road to Los Angeles airport. The 
store launched on a Friday 13th with the 
fanfare that has since become a ritual at 
the opening of every new location. 
Queues formed outside to snap up the 
televisions on sale—for 99 cents, natu- 
rally—to the first nine customers. 

The chain has since grown to 108 
stores (the opening of the 99th outlet in 
January this year merited a special out- 
burst of merriment, with a 9lb, 90z baby 
born on the day awarded $99.99 worth of 
gift certificates). Another dozen or so 
stores are due to open this year, and there 
are plans to push into northern California 
and to open stores in Texas in 2003. The 
average store costs $700,000 to launch. 
This investment is usually recouped in 
under a year. 

Solid results have won tolerance of Mr 
Gold’s pranks at the New York Stock Ex- 
change, where he recently showered the 
trading floor with dollar bills rubber- 
stamped with the words “99 Thanks”. Net 
profit for the firm last year was $37.8m on 
sales of $402.1m, up from $22m on sales 
of $312.3m in 1999. 


One bargain at a time 

The only serious dip in the company’s 
share price came last October (see chart), 
when profits were dragged down by the 
sale of a discount-store chain that 99¢ 
Only Stores had bought in the mid-west 
but could not convert to its way of doing 
business. Acquisition is not the way to 
grow, the company concluded, but it sees 
no limits to steady expansion outward 
from California. 


Indeed, this is a business in which 
scale brings benefits, as larger orders 
draw keener prices. Some big manufac- 
turers are now prepared to make products 
in special sizes just for 99¢ Only Stores. 
Mr Gold has also built up trust over time 
by paying bills promptly (he signs his 
way through a stack of cheques as he 
talks to The Economist), a rarity in an in- 
dustry where making your creditors wait 
is practically a profit line in its own right. 
The firm has become ever more choosy, 
buying only one in every 15 of the items it 
is offered, compared with around one in 
five when it started. 

The aim is to stock 99¢ Only Stores not 
simply with haphazard lots of unheard-- 
of brands, as its dowdier imitators do, but 
to guarantee a full range of basic goods 
and many familiar brands. That encour- 
ages shoppers whose eye is initially 
caught by the gimmicks and one-off bar- 
gains to return for their weekly supplies, 
says Mr Gold. 

The firm’s progress is still measured 
one deal at a time, though. The old dic- 
tum that “retail is detail” is borne out 
hourly in its bustling headquarters. Mr 
Gold, with his encyclopaedic knowledge 
of past deals, and his rapid capacity to 
calculate the value of fresh ones, is a mas- 
ter of this discipline. His enthusiasm for 
the business is obvious—and infectious. 
The final test of this 68-year-old professor 
of buying will come when he retires. Per- 
haps the only miscalculation Mr Gold 
could make would be to underestimate 
his own importance in the fast-expanding 
99 cent universe. W 
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ble Swire Pacific 


2001 Interim Results Highlights - unaudited 


Profit attributable to shareholders US$309M -7.1% 


Earnings per share 19.9¢ -7.1% 


Dividends per share 4.6¢ Unchanged 





66 In the face of a marked slowdown in global economic activity, 
| am satisfied with these results which reflect the resilience of our 
core activities. 99 


James Hughes-Hallett 
Chairman, Swire Pacific Limited 
Hong Kong, 9th August 2001 


Notes: 


1. Amounts per share refer to ‘A’ shares. Entitlements of 'B' shareholders are in proportion 1 to 5 compared with those of ‘A’ shareholders. 
2. All the above figures have been translated from Hong Kong dollars into United States dollars at an exchange rate of US$1 = HK$7.8. 


Website: http://www.swirepacific.com 
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Over 21,500 megawatts of electric generating capacity around the world. Another 7,900 
under development. And a projection of more than 50,000 megawatts four short years 
from now. At Mirant, our generation growth is going through the roof. 


Add to that our operational excellence, energy risk management and marketing skills. 
Not to mention a team of over 10,000 searching for opportunity on five continents. 


Clearly, we've lived up to expectations — and then some. 
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Shining a light on company accounts 


“Fair value” accounting for all financial assets and liabilities is on its way. Banks 


and companies hate the idea 


HE bodies that lay out the rules on how 

firms must prepare their accounts are 
getting ready for a bruiser of a battle. Stan- 
dard-setters in America and Britain believe 
ever more strongly in the principle that 
companies should “mark to market” all fi- 
nancial assets and liabilities—that is, re- 
cord them at their current market value, 
rather than at historical cost, as happens 
now. It would entail sweeping changes to 
accounting. Over our dead bodies, reply 
plenty of big banks and companies. 

The crusade for fair value began in ear- 
nest in 1997, when accounting bodies from 
America, Australia, Britain, Canada and 
New Zealand set up a working group to de- 
velop a proposal for international account- 
ing standards on fair value. Last December 
the working group published its report 
and invited comments. The next step is for 
standard-setters to agree on, and enforce, 
fair-value rules. In a few years’ time, com- 
panies may be obliged to transform the 
way in which they report their results. 

For the accounting authorities, it is far 
more useful to measure assets and liabil- 
ities at fair value than at historic cost. It is 
also a chance, they feel, for the accounting 
profession to catch up with changes in the 


real world. Financial markets have be- 
come more volatile, meaning that asset 
and liability values constantly change. At 
the same time, financial markets have be- 
come more sophisticated, so that, usefully 
for fair-value proponents, prices are 
readily available for more financial assets 
than ever before. 

Growth in the use of derivatives is part 


of the fair-value challenge. For years, deriv- 


atives contracts were kept “off-balance- 
sheet”. Now, according to new rules from 
the International Accounting Standards 
Board (IASB), among others, derivatives 
must be marked to market and changes in 
those that are held for trading purposes 
put through the profit-and-loss account. 
But this compromise—applying fair value 
to some financial assets, such as deriva- 
tives, and not to others, for instance, bank 
loans—has created a mess, according to ac- 
counting regulators. Too many companies 
are finding ways to manipulate their re- 
ported results. The solution, the regulators 
believe, is to press bravely ahead and im- 
pose fair-value rules for all financial instru- 
ments. 

Banks are horrified at the idea, chiefly 
because it will introduce more volatility 
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into their earnings. That, in turn, could 
damage the price-earnings multiple that 
investors are willing to pay for their shares, 
raising banks’ cost of capital. 

In a mark-to-market system, the value 
of loans would fluctuate according to 
changes in interest rates. And banks would 
be forced to write down loans at once 
should the market judge their credit qual- 
ity to be impaired. Worst of all, from the 
banks’ point of view, these swings would 
have to be recognised in the profit-and-loss 
account for the year. France’s biggest 
banks say that fair-value accounting 
would threaten the stability of entire 
banking systems. British banks argue that 
their role as providers of long-term finance 
to sectors with changeable credit ratings 
might be compromised. 

Companies dislike the notion of fair 
value for similar reasons. The working 
group's proposal forbids the current prac- 
tice of carrying forward gains and losses 
on hedges into the period of the transac- 
tion that they are designed to offset. At 
present, hedgers are allowed to match the 
transactions in one year, meaning 
smoother earnings. Taking away that abil- 
ity, corporate treasurers say, might have 
the perverse effect of discouraging risk 
management. 

Banks and corporations can be ex- 
pected to resist a change that would 
present their earnings in a less flattering 
light. But another of their objections car- 
ries greater weight with the accounting au- 
thorities. In the case of many financial as- 
sets and liabilities, assigning a fair value 


would be a tricky—and certainly subjec- » 


> tive—process. Portfolios of shares are easy 
enough to value, as are loans that trade on 
a secondary loan market. Yet loans that are 
not actively traded account for some 60% 
of British banks’ balance sheets, for in- 
stance, according to a Bank of England pa- 
per on fair value. Lending to smaller com- 
panies would be particularly hard to 
gauge. And how should demand deposits 
be valued, considering that banks do not 
know their maturity? 

When judging fair values, therefore, au- 
ditors will need to rely to some extent on 
companies’ and banks’ internal models 
and estimates. In other words, instead of 
manipulating loan-loss provisions, or 
gains and losses on derivatives, banks and 
companies might be tempted simply to 
change their internal assumptions as a 
way to smooth earnings. Companies will 
always “massage” their earnings, an ac- 
counting regulator admits. “All we would 
probably be doing is shifting the places 
where people do it.” 

Banking supervisors, for their part, 
sound warnings about fair value. The 
Basle committee on banking supervision 
last year complained that last-minute 
changes to the 1AsB’s new rule on deriva- 
tives was rushed through without consult- 
ing the banks. The potential for greater vo- 
latility of earnings also worries regulators. 
They fear that fair value would lead to 
more frequent dips in banks’ capital levels. 
The Bank of England points out that, in 
Denmark, which broughtin an accounting 
system akin to fair value some years ago, 


The Bank of Japan loosens policy 


Changing tack 


TOKYO 


one result has been that the volatility of 
banks’ capital ratios has risen sharply. Yet 
volatility is real, the advocates of fair value 
reply, and dangerousif hidden. 

David Tweedie, the head of the IAs, 
hopes that applying fair value to financial 
assets and liabilities will sharpen compa- 
nies’ attention to what they are doing with 
derivatives and other complex financial 
instruments. (He gives a warning, though, 
that moving to fair values could cause pro- 
blems about how to display them in com- 
panies’ profit-and-loss accounts: those 
need to be solved.) Supporters even hope, 
ambitiously, that fair value could throw up 
early signs of potential banking crises, as 
well as hasten their end. The savings-and- 
loans mess in America, for instance, was 
prolonged by easy accounting rules that al- 
lowed overly optimistic estimates of the 
industry's solvency. 

Apostles of fair value will need to tread 
carefully if they are to realise their vision 
internationally. For a start, they need to 
make sure that their movement, started by 
five English-speaking countries, does not 
in future look as Anglo-Saxon in character 
as it does right now. Although the Euro- 
pean Commission has decided that com- 
panies in the euro zone must report in line 
with rass standards by 2005, Europe will 
still have the power to reject individual 
standards, including any on fair value. 
That would be a mistake. Gradually intro- 
duced and carefully explained, fair-value 
accounting should make for a more trans- 
parent and sound financial system. m 


Japan’s central bank eases monetary policy. Too little, too late? 


OT so stubborn after all? After insist- 

ing for months that it wouldn’t, the 
Bank of Japan eased monetary policy on 
August 14th. It was not just the mounting 
criticism both at home and abroad that the 
bank was not properly fighting Japan's 
persistent deflation that did the trick. Nor 
was it just that the stockmarkets had hit a 
near 16-year low the previous day. Months 
of political sniping, which has culminated 
in a small group from the ruling Liberal 
Democratic Party (LDP) calling for the laws 
governing the central bank to be revised, 
suggests that the central bank bowed, at 
least in part, to political pressure. 

The group, led by a trio that includes 
Kozo Yamamoto, a former official from the 
finance ministry, and Yoshimi Watanabe, 
a younger party activist, wants to intro- 
duce formal inflation targets for the Bank 


of Japan. Mr Watanabe believes that the 
bank, which already looks at consumer 
prices when its sets its policy, should target 
asset prices as well. The group wants these 
revisions passed by the end of the year, ar- 
guing that the Bank of Japan, which is a 
government-authorised corporation, falls 
within the scope of plans to shake up pub- 
lic organisations. Less likely to pass, how- 
ever, is a revision proposed by Yoichi Ma- 
suzoe, who used to be a popular 
commentator and is now the group’s third 
leader. He wants to strip the bank of its in- 
dependence, which it won three years ago, 
by giving the prime minister the power to 
hire and fire the governor. 

In easing its stance, the Bank of Japan 
has targeted the quantity of money flow- 
ing through the economy, rather than in- 
terest rates, which can hardly go lower. It 
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announced that it would increase by half 
its monthly purchases of government 
bonds, to ¥600 billion ($4.9 billion), paid 
for, in effect, by printing money. By buying 
bonds from banks, it wants to push up the 
reserves that commercial banks deposit 
with the central bank, from ¥5 trillion to ¥6 
trillion. Not nearly enough, cry those who 
want a far more aggressive response to Ja- 
pan’s slump. Still, since the central bank 
started pumping money into the economy 
in March, Japan's monetary base has ex- 
panded. In July, it grew by 8% compared 
with a year earlier (see chart). 

With more money in the system, banks 
ought, in theory, to be able to increase 
their lending to companies, which would 
then be able to invest more and so help the 
economy grow. The trouble is, first, that a 
slowing world economy offers no prop to 
crippled Japan. Second, without serious 
attempts at structural reform—cleaning up 
banks’ bad debts and management, and 
enforcing corporate bankruptcies—mone- 
tary easing will have little effect, for banks 
will still prove unwilling to lend. Junichiro 
Koizumi, the prime minister, has often 
promised structural reform. Yet no co-ordi- 
nated programme is in sight that would 
tackle the government's unsustainable 
levels of debt, clean up the banks and al- 
low monetary easing on a scale sufficient 
to offset the pain. 

Despite all this, some of the new 
money could flow into stocks and prop- 
erty. A lot could find its way into dollar-de- 
nominated assets, especially if the Bank of 
Japan eases again in the autumn. A weak- 
ening yen would be good for exporters. It 
would also help ease deflation. But a 
weak-yen strategy brings risks. Nominal 
long-term interest rates could rise, and 
bond prices fall. Too steep a fall could per- 
haps spark a fresh crisis among the banks, 
since they own huge amounts of govern- 
ment bonds. 

Nonetheless, the Bank of Japan seems 
at last to have woken up to the notion that 
a gently weakening yen might, after all, be 
in Japan’s best interests. The question now 
is whether the realisation has come just a 
little too late. m 


Deutsche Telekom enraged 


Storm in a telephone booth 


Deutsche Bank’s surprise share sale enrages Deutsche Telekom 


ON SOMMER, the chief executive of 

Deutsche Telekom, scolded Deutsche 
Bank with maximum publicity on August 
12th, accusing it in Der Spiegel of a “serious 
professional error”. His fury stemmed 
from a block sale of 44m Deutsche Tele- 
kom shares which the bank carried out on 
Tuesday August 7th, followed by an unfor- 
tunate 20% fall in the Telekom share price. 
Mr Sommer was incensed, because equity 
analysts at Deutsche Bank had, only a day 
before, confirmed Telekom as a “buy”. He 
blamed the sudden sale—thought to be on 
behalf of Hutchison Whampoa, a Hong 
Kong conglomerate—for wiping close to 
€20 billion ($18 billion) off Telekom's mar- 
ket value in the following few days. 

Deutsche Bank maintains an embar- 
rassed silence. Might a little sympathy per- 
haps be in order? Didn’t the “buy” note 
from the analysts and the sale by the in- 
vestment bankers prove that the “Chinese 
wall” supposed to exist between research 
departments and securities dealers was 
rock solid? That would be something to 
cherish in an age when global investment 
banks are under attack for too many inter- 
nal conflicts of interest. 

If only it were that simple. Rival invest- 
ment bankers rush to point out that both 
activities—research and execution—must 
liaise with every bank’s compliance de- 
partment. In a case where a piece of re- 
search, about to be published, conflicts 
with a deal about to be done, one of them 
must be put on ice. At Deutsche Bank, did 
- the compliance department at least con- 
sider that there was a potential conflict? 

If it did, perhaps it judged the conflict to 
be marginal. Deutsche Bank’s buy recom- 
mendation on Telekom shares was noth- 
ing new, and in fact it had been lowering 
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its share-price forecast. It also gave warn- 
ing that there could be large block sales of 
shares starting in September. That is when 
a six-month “lock-up” agreement expires, 
one that has constrained large sharehold- 
ers from selling Telekom shares since the 
company’s acquisition this year of Voice- 
Stream, an American mobile operator. 

Apparently, Deutsche Bank received 
the order early on the Tuesday morning— 
after the research was published. The 
block of 44m shares was barely 1% of Tele- 
kom’s listed capital and would not nor- 
mally have caused the share price to tum- 
ble so far. Traders at other firms say that 
Deutsche Bank handled the sale poorly, 
pretending there was heavy demand and 
fuelling expectations that potential buy- 
ers—at a discount of 2.5%—would see their 
shares rise in value. 

By the end of Tuesday, Telekom's price 
had collapsed, and the knives were out for 
Deutsche Bank. By Friday, the incident had 
become a national scandal, with politi- 
cians calling for handouts of the govern- 
ment’s own shares in Telekom to make up 
for shareholders’ losses. The Hesse eco- 
nomics ministry, which regulates the 
Frankfurt exchange, and the federal securi- 
ties supervisor have begun investigations. 
On August 14th Goldman Sachs, an invest- 
ment bank, said that Telekom shares were 
now a “buy” and would go to €30—about 
the same as Deutsche Bank’s year-end pre- 
diction a week earlier. Goldman happens 
to own 29.9m Telekom shares, which it 
cannotstart selling until September 1st. 

Meanwhile, Mr Sommer was waiting 
for an explanation from Deutsche Bank, 
without which he threatened to take his 
business elsewhere. Still, even he has ad- 
mitted that the two German giants are too 
big to avoid each other entirely. = 


Job losses on Wall Street 


Wielding the axe 


NEW YORK 


Investment banks cut with a vengeance 


HE 25,000 or so jobs cut by interna- 

tional investment banks so far this year 
have been presented as judicious pruning, 
though they were really more panicky 
than that. Privately, the banks admit that, 
if business does not pick up soon, then the 
serious axe-wielding will have to start, on 
Wall Street and in the City of London. 
Some banks would have liked to act more 
aggressively before now, but were re- 
strained by a desire not to be first with the 
bad news. This week’s announcement of 
3,500 fresh job losses at Citigroup, fol- 
lowed immediately by reports that J.P. 
Morgan Chase is about to slash its invest- 
ment-banking operations, may mark the 
point at which the blood really starts to 
flow. 

As they decide whom to shed, execu- 
tives face a tricky question. How quickly 
might they be able to hire workers in the 
event that business recovers faster than 
most people now dare hope? Merrill 
Lynch suffered badly after it fired workers, 
including technical staff, as financial mar- 
kets stumbled in late 1998. When the mar- 
kets rebounded soon after, not only were 
these workers loth to return, but employ- 
ees at other firms would not join a firm 
that had shown itself to be a fickle em- 
ployer. 

Today, worries about “doing a Merrill” 
are fading fast. Jobless investment bankers 


are legion, though few are willing to admit ` 


to being “unemployed”. New York now 
has nearly as many “resting” bankers as ac- 
tresses, though they do not yet have to wait 
at tables. 

Senior executives are being fired at a 
rate not seen since 1990, says Laura Lofaro 
of Sterling Resources, a firm of head-hunt- 
ers. They are paid so much that the reve- 
nues they bring in for the firm fall short of 
their pay—even before other overheads are 
taken into account. 

Banks are also eagerly searching out 
ways to shed workers through increasing 
use of technology. Curiously, firms like 
Merrill Lynch may view electronic broker- 
age with greater enthusiasm now than at 
the height of the online investing fad. 

Goldman Sachs has sought efficiencies 
by centralising its human-resources activi- 
ties, cutting staff. Itcame as a shock to learn 
that Goldman Sachs had 300 human-re- 
source professionals to fire. But when even 
personnel people are being canned, times 
really are hard. 

The task facing investment banks is 
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> complicated by the consequences of their 
behaviour during the stockmarket boom 
of blessed memory. For instance, many 
bankers, notably in equity underwriting 
and analysis, were recruited on lucrative 
contracts with several years of guaranteed 
salary and bonus. Attempts to negotiate re- 
lease from these guarantees are taking 
place—notably at csrB, which handed out 
more of these contracts than most. 

No investment-banking activity has 
been more idle this year than underwrit- 
ing initial public offerings (Iros). The 
bursting of the Internet bubble has scared 
off punters and, for another year at least, 
there are unlikely to be many rro candi- 
dates with a record of profitability (now re- 
garded as essential). Yet job losses in this 
business have been remarkably low. 
Could this have anything to do with the 
way regulators and law firms are courting 
disaffected and former employees who 
might be willing to dish the dirt on their 
bank’s abuses of the IPO process? m 


World economy 


Nowhere to hide 


Economies almost everywhere are 
looking sick 


MERICA's industrial production fell 
again in July, for the tenth consecutive 
month-—the longest period of decline since 
1983. Output is now more than 4% below 
its peak. However, America is not alone. 
Industrial production is falling around the 
world (see chart). 

Although the decline in America’s in- 
dustrial output in July was less than many 
had feared, revised figures show a bigger 
drop in June than first estimated. New or 
revised figures also show that retail sales, 
inventories and construction were all 
weaker in June than assumed in the gov- 


l] Shrinking violets 


Industrial production, % fall on a year earlier 
latest month é 


Euro area 
Argentina 
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A novel use for options theory 


Fishy maths 


Putting a price on sustainable fishing 


E THEY were grateful types, Alaska 
salmon fishermen would feel their fu- 
ture was a little more secure, thanks to 
an equation first developed in 1973 for 
pricing financial options. The Marine 
Stewardship Council (msc), a not-for- 
profit agency that campaigns for sustain- 
able fishing, has given the Alaska 
salmon industry its stamp of approval, 
as it has the fishing of New Zealand 
hoki, Western Australia rock lobster, 
Burry Inlet cockles (in Wales) and 
Thames Blackwater herring. Msc certi- 
fication ensures a certain standard of 
fishery and environmental manage- 
ment, which customers are said to value. 
For the fisherman, one long-term benefit 
of certification should be to cut the vo- 
latility of fish catches and, hence, prices. 
But how to put a value on it? z/Yen, a 
London-based “risk/reward” consul- 
tancy, suggests applying the Black- 
Scholes formula, variations of which are 
widely used for pricing financial (and 
stock) options. 

The price history of five types of 
Alaska salmon—sockeye, chum, coho, 
pink and chinook—shows considerable 
volatility over the past 30 years. For this 
exercise, it was assumed that MSC certi- 
fication will reduce price volatility to, at 
best, the lowest of recent years. 

The option prices implied by those 
two levels of volatility—what a reason- 
able person would expect to pay to 
hedge the price risk before and after 
certification—were calculated using the 
Black-Scholes formula and compared. 
The effect of certification appeared to cut 


ernment'’s initial estimate that GDP grew 
at an annual rate of 0.7% in the second 
quarter. Revised figures due on August 
29th are therefore likely to show that the 
economy was flat or even contracted in the 
quarter. 

The euro area economies are also 
shaky. The Bundesbank estimated this 
week that Germany’s GDP stagnated in the 
second quarter. Italy’s GDP fell at an an- 
nual rate of 0.5%. Many economists reckon 
that growth in the euro area as a whole 
was close to zero in the second quarter. 

What about Japan? Revised figures this 
week showed that GDP grew slightly in the 
first quarter, instead of the small fall ini- 
tially reported. However, GDP almost cer- 
tainly fell sharply in the second quarter, 
when industrial production dropped at an 
annual rate of 15%. Goldman Sachs esti- 
mates that figures for Japan’s GDP (due to 
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Black-Scholes ahoy 


the cost of hedging the price of sockeye 
salmon from 40 cents a pound of fish 
(currently on sale for $1.55 a pound) to 29 
cents. For other salmon types the price 
difference varied from 21 cents to 3.5 
cents a pound, depending on the level 
and the recent volatility of the price of 
the fish. According to z/Yen’s calcula- 
tions, the implied saving is more than 
$ım a year. That is 50 times higher than 
the cost to the Alaska salmon industry 
of msc certification—$100,000 every 
five years. 

As every option trader knows, 
though, Black-Scholes, or any other op- 
tion formula, depends on your own fore- 
cast of volatility. To test the theory, 
predictions will need to be replaced, 
after a few years of certification experi- 
ence, with actual data on volatility. Bet- 
ter hope that gluts of farmed salmon, oil 
spills or even nausea brought on by cal- 
culating delta hedging at sea don’t spoil 
the fun first. 


be published on September 7th) will show 
a fall at an annualised 5%. 

Add together these guesses for growth 
in America, the euro area and Japan, and 
the combined Gprs of the rich economies 
probably fell in the second quarter, for the 
first time since 1990. In the recession then, 
GDP for the OECD as a whole fell for just a 
single quarter. We may not be so lucky this 
time. 

In 1990 growth remained relatively 
brisk in emerging economies, propping up 
exports from the rich world. This time, 
however, the emerging world is also in 
trouble, with industrial production tum- 
bling by 10% or more over the past year in 
several East Asian economies. When 
America’s Federal Reserve meets to set in- 
terest rates on August 21st, it will have 
more than the weakness of the American 
economy to worry about. m 
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ics focus Europe’s scrap-heap 


Two puzzles about European unemployment: why, on average, is it so 
uncomfortably high, and why have individual economies’ rates diverged? 








NEMPLOYMENT in Europe has fallen 

now for six years in a row. France, 
Spain, Britain, the Netherlands and Ire- 
land are all at, or near, a two-decade low. 
Yet this is no occasion to break out the 
champagne, for European unemploy- 
ment still averages a hefty 8.3%, almost 
twice the rate in America, and that after 
an unusually prosperous decade. Is this 
really the best that Europe can do? 

Why Europe appears cursed with high 
unemployment in both good times and 
bad has vexed economists for more than 
20 years. Recently, however, a loose con- 
sensus has formed about which factors 
drive unemployment, though not about 
their relative magnitudes. A series of re- 
cent papers* by Olivier Blanchard and va- 
rious co-authors provides a useful 
framework in which to summarise the 
current state of knowledge. 

A series of “negative shocks”—notably, 
slowing productivity growth in the 1970s, 
followed by a period of high interest rates 
in the 1980s—largely explain rising levels 
of European unemployment up until the 
mid-1980s. When productivity slows, the 
story goes, workers do not immediately 
react, continuing instead to demand wage 
increases in line with the old rate of pro- 
ductivity growth. When wages are there- 
fore too high, two things happen. First, 
profits are squeezed, so firms cut jobs and 
switch to more capital-intensive produc- 
tion, increasing unemployment. Second, 
since costs are higher, firms not only use 
less labour relative to capital, but also cut 
investment. In the long run, this further 
reduces the demand for labour, because 
firms have less machinery and equip- 
ment to operate. 

Negative real interest rates during part 
of the 1970s softened this second effect on 
unemployment, because firms did not cut 
investment, and therefore employment, 
by as much as they otherwise would 
have done. But some of the unemploy- 
ment probably shifted into the 1980s, 
when interest rates rose sharply. 

Two developments in the mid-1980s, 
however, threw a wrench into this 
“shocks-based” story. First, high unem- 
ployment persisted into the early 1990s 
for much of Europe yet, second, unem- 
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“The Economics of Unemployment. Shocks, Institutions 
and Interactions”, by Olivier Blanchard. Lionel Robbins 
Lectures, London School of Economics, October 2000. 
“What Lies Behind an Unemployment Rate: Comparing 
Portuguese and U.S. Labour Markets”, by Olivier 
Blanchard and Pedro Portugal. 


ployment rates started to diverge. Some 
countries, for instance, Ireland and the 
Netherlands, brought unemployment 
down to extremely low levels. Others, no- 
tably Spain, withered under unemploy- 
ment rates of over 20%. This prompted 
economists to begin looking to labour- 
market institutions to help explain cross- 
country differences in unemployment. 


The secrets of success 

At 1.8%, the Netherlands today has the 
lowest unemployment rate in the euro 
area. It was not always thus. In 1984, 
Dutch unemployment stood at 9.3%, just 
about average for Europe. At around this 
time, wages fell sharply relative to pro- 
ductivity, and firms responded by in- 
creasing their use of labour relative to 
capital. That is the superficial explanation 
of the Netherlands’ success; the deeper 
question is, what led to this wage moder- 
ation? Mr Blanchard argues that the secret 
was the Wassenaar agreement of 1982 be- 
tween unions, business and government. 
In it, unions agreed to limit wage de- 
mands in exchange for more generous fi- 
nancing of early retirement and a shorter 
work-week. 

Still, excessive wage pressure cannot 
by itself explain high unemployment 
elsewhere. For one thing, wages moder- 
ated all over Europe. By the late 1980s, 





wages were back in line with productivity 
in Germany, France, Spain and Italy, and 
they have remained there since. Despite 
this, the ratio of labour to capital did not 
recover in these countries, shifting instead 
to a new, lower level. 

Perhaps other labour-market institu- 
tions are at work that may not directly in- 
crease the equilibrium unemployment 
rate (as excessive wages do, for instance), 
but may nonetheless influence the speed 
at which an economy can return to its 
equilibrium rate following a negative 
shock. Laws designed to protect employ- 
ees against easy firing offer an example. 
In themselves, such laws have no clear 
implications for the unemployment rate. 
They do, however, increase the average 
time a worker spends in unemployment. 
Why? They make it difficult for firms to 
fire workers, so firms hesitate to hire them 
in the first place, strengthening the hand 
of workers who already have jobs. Fewer 
workers become unemployed, but those 
unlucky few are also less likely to find a 
job. Compare Portugal and America. Both 
countries have had similar unemploy- 
ment rates over the past 15 years (respec- 
tively, 4.2% and 4.5% today), yet trips 
through the unemployment pool are far 
less common, and far more protracted, in 
Portugal, where worker-protection laws 
are much stricter. 

In theory, such laws do not imply a 
higher equilibrium rate of unemploy- 
ment. But when firms are hit with, say, a 
fall in productivity and are forced to fire 
employees, laid-off workers have a more 
difficult time finding jobs. The result is 
that it will take a regulated labour market 
much longer to get back to its equilibrium 
unemployment rate after a shock. 

A sharp slowdown in the world econ- 
omy may be about to deliver to Europe its 
next big shock. Does this mean another 
decade of rising unemployment? Recent 
labour-market reforms leave Europe 
slightly better prepared this time around. 
Since the introduction of fixed-term la- 
bour contracts in France, Spain and Italy, 
unemployment has declined—for in- 
stance, from 24.1% in Spain in 1994 to 
12.8% today. Yet this was a half-hearted 
reform, designed to make hiring easier 
with the least amount of disruption to 
“insiders”—those with stable jobs already. 
Europe will need far more sweeping re- 
forms of its labour-market institutions if 
it wishes to be rid of the threat of double- 
digit unemployment. # 
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Stem cells 


Potential for good? 
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Stem-cell research is politically controversial. Few of its fruits, however, are yet 


ready for the clinic 


MMORTALITY has always held a power- 

ful grip on the popular imagination— 
even if it is to be found only at the bottom 
of a test tube. Once the preserve of scien- 
tific conferences, stem cells, the immortals 
that are the fons et origo of all other cells in 
a body, have become the stuff of prime- 
time presidential addresses, excited head- 
lines and confused cocktail party con- 
versations. They are touted in the press as a 
cure for all sorts of ills, from Alzheimer’s 
disease to diabetes. Their virtues are ex- 
tolled by desperate patients parading be- 
fore television cameras, lobbying politi- 
cians in America and Britain for policies to 
promote research on them. 

The decision by President Bush to al- 
low some federal funding for one particu- 
larly controversial type of stem-cell re- 
search has been hailed as a victory by 
some in America. But biologists know that 
the real battle is just beginning. Mother Na- 
ture, more than government money, is the 
biggest obstacle to stem-cell therapies. For 
all the publicity, stem cells are, for the most 
part, still stuck in the laboratory. Getting 
them to the patient is going to take not only 
much more research to demonstrate their 
safety and efficacy in treating disease, but 
also considerable commercial creativity to 


turn these laboratory marvels into profit- 
able products. As Steven Goldman of Cor- 
nell Medical College in New York notes, no 
one in the field wants stem cells to go the 
same way as gene therapy, cursed by great 
expectations, and then lumbered with 
public disappointment when they fail to 
offer cures for all ailments. 


Fountains of youth 

Most cells in the body are like most people 
in life. They grow up, they reproduce once 
or twice, they do the same job every day, 
they wind down and then they die. Stem 
cells, on the other hand, are special: given 
the right conditions, they can reproduce 
themselves time and time again, a neat 
trick known as “self-renewal”, the molecu- 
lar basis of which biologists have yet to 
work out. 

In certain circumstances, other cells can 
also divide indefinitely—cancer cells, for 
example. But stem cells have another un- 
usual property that sets them apart: given 
the right sort of biochemical push, they 
can move beyond their original immature 
state and develop into various different 
sorts of adult cell types. 

Unsurprisingly, the body’s most versa- 
tile stem cells are found in embryos; it is 
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their job to produce the hundreds of differ- 
ent cell varieties that make up a mature or- 
ganism. Their existence has long been 
known by researchers, and in some spe- 
cies they have already been put to good 
use. The menagerie of genetically modi- 
fied mice which now serve as valuable 
models for human diseases is largely the 
result of laboratory tinkering with embry- 
onic stem (Es) cells. 

In 1998, two American groups an- 
nounced that they had managed to create 
human embryonic stem-cell “lines”—that 
is, cells that behave in reproducible ways 
and can be grown time and again in a test 
tube without too many surprises. These 
early movers have since been joined by 
half-a-dozen academic centres and bio- 
technology companies. 

In all, Mr Bush's advisers reckon that 
there are 60 human embryonic stem-cell 
lines in the world. The president has 
agreed to allow federal-government fund- 
ing for research on these existing lines, but 
not on newly created ones. In practice, 
however, notes one of the pioneers, John 
Gearhart of Johns Hopkins University in 
Baltimore, there are far fewer than 60 use- 
ful lines available to researchers. Some ex- 
isting lines are hard to grow; some are ill- 
characterised; some are tied up in patent 
paperwork that limits their use. 

Mr Bush’s failure to endorse research 
into generating or manipulating novel hu- 
man Es cell lines is a concession to reli- 
gious conservatives who object to the de- 
struction of human life, even at such an 
early stage. While supporters of the tech- 
nology point out that the embryos used in 


such research are left over from in vitro fer- >> 
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tilisation, and are otherwise bound for the 
bin, the fact remains that embryos are de- 
stroyed in the production of gs cells. 

The process is fairly straightforward: at 
five or six days old, embryos consist of two 
cell types: an outer layer that will go on to 
form the placenta, and up to 200 cells in an 
inner mass, that will become the organ- 
ism, and which are the source of stem cells. 
Once the inner cells have been isolated, 
they cannot regenerate the outer layer, and 
have therefore lost their chance of life out- 
side the laboratory. Leftin a test tube, how- 
ever, with the right mix of biochemical 
growth factors and a few other treats, they 
will turn into “pluripotent” Es cells—that 
is, cells that can develop into a wide va- 
riety of specialised tissue types. 

However, as Benjamin Reubinoff, of 
Hadassah University Hospital in Jerusa- 
lem, points out, the work only gets harder 
after that. The first problem is the tendency 
of Es cells to throw off their original un- 
committed state and settle down to be- 
coming specific cell types. That is not sur- 
prising, given that this is what they will do 
naturally as an embryo develops—and it is 
no bad thing, since the presence of free- 
wheeling embryonic stem cells in a later 
fetus, or indeed in fully fledged offspring, 
can cause tumours known as teratomas. 
But the result can be difficulty in cultivat- 
ing the large numbers of the cells needed 
for experiments. 

Dr Reubinoff and his colleagues in Aus- 
tralia, Singapore and the Netherlands have 
therefore been busy identifying the 
growth factors and genes that appear to be 
involved in the differentiation process. 
And such information will come in handy 
when dealing with the second technical 
problem: how to push human gs cells into 
becoming pure populations of, say, dopa- 
mine-producing nerve cells to treat Parkin- 
son’s disease (which is associated with a 
lack of this particular brain chemical). 

At the moment, researchers have little 
control over what sort of cells their human 
ES cell cultures become, and are delighted 
when something of potential clinical rele- 
vance turns up. In this month’s issue of Di- 
abetes, Suheir Assady and her colleagues 
at the Israel Institute of Technology and 
Rambam Medical Centre in Haifa report 
that human Es cells can spontaneously 
yield special beta-cells, normally found in 
the islets of the pancreas, where they pro- 
duce insulin. Dr Assady looks forward to 
the day when these beta-cells might be cul- 
tivated in large quantities for transplanta- 
tion into diabetics whose own cells have 
given up. At the moment, such patients 
must wait for the perfection of techniques 
that transplant islets from dead donors, 
and keep injecting themselves with insu- 
lin in the meantime. 

The main problem is that the desirable 
cells are awash in a sea of others, and are 
therefore difficult to isolate. There are mo- 


lecular tricks that researchers can use to 
fish their targets out of this cellular ocean, 
but they would prefer to produced a pure 
population of a particular sort of cell in the 
first place. In part, this is because they need 
a great many cells in order to see whether 
they actually have an effect in the body. In 
part, it is to reduce the risk of contaminat- 
ing cells slipping through, with unde- 
sirable side-effects. At Johns Hopkins, Dr 
Gearheart and his team have been inject- 
ing cultures made from human embryonic 
stem cells into monkeys, to assess these 
problems in more detail. 

Safety obviously matters, but safe treat- 
ments must also be efficacious. Injections 
of cells grown from mouse Es cells have 
been shown to do some good in repairing 
heart damage, and dealing with diabetes, 
in mice. But there are few documented 





cases, as yet, of researchers putting human 
ES cell-derivatives through their paces in 
animal models of human disease. Dr 
Gearheart has been using neural cells from 
human gs cell cultures in mice with para- 
lysed lower limbs, and has seen encourag- 
ing results. But the technology is years 
away from the clinic. That is not, however, 
an argument against debating policy on 
stem cells now: as the fuss over genetically 
modified food shows, it may be better to 
thrash out the issues when the technology 
is still in its infancy, rather than wait until 
after it has been let loose. 


Adult content 

Just as controversial, in scientific circles at 
any rate, is the use of human adult stem 
cells. Adult stem cells differ from embry- 
onic ones in three ways. First, they are not 
pluripotent—generally they can differen- 
tiate only into cell types found in the organ 
that contains them. Second, they have a 
limited ability to self-renew. Third, they 
are rare, which is one of the reasons it took 


so long to locate them in the first place. 

For decades, the dogma was that stem 
cells are the stuff of youthful tissue, and 
that only certain organs, such as bone mar- 
row, retain a population that has some 
ability to renew itself and differentiate 
into more specialised tissues. But almost 
ten years ago, neural stem cells were dis- 
covered deep in the adult brain. Since then, 
other stem cells have been found in the 
pancreas, liver, cartilage, muscle and skin. 

Now, biologists are busy transplanting 
human adult stem cells, or their labora- 
tory-grown derivatives, into a range of ani- 
mal models to see how well they work. 
Where they get their cells depends largely 
on which organ they are studying. Derek 
Van der Kooy at the University of Toronto, 
for example, is looking at mutant mice 
with smaller and beadier eyes than nor- 
mal, with a view to boosting their meagre 
complements of photoreceptor cells 
through transplantation. His replacement 
photoreceptors are grown from human ret- 
inal stem cells which, in turn, have been 
plucked from patches on the sides of the 
eyes of volunteers (with no harm done). 

Another popular source is fetal mate- 
rial—for fetal stem cells have adult, rather 
than embryonic, characteristics. (An 
individual is regarded as changing from an 
embryo to a fetus after about 10 weeks of 
gestation.) For the past 13 years, Anders 
Bjorklund at the University of Lund, in 
Sweden, has been transplanting dopa- 
mine-producing nerve cells from aborted 
fetuses into patients with Parkinson’s dis- 
ease. While there have been no outright 
cures, a few of his patients have experi- 
enced some improvement. But it takes up 
to eight fetuses to yield enough cells for a 
graft, and even then, many of them are no 
longer up to the job of secreting dopamine. 

What Dr Bjorklund would like is a 
steady supply of high-quality cells which 
could be delivered in standardised doses. 
He has therefore turned to harvesting and 
culturing fetal neural stem cells. He is not 
alone: a number of research groups in 
America are also hard at work, and with 
federal funding too, which has, curiously, 
escaped much of the wrath of religious 
conservatives in the recent furore over em- 
bryonic stem cells. 

Other sources being mined for adult 
stem cells include blood from the umbili- 
cal cord, and cadavers. Ideally, though, 
doctors prefer to use a patient’s own stem 
cells to avoid the risk of the body rejecting 
a foreign graft. This is little problem when 
they come from easily accessible tissues 
such as bone marrow and blood. The brain 
and the liver are trickier propositions. One 
possible solution is “therapeutic” clon- 
ing—the creation of a new embryo that is 
genetically identical to the patient in order 
to provide a source of stem cells. But apart 
from the huge technical difficulties associ- 
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ments, America’s included, are distinctly 
uncomfortable with the notion of cloning, 
and may decide to banit. 

A more likely prospect is to try to push 
adult stem cells from easily harvested 
sources into becoming pluripotent. The 
past two years have seen a flurry of papers 
showing that stem cells taken from, say, 
the brain, can develop into muscle or liver 
cells when transplanted back into experi- 
mental animals. The latest work, to be 
published in the September issue of Na- 
ture Cell Biology by Freda Miller and her 
colleagues at the Montreal Neurological 
Institute, shows that it is possible to 
achieve the same effect in a test tube—gen- 
erating nerve, smooth muscle and fat tis- 
sue from stem cells isolated from rat skin. 

Dr Miller’s group has found similar 
stem cells in the human scalp; these can be 
induced to produce nerve-like cells, and 
might prove a useful source for transplan- 
tation. What causes this “transdifferentia- 
tion” is still unknown, and researchers are 
far from certain that it occurs in nature. 
One of the many mysteries of stem cells is 
why adult cells, so active in a test tube, do 
not rush to repair damaged organs when 
in the body. A better understanding of the 
growth factors which control differentia- 
tion might lead to drugs that could shake 
these sluggish cells into action. 

Given the ratio of questions to answers 
in the stem-cell field, it is not surprising 
that little has yet made its way into the 
clinic. One exception is the use of blood- 
forming stem cells taken from bone mar- 
row and circulating blood. These are em- 
ployed to treat certain cancers and meta- 
bolic disorders. Another is the use of 
experimentally manipulated cells that 
have some of the properties of stem cells, 
but are not the genuine article. Firms such 
as Layton Biosciences, in Sunnyvale, Cali- 
fornia, which is running clinical trials with 
stroke patients, are going down this path. 

The biggest problem for all companies 
in the field, though, may be to find ways of 
making stem cells pay. Made-to-measure 
cell replacements, created through, say, 
therapeutic cloning, are the biological 
equivalent of haute couture: a terrific fit, 
but time-consuming and costly to produce. 
What firms are looking for is more prét-a- 
porter technology: stem cells that can be 
grown en masse and put into patients 
without too much protest from their im- 
mune systems. Osiris Therapeutics, in Bal- 
timore, believes it has come up with some- 
thing like this—a “universal” stem cell, ie 
one that is not rejected by the host's im- 
mune system. This is now being tested for 
its ability to rebuild bone in patients 
whose jaws have been damaged by can- 
cer. That, though, is still an exception. Stem 
cells may be fashionable with the media, 
but as far as medicine is concerned, an at- 
tractive collection has yet to strut down the 
catwalk and wow the critics. m 
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Two old drugs may hold the key to treating Creutzfeldt-Jakob disease 


F TRUE, it will have a poetic quality. Stan- 

ley Prusiner, who invented the idea of 
“prions” and made it respectable in the 
teeth of opposition from other biologists, 
may have come up with a cure for the pro- 
blem he identified. Prion diseases, once 
obscure, are now famous. That is because 
two new ones have emerged: bovine 
spongiform encephalopathy (mad-cow 
disease) and its human version, new-var- 
iant Creutzfeldt-Jakob disease (nvcyp). At 
the moment, prion diseases are incurable 
and lethal. But a paper in this week’s Pro- 
ceedings of the National Academy of Sci- 
ences, by Dr Prusiner and his colleagues at 
the University of California, San Fran- 
cisco, holds the possibility of a treatment. 

Before Dr Prusiner came along, CJD 
and its relatives were assumed to be viral 
diseases. According to the prion hypothe- 
sis, however, they are caused by misfolded 
proteins. That, in itself, is not remarkable. 
A protein’s shape is linked to its function, 
so a misfolded protein frequently fails to 
work. The odd thing about prion diseases 
is that the misfolded protein in question 
somehow acts as a catalyst for other pro- 
tein molecules of the same type to misfold 
in the same way. Thus the misfolding can 
spread inside an individual, and also from 
one individual to another, in a manner 
similar to a viral infection. The only pro- 
tein known to behave this way in animals 
is found in the outer membranes of certain 
nerve cells. Animal prion diseases are 
therefore brain diseases. 

The obvious treatment for prion dis- 
eases would be a chemical that prevented 
(and, ideally, reversed) the misfolding. 
Many laboratories are working along 
these lines, and several molecules that 
seem to do the trick in cell cultures have 
been identified. However, it is hard to get 
these molecules to work in animals be- 
cause they are prevented from reaching 
their target by the “blood-brain barrier”, 
the brain’s defence-mechanism against 
unwanted chemicals. Substances that can- 
not cross this barrier are unlikely to make 
effective treatments for a brain disease. 

Dr Prusiner and his colleagues cut 
through this difficulty by restricting their 
investigation to drugs that are already used 
to treat brain diseases, and are therefore 
known to cross the barrier. Two of the mol- 
ecules they studied—quinacrine (an old- 
fashioned antimalarial drug) and chlor- 
promazine (a treatment for schizophre- 
nia)—were found to inhibit the formation 


of the misfolded protein in cultured cells, 
and also showed signs of clearing away 
protein that had already misfolded. 

The researchers have conducted no ani- 
mal studies but, nevertheless, their paper 
suggests that both drugs “are immediate 
candidates for the treatment of Creutz- 
feldt-Jakob disease and other prion dis- 
eases”. Indeed, this suggestion has already 
been put into practice by Bruce Miller, who 
also works at ucsr, and who plans clinical 
trials of the drugs in the autumn. Dr Miller 
has already treated two people suspected 
of suffering from nvcyp (which can be di- 
agnosed with certainty only post mortem). 
One is said by her family (Dr Miller will 
not comment) to be a 20-year-old British 
woman. Beforehand, she was confined to 
a wheelchair. Now, she is reported to be 
able to walk unaided, and to have much 
improved co-ordination. 

Whether the drugs will cure her re- 
mains to be seen. However, the inevitable 
fatality of nvcyp, and the established na- 
ture (and therefore known risks) of the 
drugs in question, have led the govern- 
ment of Britain, the country worst affected 
by nvcyp, to take unusual measures. The 
National cyp Surveillance Unit, which 
keeps an eye on the disease, will get in 
touch with the six other suspected victims 
of nvcyp who are still alive, to tell them of 
Dr Pruisner’s results. It will be up to them 
and their doctors to decide whether to try 
the treatment. m 





Spot the misfold 


Books and arts 


3a 


Mediterranean archaeology 


Butrint preserved 


SARANDA, ALBANIA 





Not long ago, Albania’s archaeological sites were ill-kept or abandoned. Now they 


are helping to revive the economy 


HEN Aeneas was on his way to an- 

cient Italy, he stopped ata settlement 
on the coast opposite the island of Corfu. 
There, according to Virgil, he saw before 
him “Troy in miniature”: a city where the 
king received him and his followers in a 
court of towers and spacious colonnades. 
The city was Butrint, founded according to 
legend by Helenus, the son of King Priam, 
after the fall of Troy but dating back to at 
least the 8th century BC. 

Today, Butrint is re-emerging from the 
obscurity in which it has languished for 
much of the past millennium. But it re- 
mains, in the words of John Julius Nor- 
wich, a British scholar of Byzantium, “the 
least known, the least frequented and the 
least spoilt” of all the great classical sites of 
the Mediterranean. It owes that mainly to 
the fact that it sits in southern Albania. 
During the disagreeable regime of Enver 
Hoxha it had few visitors. Since Albania 
re-opened, Butrint has become the coun- 
try’s largest tourist destination. In 1996 it 
attracted 20,000 visitors. Then law and or- 
der collapsed in the wake of the country’s 
disastrous pyramid schemes, and the visi- 
tors vanished. Today tourists are making a 
tentative return, and the figures this year 


are already close to their 1996 level. 

The swell of visitors brings an opportu- 
nity and a threat. The opportunity is to 
create, on an undeveloped stretch of coast 
just north of Greece, a new tourism indus- 
try that can bring prosperity to one of Eu- 
rope’s poorest nations. The threat is that lo- 
cal greed, weak planning controls and 
powerful foreign investors will combine to 
create the common Mediterranean mess 
of badly built hotels, noise and pollution. 


Aeneas and Mussolini 

The outcome will depend on how well Al- 
banians manage to work with the foreign 
archaeologists, aid agencies and do-good- 
ers who have become involved. The main 
excavation of Butrint started in the 1920s 
when Mussolini, keen to pose as the new 
founder of Rome, sent an expedition to re- 
trace Aeneas’s footsteps. During the 
Hoxha years, little happened. Only in the 
early 1990s did a joint Albanian and Brit- 
ish team start work in earnest again. They 
did so under the auspices of the Butrint 
Foundation, set up in 1993 by two British 
grandees: Lord Rothschild, a banker whose 
villa on the shores of Corfu looks across to 
Butrint, and Lord Sainsbury of Preston 
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Candover, a supermarket magnate. The 
foundation, directed by Sir Patrick Fair- 
weather, a former British ambassador to 
Albania and to Italy, and financed mainly 
by grants from David Packard, heir to 
America’s Hewlett-Packard fortune, has 
been leading the attempt to ensure that Bu- 
trint's development is adequately fi- 
nanced and sensitively handled. Last year, 
the Albanian government and UNESCO, 
which has designated Butrint a World Her- 
itage site, turned the sparsely inhabited 
land around itinto a national park. 

Butrintis really several cities, each piled 
one on top of the last. From the late classi- 
cal period of 300-200 BC dates a beauti- 
fully preserved theatre, where today’s Al- 
banians stage events from beauty contests 
to folk festivals, and a surrounding wall 
built of immense blocks of stone. From the 
same period, another wall has survived on 
whose stones are inscriptions recording 
the names of the city’s inhabitants. 

By the end of that millennium, how- 
ever, Butrint was in the hands of the Ro- 
mans who smartened up the theatre and 
installed (predictably) a new bath house 
by the ancient city wall. Along the oppo- 
site shores of the lake on which the settle- 
ment stands, the Roman equivalents of 
Lords Rothschild and Sainsbury built 
grand villas of their own: one, just starting 
to be excavated, may have belonged to 
Pomponius Atticus, a chum of Cicero’s. 

Among the most dramatic of the city’s 
Roman remains is a vast palace, its floors 
covered with elaborate mosaics. Built in 
the 4th century AD, as the Roman empire 


was crumbling, the palace was squatted in >» 
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After decades of modern study, the sea is still a mystery 


Great Waters: An Atlantic Passage. By 
Deborah Cramer. Norton; 416 pages; 
$27.95 


EBORAH CRAMER, an American 

oceanographer, uses a 2,000-mile 
(3,200-km) journey studying ocean fertil- 
ity, from Woods Hole to Barbados, to tell 
the story of life in the depths of the At- 
lantic and how it is changing. 

Most people have seen nothing of the 
Atlantic but its surface and its shores, yet 
Ms Cramer sees man’s mark everywhere 
she goes, from the depleted Grand Banks 
cod fishery off Newfoundland to the dy- 
ing beds of coral and sea urchins off the 
Caribbean. An ocean-going Rachel Car- 
son, her message is predictably bleak. 


Aquagenesis: The Origin and Evolution of 


Life in the Sea. By Richard Ellis. Viking (Oc- 
tober); 320 pages; $25.95 


YONE knows that life on earth be- 
gan in the sea. But Richard Ellis con- 
centrates on those rare animals that, 
having successfully emerged from the 
ocean and adapted to terrestrial life, then 
returned to the sea re-acquiring all the 
characteristics necessary to aquatic life. 


for decades afterwards by fishermen who 
built huts on top of the mosaics. 

However, Butrint revived: not just 
once, but several times. It was a Christian 
settlement in the 6th century, and its mas- 
sive baptistery, one of the largest in the 
eastern Mediterranean after the baptistery 
of Hagia Sofia in Istanbul, still survives. It 
was also an outpost of the Venetian em- 
pire in the 15th century: a Venetian tower 
dominates the view of the site from a dis- 
tance. And it was seized from the French in 
1798 by Ali Pasha, an Albanian who enter- 
tained such intrepid visitors as Lord Byron 
and Edward Lear and built himself a fine 
triangular castle nearby. 

Today, the site looks like one of those 
18th-century etchings of romantic ruins. 
Trees have sprung up around the remains; 
lush wild flowers poke out of the stones; 
terrapins and water snakes splash aboutin 
the remnants of the bath house. But it is 
also being used as a training base by the 
Butrint Foundation, keen to teach young 
Albanians the pragmatic, hands-on tradi- 
tions of British archaeology. And it is al- 
ready visited daily by busloads of Alba- 
nian schoolchildren, who make the 
seven-hour drive along bumpy roads from 
Tirana, and by tourists, most of them Brit- 





He also wonders whether some ani- 
mals, including man, don't have a more 
recent aquatic history than most scien- 
tists believe: why did man lose his pro- 
tective hairy covering if not because it 
would have slowed his movements in 





ish, who take the ferry from Corfu to the 
little Albanian port of Saranda. 

How well Butrint survives tourist pres- 
sure will depend on collaboration be- 
tween Richard Hodges, the foundation’s 
scientific director and principal fund- 
raiser, and Auron Tare, head of the newly 
created national park. The foundation has 
drawn up a management plan, full of good 
ideas for involving local people and pro- 
tecting the lovely vistas of mountains and 
sea. It has pleased Albanian archaeologists 
with a plan to dredge the silting channel 
that feeds fresh water into Lake Butrint, a 
wildlife haven, and it has pleased local vil- 
lagers by persuading a Japanese philan- 
thropist to build a new school. 

But hungry developers are drooling at 
the thought of a new Corfu. The planners 
have flirted with various proposals for a 
casino, half a dozen golf courses and a 
bevy of hotels along the coast. The Euro- 
pean Union is proposing to finance a road 
that at present looks alarmingly likely to 
run past the edge of the park. If Butrint and 
its surrounding region can grow prosper- 
ous but not polluted, the result could be a 
showpiece for using conservation and cul- 
ture as engines for development. Even Ae- 
neas might have balked at the challenge. m 





the sea; why is it that, along with pen- 
guins, Homo sapiens is the only animal 
with a perpendicular bipedal gait; why 
does an elephant have a snorkel-like 
trunk and why are his testicles not in the 
scrotum, like other land-living mam- 
mals, but retracted into the abdomen? 
No easy answers, but a great read. 





Neutral Buoyancy: Adventures in a Liquid 
World. By Tim Ecott. Atlantic Monthly Press; 
368 pages; $26. Michael Joseph; £12.99 


AT SAED tour of man's efforts to 
dwell beneath the sea, from Alex- 
ander the Great’s visit to the sea-bed in a 
glass barrel during the siege of Tyre in 
332 BC via Jules Verne’s Captain Nemo, 
Hans and Lotte Hass and Jacques Cous- 
teau—the sea-going musketeer who 
brought the underwater world into our 
living rooms—to Buster Crabb who 
made a wartime career out of under- 
water bomb disposal and later disap- 
peared in circumstances that have never 
been properly explained. 

Interesting though the technology 
may be, Tim Ecott is more taken with the 
freedom that deep diving offers to those 
most obsessed, which is why his en- 
counter with Umberto Pelizzari, a Sar- 
dinian diver who can hold his breath for 
more than seven minutes and has dived 
without oxygen to a depth of 150 metres, 
is the most interesting encounter in this 
lively and readable book. 


History of ideas 


Meeting in the 
middle 





Economic Sentiments: Adam Smith, 
Condorcet, and the Enlightenment. By 
Emma Rothschild. Harvard University Press; 
400 pages; $45 and £30.95 


DAM SMITH and Marie-Jean-Antoine- 
Nicolas de Condorcet were two of the 
greatest minds of the European Enlighten- 
ment. The idea of bringing them together 
in a paired study is a happy one, for which 
Emma Rothschild, a historian of economic 
thought at Cambridge University, is to be 


congratulated. “Economic Sentiments” of- 


fers much that is informative and intrigu- 
ing, exploring in detail the views of its he- 
roes on topics often neglected in writing 
about them, including apprenticeship, 
famine, schooling, taxation. 

Though readers should not expecta full 
comparative portrait on the lines of Plu- 
tarch’s parallel lives, Ms Rothschild does 
seek to show that Smith and Condorcet 


were more alike than is often supposed. » 


~ 
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> Smith was socially less conservative and Cultural radicals Debord's strange career produced were an 


Condorcet politically more temperate 
than they are now typically imagined to 
be. The particulars of her case—Smith’s 
sympathy for the poor and the weak, Con- 
dorcet’s commitment to toleration and 
diversity—are firmly grounded, even 
where these alter popular, rather than 
scholarly, images. 

This adjustment of view, however, is 
put to the service of a construction that is 
unhistorical. Explaining that her book is 
“also about the present”, Ms Rothschild 
hopes to show that the contemporary con- 
nection between “laisser-faire economic 
policy and political conservatism” did not 
exist in the days of Smith and Condorcet, 
when both men exemplified a proto-liber- 
alism sensitive to social inequality—in 
keeping, she suggests, with the best inspi- 
ration of our own period. It was only the 
French Revolution which broke up a 
happy marriage between the market and 
moderate compassion, allowing conserva- 
tives like Edmund Burke or Friedrich 
Hayek to twist Smith's doctrines to their 
own ends. But 200 years later, the last bale- 
ful effects of that revolution and the reac- 
tion against it have faded. With the fall of 
communism, the coalition between lais- 
ser-faire and conservatism is coming apart, 
affording the congenial prospect of a re- 
vival of the social liberalism of the real 
Smith and Condorcet. 

Politically, this is a familiar message: 
right and left at length conclusively dis- 
credited, amild and moderate wisdom can 
now proceed along a Third Way, pos- 
sessed of a social conscience but respectful 
of public opinion. Every period has its con- 
formism. Yet the historical narrative to 
which Ms Rothschild appeals here is a fic- 
tion. Smith and Condorcet cannot be air- 
brushed into a joint emblem of polite, be- 
fore-the-fall yet up-to-the-minute, Enlight- 
enment. They were on the opposite side of 
too many fences. 

Smith upheld the traditional family, 
never ventured any serious criticism of the 
British state, supported Pitt against Fox and 
repudiated the very notion of deliberate 
legal reform. Condorcet, utterly despising 
the English constitution, pioneered the 
idea of proportional representation, cham- 
pioned sexual equality, and voted both for 
the conviction of Louis XVI and for war 
against Pitt. Fuller portraits could not have 
side-stepped all this. 

More fundamentally, the alliance 
between laisser-faire economics and con- 
* servative politics was not a misbegotten 
by-product of the French Revolution. Well 
before 1789, it was embodied in David 
Hume, the sceptical philosopher and 
staunchly Tory historian who was Smith's 
closest friend, and the legitimate object 
of Hayek's greatest admiration. There is 
little reason to think that this alliance is 
dissolving today. m 


Drinking deep 


The Game of War: The Life and Death of 


Guy Debord. By Andrew Hussey. Jonathan 
Cape; 432 pages; £18.99 


UY DEBORD was the founder and 

intellectual leader of the Situationist 
International, an activist group which be- 
gan as a gathering of artists in the tradition 
of dadaism, surrealism and letterism—this 
last a small post-war offshoot of the Paris 
avant-garde that took its cue from Rim- 
baud and ranked poetry over politics. It 
ended, less than two decades later, as a 
militant vanguard which sought, unsuc- 
cessfully, to control the course of the upris- 
ing that sent shockwaves through France 
in May 1968. 

The si played a big part in inspiring and 
provoking the May events but was unable 
to channel the riots and demonstrations 
that followed towards the cultural and po- 
litical revolution which Debord had envis- 
aged. He was a many-sided figure—a 
womaniser, a film maker, an implacable 
enemy and an unreliable friend. Disap- 
pointed by the generation that followed 
him, bloated and decayed with alcohol 
poisoning, he ended his life in 1994 with a 
bullet through the heart. 

Even before his suicide, Debord had be- 
come a cult figure whose writings and aph- 
orisms were invoked by punk rockers, tele- 
vision pundits, academics and 
intellectuals, the owner of Manchester’s 
Hacienda Club and student radicals from 
Japan. Among the many spin-offs which 


art exhibition at the Pompidou Centre in 
Paris (which he hated and swore never to 
visit), a series of translations of “The Soci- 
ety of the Spectacle” and other of his key 
works into English, as well as a posthu- 
mous flood of polemical articles, bio- 
graphical sketches, celebrations and de- 
nunciations. It is ironic that an activist best 
known for his fierce critique of the society 
of the spectacle—the alienating world of 
political and advertising images brought 
to us every day by the media—should have 
ended up as a trendy thinker whose ideas 
were invoked by devotees ranging from 
the editor of Tel Quel to the Sex Pistols. 

Andrew Hussey’s biographical study is 
carefully researched and based on probing 
interviews with Debord's two wives (who 
later dissociated themselves from the 
book) as well as old friends, comrades and 
drinking companions. He portrays the 
strengths and weaknesses of his lonely 
and defiant subject, avoiding both hagio- 
graphy and undue dismissiveness. Debord 
emerges as a brilliant but fatally flawed po- 
litical thinker and writer, a libertine and 
connoisseur of conspiracy, as well as 
something of a dandy whose literary and 
philosophical models were as various as 
Lautréamont, Bossuet, Heraclitus, Clause- 
witz, Pascal, Shelley, Villon, Omar Khay- 
yam, Orson Welles and Machiavelli. A vo- 
racious reader, he had a sense of style that 
gave his broadsides an unusually precise 
and aphoristic quality which made them 
both widely accessible and seductively 
provocative. There was nothing turgid or 
honey-coated about Guy Debord. Mr Hus- 
sey’s book leaves you wavering between 
admiration for an unusually incisive critic 
and distaste for an impossibly wilful and 
self-destructive man. m 





Life was a drag for Debord 
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Philip Glass 

Not all ravens 
are white 


Anew opera explores travel fever and 
restlessness 


HE music of Philip Glass is repetitious, 

everyone knows that. Not only are the 
repeated pulsing rhythmic patterns, me- 
lodic figures and chord progressions the 
hallmark of Mr Glass’s style, but those 
same rhythms, melodies and minor-key 
chords reappear in piece after piece. The 
selection of Mr Glass as the featured com- 
poser at this summer’s Lincoln Centre fes- 
tival was not greeted with unanimous en- 
thusiasm among New York critics wanting 
to move on. Ho hum, they sang in chorus, 
another opera with Robert Wilson, to say 
nothing of more of Mr Glass’s film music 
anda reprise of an early minimalist classic, 
“Music in 12 Parts”. 

Yet Mr Glass, who is surely one of the 


Literary criticism 


world’s best known living classical com- 
posers, ought notto be so easily dismissed. 
Twenty-five years ago, he and Mr Wilson 
revolutionised contemporary opera with 
“Einstein on the Beach”, a five-hour epic of 
non-narrative theatre. Mr Glass’s ingratiat- 
ingly hypnotic music and Mr Wilson's 
stunningly beautiful imagery brought an 
unforgettable incandescence to familiar 
objects such as trains, spaceships or, in a 
breathtaking minimalist triumph, a bed 
turned into a glowing bar of light that 
slowly tilts upright and is launched into 
space, accompanied by a flamboyant 
organ cadenza. 

Since then, Messrs Glass and Wilson 
have not worked frequently together. 
However, “White Raven”, their new 
collaboration, shows that under the right 
conditions the two are made for each other 
and can still produce visionary opera like 
no others. “White Raven”, which was actu- 
ally composed in 1991, was first staged in 
Lisbon three years ago. It was given its 
American premiere at New York's Lincoln 
Centre last month. 

The piece was commissioned by the 


Writing with nerves 


Behind the Lines: Pieces on Writing and 
Pictures. By Michael Hofmann. Faber and 
Faber; 336 pages; £20 


TERMS of the gap between worth 

and rewards, translators come some- 
where near nurses and street-cleaners. 
Michael Hofmann, a poet and translator 
of German, accepts this sorry fact with- 
out approval or complaint. He acknowl- 
edges too—in fact he returns to the point 
often—that the best translations of po- 
etry always fail on some level. But 
thanklessness and impossibility do not 
daunt him. He feels passionately about 
his work, and in this collection of review 
essays it shows. 

In the opening piece on Wallace Ste- 
vens, Mr Hofmann cites the American 
poet’s advice to read poetry “with one’s 
nerves”, and he writes criticism with his. 
The best articles here crackle with the 
kind of excitement that makes you want 
to read writers you would not have 
dreamed of touching, or re-read ones 
whose work you thought you knew. 
Half the 56 pieces are on poetry, the rest 
on plays and novels, with a few reviews 
of painting and film. German writing 
and art (19 pieces in all) form a core 
where Mr Hofmann shows special com- 
mitment and authority. 

German-born in 1957 but English- 


raised since the age of four, he agrees 
with Bertolt Brecht, who warned the ac- 
tors of the Berliner Ensemble before its 
London debut in 1956 that the English 
expect German art to be “dreadfully 
ponderous, slow, involved and pedes- 
trian”. But Mr Hofmann rises to the chal- 
lenge of bringing German writers alive 
for English ears with a critical mixture of 
wit, malice and enthusiasm. 

With barely a hiss, he lets air out of 
the reputation of Rainer Maria Rilke, de- 
fends Brecht against a foolish, vindictive 
biography, and both rebukes and de- 
fends Christa Wolf. Pieces on Gottfried 
Benn and Paul Celan explore the transla- 
tor’s craft, and there is a moving review 
of work by his father, Gert Hofmann, a 
novelist, radio playwright and teacher of 
German literature. The article on Wolf- 
gang Koeppen, one of post-war Ger- 
many's most neglected novelists, will be 
a revelation to many. 

It is too much nowadays to expect a 
collection like this to have an index. But 
we should have been told when and 
where the articles originally came out. 
The shorter stage and film reviews could 
have been dropped. All in all, though, 
“Behind the Lines” is a highly successful 
collection—a manifesto in its way for free 
trade in words and a blow against pro- 
vincialism, wherever it's found. m 
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Atmospheric Glass 


city of Lisbon to commemorate 500 years 
of Portuguese discovery, and has a loose 
plot, more or less following the voyages of 
Vasco da Gama to Africa and India. Its self- 
consciously surreal libretto by Luisa Costa 
Gomes includes arias in Portuguese and a 
spoken part in English for the elegantly re- 
served dancer, Lucinda Childs. She was in 
“Einstein” and here portrays a writer ac- 
companied by two black ravens (don't 
ask). But the puzzles of the libretto seem to 
interest Mr Wilson less than how the per- 
formers look and move, and Mr Glass 
writes music less to fit particular words or 
dramatic exchanges than to create mood 
and atmosphere. 

Vasco travels over the ocean and over 
the rainbow, where he meets Judy Gar- 
land and the Tinman, to say nothing of 
Miss Universe perched on the moon in a 
gorgeous light (the part was gorgeously 
sung by Janice Felty). Anything goes for Mr 
Wilson, who relies on visual instinct and 
on what is now a huge theatrical experi- 
ence. Although little seen in Britain and 
still under-represented in America, Mr 
Wilson’s theatre and opera productions 
are well-known in French- and German- 
speaking countries. 

Mr Glass may not have taken. many 
musical strides in “White Raven”, but he 
has taken a few. Some chords and tunes 
startle. More strikingly, the composer lulls 
listeners into thinking that little is chang- 
ing, while subtly creating constant musical 
flux (just try counting out what seem to be 
regular metres). This confident subversion 
of what our ears expect is Mr Glass’s secret 
for remaining fresh, and that freshness 
was expertly and sympathetically con- 
veyed by the conducting of Dennis Russell 
Davies. If you do not worry unduly about 
the detailed meaning of the story (or those 
ravens), you will find in this opera a bril- 
liant work about discovery. Both its sea- 
faring topic and its shifting musical form 
speak directly to our restless desire for new 
worlds, then or now, real or imagined. @ 








Hands in their pockets 


State funding for the performing arts is tightening up all over Europe. Theatres, 
concert halls and opera houses are having to learn how to milk the private sector 


T THE height of the appeal to redevelop 
the Royal Opera House in 1998, Sir 
Colin Southgate, the chairman, got a call 
from one of London’s smartest network- 
ers. His wife had found herself sitting next 
to an unusual man ata dinner the previous 
evening given by Gilbert Kaplan, a maga- 
zine publisher and famed conductor of 
Mahler's “Resurrection” Symphony. He 
seemed timid at first, but she quickly 
learned that behind the soft voice lay a 
powerful will. Had Sir Colin ever heard of 
an American named Alberto Vilar? Did he 
know that Mr Vilar was the world’s biggest 
donor to the arts, and to opera in particu- 
lar? Furthermore, Mr Vilar was living right 
on his doorstep, in London. 

No, Sir Colin did not know that. But 
things changed when Michael Kaiser, then 
executive director of Covent Garden, 
heard about the conversation. Mr Kaiser 
invited Mr Vilar to tour the building works, 
and less than two months later Mr Vilar 
gave the Royal Opera House £10m ($16m), 
the biggest single donation it has ever re- 
ceived. He has since given another £10m 
and also bought tickets for two front-row 
stalls seats, A8 and A9, for every night of 
the season—a habit he has kept to this day, 
and one which he also maintains at the 
Metropolitan Opera in New York. In re- 


turn, the board took the unusual step of 
naming the vaulting glass atrium, which 
links the front entrance with the old Co- 
vent Garden flower market behind, after 
its premium benefactor. 

The genesis of the Vilar Floral Hall is 
more than merely a tale of money buying 
posterity. It is a symbol of the change that 
is taking place in the funding of the per- 
forming arts all over Europe. Herbert von 
Karajan, a conductor and maestro of the 
Salzburg Festival, was once asked by an 
American journalist what he did when- 
ever one of his Salzburg productions ran 
over budget. “I call Vienna,” the maestro 
replied, “and the ministry sends more 
money.” Not any more. State funding of 
the arts is shrinking in real terms in many 
parts of the continent, even in countries, 
such as Austria, Germany, Italy and Rus- 
sia, that have long been wedded to it. The 
state subsidy of the Berlin Philharmonic 
Orchestra has been reduced from 57% of its 
budget in 1997 to 48.4% last year, while that 
of the Teatro alla Scala in Milan has been 
cut from well over 50% to 44.3%. And that 
may be just the beginning. 

Ticket sales, copyright fees and renting 
out halls make up part of the rest, as well 
as sponsorship and private philanthropy. 
But in some countries, particularly Britain, 
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corporate sponsorship is becoming harder 
to get as turnover slows, shareholders 
grow more demanding and company ex- 
ecutives are less certain that funding the 
arts is really so useful. As a result, theatres, 
opera houses, orchestras and other arts 
organisations are having to learn how to 
raise money more energetically them- 
selves. En masse, it would seem, they are 
taking crash courses in how to ask donors 
for gifts, how to thank generous patrons to 
ensure that they keep on paying and how 
to lobby governments for tax changes that 
will help make giving more appealing. 

Even the Salzburg Festival, where costs 
are covered by ticket sales and a generous 
public subsidy—topped up, when von Ka- 
rajan was in charge, by that occasional call 
to Vienna—even Salzburg is adapting to the 
idea of soliciting sponsorship and private 
donations. At the beginning of August, the 
festival announced it has appointed Isa- 
belle Harnoncourt, an Austro-American 
fund-raiser who cut her teeth at Carnegie 
Hall, to set up its first ever development of- 
fice, which will be divided between New 
York and Salzburg. “We have always con- 
sidered only our cultural future,”says the 
festival’s president, Helga Rabl-Stadler. 
“For us in Europe, [fund-raising] is some- 
thing completely new. But at least we are 
finally waking up.” 


The transatlantic model 

In America, the arts are—and always have 
been—almost wholly privately funded. 
Supporters of the National Endowment 
for the Arts (NEA) occasionally suggest that 
the American government's support for 
the arts is embarrassingly meagre—point- 
ing out, for example, that the shipping» 





> costs for Operation Desert Storm alone 
could have funded the NEA for more than 
a century. But the absence of state inter- 
vention, combined with a helpful tax re- 
gime, are what have made the arts in 
America so self-reliant. 

This is also the reason why the culture 
of philanthropy—with its rich trustees, its 
giving circles, its endowment funds and its 
professional fund-raising advisers—is so 
strong there. Generous donors who be- 
come trustees of arts or other non-profit 
organisations are expected to work in 
America by giving more money them- 
selves, roping in their friends and buying 
whole tables at benefit evenings, all in a 
spirit of what is often described in philan- 
thropic circles as “Give, get, or get off.” 

Europeans, who are accustomed to a 
different way of supporting the arts, may 
find this bewildering and even crass. But 
they are getting used to it. Accurate figures 
on the scale and growth of non-state fund- 
ing for the arts in Europe are still hard to 
get, but anecdotal evidence suggests that 
fund-raising is expanding. Moreover, it is 
developing according to a recognisable 
pattern: state subsidies are cut back and 
are replaced by corporate sponsorship, 
which in turn gives way, to a greater or 
lesser degree, to private funding. In some 
places, private giving is growing much 
faster than corporate sponsorship. 

Anumber of things have come together 
to make this possible: a growing cultural 
self-confidence among successful people 
working in commerce and finance and a 
realisation that their money can make a 
real difference to the arts; the existence in 
Europe of an important group of Ameri- 
can donors, of which Mr Vilar is only the 
most visible, who are teaching Europeans 
about aggressive American-style philan- 
thropy; the hiring within a number of 
organisations—from the Salzburg Festival 
down to the tiny but highly successful Lon- 


don-based Orchestra of the Age of Enlight- 
enment—of American development direc- 
tors who have long experience of 
professional fund-raising; and the estab- 
lishment of a number of intermediary 
bodies that advise arts organisations and 
donors about fund-raising. 

There is now an Institute for Philan- 
thropy in Britain, an academic body that 
collects research data and is linked to Uni- 
versity College London; a European Asso- 
cation for Planned Giving, which advises 
tax lawyers and other professionals; and 
BDG & Associates, a newly established 
Brussels law firm whose entire practice is 
based on the philanthropic sector. Amer- 
ica has long had such bodies, but in Europe 
they are completely new. 


Arts-friendly taxes 
In addition, there has been a series of 
small but significant changes in the tax 
and legal systems of several European 
countries in the last year or two. Last 
March, Britain’s chancellor of the exche- 
quer, Gordon Brown, announced mea- 
sures to simplify the way in which donors 
can use the tax system to maximise their 
gifts. British charities have long called for 
this, insisting that the friendly tax regime is 
what most helps fund-raising in America. 
(Republican proposals to do away with the 
estate tax may be a step backwards.) Mr 
Brown also did away with the minimum 
threshold for deductible gifts and ex- 
tended the scope of such gifts to include 
shares. Gifts in kind may be included later. 
This has already helped a number of 
arts organisations. The Aldeburgh Festiv- 
sal, which every summer puts on a series 
of highly regarded operatic and concert 
performances on the East Anglian coast 
and receives only a tiny public subsidy, 
has made particularly inventive use of this 
opportunity. Three years ago, the festival’s 
chairman, Lord Stevenson (chairman also 








of the Pearson group, which owns 50% of 
The Economist), set up a small circle of 
friends to act as ambassadors for the festi- 
val. He chose about a dozen individuals, 
most of them wealthy, and insisted that 
their spouses be part of the group. Last 
year, one couple, Patricia and Robert 
Swannell, a vice-chairman of Schroder 
Salomon Smith Barney, which was then in 
the process of being swallowed up by Citi- 
group, gave £25,000 of Schroder PLC non- 
voting shares to the festival. Mr Swannell 
paid no capital-gains tax on the gift, which, 
with the tax rebate, cost him only £12,500. 
Mr Swannell also persuaded Citigroup to 
give a further £50,000, making it the festi- 
val’s first principal sponsor. Aldeburgh 
has seen its income grow by more than 
40% in the five years to 2001/02, and by far 
the biggest growth has been in gifts from 
private individuals. 

In Italy, the law has been changed to al- 
low the country’s 13 most important opera 
houses and the orchestra and chorus of 
the Accademia Nazionale di Santa Cecilia 
in Rome to change their status from being 
state-owned organisations to private foun- 
dations. This, it is hoped, will help wean 
them off state subsidies, encourage them 
to make long-term contracts with large lo- 
cal companies and begin conventional 
fund-raising. 

La Scala in Milan has been quick to take 
advantage of such changes, again with Mr 
Vilar’s help. But even small opera houses, 
such as the venerable Teatro di San Carlo 
in Naples, Italy’s oldest opera house, has a 
new director, Gioacchino Lanza Tomasi, 
who has signed up three companies that 
each give the theatre 500m lire ($230,000) 
a year and seven others that give 100m lire. 
In September, he hopes to start a develop- 
ment office for the first time. 

Many Italian arts organisations hope 
that the government is taking notice of 
their efforts, and that, with an entrepre- 
neurial right-wing party now in power, 
this expansion of private finance will be 
encouraged by the tax system. “We really 
need help in that area,” says La Scala’s 
superintendent, Carlo Fontana. 


A philanthropist’s story 
Opera is a very particular art form, but the 
way in which it is financed has lessons for 
all the arts in Europe. First, it is of limited 
interest, even in traditional opera-loving 
countries. Moreover, it is difficult to make 
opera much more accessible. Some opera 
houses have tried outside transmission, 
with big screens and plaza performances. 
Others have tried broadcasting it on televi- 
sion. Neither works terribly well, though 
the Metropolitan Opera’s radio broadcasts 
are popular. 

Worst of all for opera, its costs are very 
high. Even concert versions, with no stag- 
ing, scenery or costumes, need soloists, or- 
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chestra and choruses. “Essentially,” says »» 





Elaine Padmore, the new opera director at 
Covent Garden, “grand opera is a 19th-cen- 
tury art form with i19th-century manning 
but 21st-century costs”. It needs dedication 
and vision, as well as deep pockets, if it is 
to continue being produced. For this rea- 
son, many lovers of the arts believe that 
opera is the miners’ canary of the arts 
world. If opera continues to thrive, then so, 
probably, will the rest of the arts. If it can- 
not be saved, what else can? 

Alberto Vilar does not see the world in 
such gloomy terms, yet he has an almost 
emergency-room dedication to the arts, 
and opera in particular. What makes him 
an unusual donor, in America as much as 
in Europe, is not just the enormous sums 
he gives but the focused way in which he 
channels his donations and demands pub- 
lic acknowledgment in return. His critics 
often accuse him of artistic meddling; he 
prefers to say that he supports productions 
he likes, and has no qualms in saying of 
others, “This is not for me.” 


Asking for money 

Mr Vilar concentrates his philanthropy in 
three broad areas: medicine, education 
and opera. He employs six people to sift 
through the requests for money, and each 
gift is preceded by a finely negotiated con- 
tract that sets out the terms of payment 
and the recognition that Mr Vilar is to re- 
ceive in return. At the Royal Opera House it 
was the naming of the Vilar Floral Hall; 
other gifts carry other acknowledgments. 
Mr Vilar’s first offering to Glyndebourne 
Opera was $500,000 to sponsor this year’s 
new production of “Fidelio”. In return, he 
insisted that the programme carry his pho- 
tograph in colour and an unusually 
worded, page-long acknowledgment of 
his support “at an unprecedented level”. 
When this writer accompanied Mr Vilar to 
a night at the opera last April, he had with 
him a printer’s proof of the Glyndebourne 
programme. During the interval, he spent 
some moments correcting it. 

Alberto Vilar is a 60-year-old Cuban- 
American who went from Havana to 
Puerto Rico and then to mainland America 
to study when he was 19. He made his for- 
tune—and it really is a fortune—managing 
institutional emerging-technology portfo- 
lios and private accounts. He was one of 
the first institutional buyers of Cisco, Ariba 
and eBay. His is an avant-garde part of the 
market, but Mr Vilar regards his Amerindo 
Technology Fund as a long hold. In 1999 it 
gained 249% before losing half its value 
again last year, which means his kind of 
business is not for the faint-hearted. 

Mr Vilar refuses to disclose his net 
worth, but says he can give away $100m a 
year without feeling it. He has always been 
generous. As soon as he got his first job, 
which paid him $7,500 a year, he began 
giving small sums to help a classmate’s 
two young sons. Now older and richer, he 
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just gives away more. In the past four 
years, he has given just under $200m to 
opera alone, including $35m to the Met in 
New York, large amounts to La Scala and a 
new sub-title system in the back of each 
seat in the Musikverein auditorium in Vi- 
enna. He has already paid to have the 
same system installed at the Met, where it 


has been a great success. Next, Covent Gar- 


den will be testing it, also thanks to him. 

Last year, Mr Vilar made three other big 
gifts to opera. He gave $10m to the Los An- 
geles Opera and $14m to the Mariinsky 
Theatre of St Petersburg, where he will 
fund two new operas or ballets a year over 
the next three years, as well as a young art- 
ists’ programme and a much-needed man- 
agement office in New York. By far his big- 
gest gift was to the Kennedy Centre in 
Washington, Dc, now run by Mr Kaiser. 
The $50m donation will bring the Mariin- 
sky Theatre to Washington for a summer 
season every year for the next decade. 

Many feel (though they won't say so in 
his hearing) that Mr Vilar is oiling his own 
ego when he demands a certain bowing 
and scraping for such gifts. But he sees 
himself as a model for younger donors, 
and is convinced that public acknowledg- 
ment serves a purpose. Only if other peo- 
ple know how much he gives, and see how 
his philanthropy is publicly thanked, he 
says, will they be persuaded—some might 
say shamed—into following suit. 

“When you have your name on a build- 
ing,” says Mr Vilar, “it says, ‘Here’s a world- 
class person who is giving money, and he 
chose us.’ Isn’t that the message?” He con- 
tinues: “People say, ‘Oh, rich guy, he’s got 
to be pampered.’ I think that’s unfair. 
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You’ve taken Finance 101. Whatis the posi- 
tive impact of my gifts? More people see 
opera. Costs are down. Productions are 
better. More people are trained.” For Mr Vi- 
lar, who is divorced and has no children, 
charitable giving is a mission. The only rea- 
son gifts are anonymous these days, he 
says, is because givers don’t want you to 
know how small their gifts are. 


Leading by example 

More and more European arts organisa- 
tions are learning the American art of priv- 
ate patronage. When John Studzinski, the 
American deputy chairman of Morgan 
Stanley International, joined the core 
fund-raising group for the Tate Modern in 
London, he made a substantial donation 
of his own. The first gift the Tate obtained, 
for £3m, had been made on condition that 
it found at least one other comparable do- 
nor. “There is a range of fund-raising acu- 
men in Britian, but many institutions are 
clueless about how to raise money from 
individuals and from trusts and founda- 
tions. These people need to be ap- 
proached. You don't take them out to din- 
ner or waste their time with glossy 
brochures. What they want is a two-page 
executive summary. What is the project? 
How is it going to be managed? Where's 
the money going? 

“You would shocked at how many 
time-wasters there are out there,” says Mr 
Studzinski. “People are often naturally 
mean. Philanthropy is something that has 
to be culturally learned through role- 
models. Alberto Vilar is a very good 
player-coach for the rest of the world.” 

Just how good can be seen from the 
many small steps that are being taken, ev- 
ery day, by the various arts organisations 
he has benefited around Europe. At Co- 
vent Garden, a second generation of do- 
nors is preparing to begin an endowment 
fund for the Royal Opera House which will 
be launched towards the end of this year. 
In Germany, Mr Vilar is about to an- 
nounce a major gift to the Berlin Philhar- 
monic Orchestra and undertake a six-city 
tour, at the invitation of the German gov- 
ernment, lecturing to audiences raised on 
arts subsidies why they should look with 
favour on enlightened philanthropy. And 
in Salzburg, where Mr Vilar spends his 
summer holidays with three tuxedos in his 
wardrobe (two black, one white), he is qui- 
etly championing a campaign by the presi- 
dents of the Salzburg Festival, the Musik- 
verein and the Vienna Staatsoper to lobby 
the Austrian finance ministry for tax relief 
on charitable donations. Mrs Rabl-Stadler, 
Salzburg’s president, laughs at the pros- 
pect. “He was very fierce. He said, ‘You 
musn’t be complacent. You must go to- 
gether and ask for the tax breaks.’ We 
would never have thought of that. But we 
are all now waking up. What Mr Vilar is 
making us do is all so new.” m 
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James Albert Corbett, a provider of sanctuary, died on August 2nd, aged 67 


T THE trial of Jim Corbett the judge ap- 
peared to acknowledge that he was a 
respectable citizen. But in his summing up 
he told the jury, “Good motive is not a de- 
fence to intentional acts of crime.” 

Mr Corbett had founded a movement 
that had helped many thousands of refu- 
gees from Central America to cross into the 
United States, evading border guards and 
providing them with shelter and food until 
they could manage on their own. But he ar- 
gued that he was not disobeying Ameri- 
can law. After the second world war, he 
said, the United States passed a law that it 
would not expel or return refugees to a 
country where they would face persecu- 
tion. The prosecution offered a different in- 
terpretation of the law: it did not permit 
just any refugee, however threatened, to 
enter the United States as of right. And it 
excluded “economic” refugees who sim- 
ply wanted ajob in a rich country. 

The trial attracted an audience far be- 
yond the courthouse in Tucson, a town 
close to the Mexican border. At this time, 
1986, two Central American countries in 
particular, El Salvador and Guatemala, 
were notorious for their brutality. Liberals 
in the United States were uneasy about the 
countries’ death squads, armed, according 
to some reports, with American weapons. 
They believed the refugees were being 


kept out because the United States did not 
want to offend their governments. But 
were the refugees from Central America 
any less justified in leaving their hellholes 
than were East Germans trying to escape 
through the Berlin Wall? As for Jim Cor- 
bett, he likened his charges to slaves escap- 
ing from their masters in the American 
South in what was called the “under- 
ground railroad”. 

The jury was sufficiently impressed to 
find Mr Corbett and two fellow defen- 
dants not guilty. Eight others were found 
guilty on charges connected with the case, 
but none was jailed. Afterwards Mr Cor- 
bett said he would continue helping refu- 
gees and was prepared to stand trial as of- 
ten as was necessary. But he was never 
prosecuted again. 


Philosopher and goat-keeper 

Jim Corbett was middle-aged before he 
found his vocation as master of the new 
underground railroad. He had had a 
prosperous childhood, his father a lawyer, 
his mother a teacher, and spent much of 
his youth on a ranch in Wyoming. He won 
a scholarship to Harvard, where he stud- 
ied philosophy. He taught at a number of 
minor universities, but found it difficult to 
settle. He had a yearning for the rural life. 
One of his ancestors, he said, was a Black- 
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foot Indian. He studied the husbandry of 
bees and goats, wrote a paper on “the goat 
cheese economy” and considered moving 
to a poor country to pass on his knowl- 
edge. Instead, in the early 1980s he was liv- 
ing in Tucson and, as he put it, “cowboyed 
and horse traded” along the border. He 
had cared little about Central America, he 
said. He had never been interested in bor- 
der problems and had taken the border 
fence for granted. 

A friend asked him if he could help a 
Salvadorian who had been arrested while 
trying to cross the border. Mr Corbett 
could not get the Salvadorian released, but 
learnt from him that thousands of Central 
Americans were making the long journey 
across Mexico in the hope of being admit- 
ted to the United States. Many were 
stopped at the border, and the police often 
caught those that got through. Mr Corbett 
and his wife Pat started to collect refugees 
and look after them in their flat in Tucson. 
When they could cram in no more, friends 
would make room in their homes. “None 
of us realised what we were getting into,” 
he recalled. Overcrowded homes were no 
solution. Mr Corbett, a Quaker, wrote to 
fellow Quakers throughout the United 
States. Churches of other denominations 
offered, or were persuaded, to help. Quite 
quickly a network of support for refugees, 
the underground railroad, was established 
that reached every part of the United 
States and Canada. The Sanctuary Move- 
ment was born. 

Why did Jim Corbett, happily married, 
father of three, suddenly take on this bur- 
den? In a long essay he sought to explain 
his reasons. It is not an easy read, but he 
seems to be saying that the idea of sanctu- 
ary is what unites humanity as one body. 
He makes references to philosophers he 
studied at Harvard, particularly John 
Locke and Rousseau and their ideas on 
freedom. There are nods towards various 
Geneva conventions and the Nuremberg 
trials, together with a look at the tradition 
of sanctuary. He came to believe in one 
church, whether it was run by a priest or a 
rabbi or whatever. To visit Central Ameri- 
cans in prison he dressed in a priests 
clothes and called himself Padre Jaime. 

Mr Corbett disclaimed having started 
anything new. The sanctuary movement 
had been around for more than 3,000 
years, he said, strengthening or fading ac- 
cording to the demands of the time. As the 
countries south of the United States bor- 
der have become less brutal, the move- 
ment has faded. In Europe, the widespread 
hostility to those seeking asylum from 
countries as far away as China and Af- 
ghanistan has touched some consciences, 
perhaps presaging another sanctuary 
movement. But a new Jim Corbett has yet 
to emerge to speak of the unity of human- 
ity and such unpopular themes. W 
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BUSINESS SCHOOL 


investing in excellence in teaching and research 
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JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K~+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1 202 4781698 cpamerica(@careerpath.co.uk 
Europe +44 20 75048280 cpeurope(@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia(@bkk.loxinfo.co.th 


UNIVERSITY of MANNHEIM 


f rAr we 


| “a 


The Department of Economics at the University of Mannheim, Germany, 
is filling the position of a Professor (C4) of Economics. 


The successful candidate for this chaired position is expected to 
represent the field of macroeconomics. A specialization in econometric 
applications is desired. 


Applications should be sent by October 31 2001 to the Dekan der 
Fakultat fur Volkswirtschaftslehre der Universitat Mannheim, D-68131 
Mannheim. 
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) The United Nations Office for Project Services (UNOPS), a major 
UNOPS ER urcene onor nape torven service provider of project management and implementation 


—e services to the United Nations System and developing countries, 
seeks qualified applications for the following position: 


Position: Research Officer, Asia-Pacific Regional Initiative on Trade, Economic 
Governance and Human Development 

Duty Station: Hanoi, Vietnam 

Duration: 1 Year with possibility of extension 

Remuneration will be internationally competitive based on experience and qualifications 

Closing date: 26 August 2001 


In general, the project objectives center on assessing the impact of the rules and standards of the multi- 

lateral trading system on the human development and poverty eradication policies of governments in 

the region. The duty station is in Vietnam and the post is offered on a one-year renewable basis. Under 

the general supervision of the project coordinator, the candidate will provide research, analytical, and 

technical support toward achieving project objectives. Duties include: 

* Researching and writing briefs on issues relating to the Technical Support Documents and other 
required reports with respect to project objectives and intended outputs 

* Helping project team identify sub-regional learning and research institutions to support the 

preparation of policy papers, and be key liaison with such institutions. 

Helping identify and strengthen / establish knowledge networks and electronic mail groups to 

promote peer group learning and sharing of information in the development of policy advice 

* Ensuring project and outputs are aligned both procedurally and policy wise with UNDP positions 
including maintaining quality control. 

* Helping develop and maintain media and other networks for advocacy efforts 

* Managing and maintaining database of register of expertise available in regional and sub-regional 


INTERNATIONAL AUTHORITY IN NUCLEAR SAFETY, 
TECHNOLOGY AND VERIFICATION SEEKS 















Director, Legal Division 







The International Atomic Energy Agency (IAEA), an independent United Nations 
organization headquartered in Vienna, Austria, with 132 Member States and a staff 
of 2200, serving as the global focal point for international co-operation in the safe 
and peaceful use of nuclear energy, is seeking a Director for its Legal Division. This 
individual will serve as the Legal Adviser of the IAEA and, as such, be 
responsible for directing and supervising the activities of the Legal Division. 


Education and experience required: Senior legal adviser with advanced 
university degree in law and extensive experience in international law, the law of 
intergovernmental organizations and/or law relating to the peaceful uses of atomic 
energy. Proven administrative and supervisory experience. Practical experience in 
the aforementioned fields in an international or a national organization. 


Knowledge, skills and abilities required. Excellent command of oral and written 
English. Working knowledge of other official languages (i.e. Arabic, Chinese, 
French, Russian, Spanish) desirable. 


Benefits: The IAEA offers a stimulating multicultural working environment in the 
beautiful and culturally rich city of Vienna, Austria, with easy access to Europe-wide 
































































































institutions available for supporting research and or training on trade and human development attractions. The post offers: tax free remuneration; diplomatic status; rental + 
policy areas as well as a database of research work being undertaken, subsidy; 6 weeks annual vacation; medical insurance coverage; a staff retirement 
* Helping facilitate, coordinate and support regional seminars and consultations and follow-up as plan; full coverage of removal expenses for staff member, family, and personal 
spe cere Sgt tt oes effects; additional allowance for installation expenses; assistance with finding 
Qualifications: Advanced degree in economics, political science or other relevant fields, At least 2-3 housing and schools in Vienna; financial assistance with the education of dependent 
years experience with developing countries, with experience and knowledge on Asia-Pacific region, : E 
desirable. The candidate will have strong analytical skills in one or more of the above subject areas. children; and paid travel to the home country for the staff member and family every 
S/he should be competent and knowledgeable in trade and human development issues, concepts and other year. 
methodologies and have proven capacity in research and writing with ability to conceptualize, Applicants should send their curriculum vitae before 24 September 2001, 
articulate and debate issues governing the project. Good interpersonal and cross-cultural quoting vacancy notice No. 2001/053, to: Division of Personnel - International 
communication skills, with understanding of Asia-Pacific culture and customs will be an advantage. Atomic Energy Agency - Wagramerstrasse 5 - P.O 100 - A-1400 Vienna 
The candidate will have the ability to function at both policy and project implementation level, be Austri etail z AE : 
computer and internet literate and demonstrate strong written and spoken English. - (see ont — pan 
Qualified individuals are invited to submit applications by no later than 26 August 2001 to: INTERNATIONAL ATOMIC ENERGY AGENCY 
Daniela Costantino K Our Goal: to facilitate the safe contribution of nuclear technologies 
Portfolio Manager, Governance Unit ( ) to peace, health and prosperity throughout the world, while ensuring 
UNOPS, The Chrysler Building, 405 Lexington Avenue, 4™ Floor New York NY 10174 that no technology len tee under our oversight or provided with 
:2 -4045 E-mail: danielac@ynops.org 
a our assistance is used to further any military purpose. r 









Due to the volume of applications only those candidates under serious consideration will be acknowledged. 













The United Nations Office for Project Services (UNOPS), a major 

Usch siris Service provider of project management and implementation 

Soren services to the United Nations System and developing countries, 
seeks qualified applications for the following position: 




















Pera ; i : Position: Project Coordinator, Asia-Pacific Regional Initiative on Trade, Economic 
Applications are invited for a vacancy on the Council on Tribunals. The appointment, made Governance and Human Development 
jointly by the Lord Chancellor and Scottish Ministers, will be for a three-year period with effect Duty Station: Hanoi, Vietnam 
from | November 2001. A second term may be considered. The idea candidate will offer: Duration: 1 Year with possibility of extension 













Remuneration will be internationally competitive based on experience and qualifications 
Closing date: 26 August 2001 

In general, the project objectives center on assessing the impact of the rules and standards of the multi- 
lateral trading system on the human development and poverty eradication policies of governments in 
the region. The duty station is in Vietnam and the post is offered on a one-year renewable basis. Under 
the general supervision of the UNOPS Governance Unit and Principal Project Representative, UNDP 
Vietnam, the candidate will take the lead in management of project and provide substantive analytical 
policy and technical input to help achieve project objectives. Duties include: 


* Taking the lead in identifying technical assistance to support production of the Technical Support 
Documents, Issues Papers and other required reports, with respect to project objectives. 

* Identifying key and current policy issues requiring further research and development at regional 
and/or sub-regional level. 

* Promoting the consideration of these policy papers at regional/national levels through existing 
network of regional and sub-regional conferences and other forums. 

* Identifying and facilitate strengthening / establishment of networks and electronic mail groups to 
promote peer group learning and sharing of information in the development of policy advice 

* Developing sustained advocacy efforts to promote the use of policy papers 

* Developing training programme at sub-regional levels to ensure utilization and analysis / impact 
of project outputs by government and civil society partners. 

* Strengthen human development networks required to facilitate on line information exchange, 
cross-fertilization of ideas, and institutional and stakeholder dialogue and collaboration. 

* Manage the regional programme, including, implementing project budget, staff recruitment and 
assessment, monitoring and general administration in keeping with UNDP rules and procedures. 

Qualifications; Advanced university degree in preferably economics, political science, or other 

relevant fields. S/he will have least 15 years experience with developing countries, with experience 

and knowledge on Asia-Pacific region, desirable. The candidate should be competent and 

knowledgeable in trade and human development issues, concepts and methodologies and have proven 

analytical skills in these areas, with internationally published articles on trade and human development 

issues. S/he will have proven track record in managing technical cooperation, facilitating networks, 

building partnerships, mobilizing resources, and advocacy. Excellent interpersonal and cross-cultural 

communication skills, with understanding of Asia-Pacific culture and customs will be an advantage. 

The candidate is expected to have the ability to function at both policy and project implementation 

levels, be computer and internet literate and demonstrate strong written and spoken English. 

Qualified individuals are invited to submit applications by no later than 26 August 2001 to: 

Daniela Costantino 


Portfolio Manager, Governance Unit 
UNOPS, The Chrysler Building, 405 Lexington Avenue, 4th Floor New York NY 10174 
Fax: 212 457-4045, E-mail: danielac@ unops.org 
Due to the volume of applications only those candidates under serious consideration will be acknowledged. 


The Economist August 18th 2001 






Essential: 

* Recent experience of working in a high level position within central government, including 
direct involvement with Ministers; 

* Understanding of the operation of most Government departments, their relationships with 

each other and with the devolved administrations; 

Knowledge of recent Government reforming initiatives, including Modernising Government; 

Proven oral and written communication skills; 

A record of effective Committee work; and 

Some knowledge of tribunals and inquiries. 


Desirable 
* IT literacy 


The Council is based in central London. It operates under the Tribunals and Inquiries Act 1992 and 
is required to keep under review the constitution and working of the tribunals under its supervision. 











































Members of the Council receive an annual retainer of £9,864 and must commit 44 days per year to 
Council activities, which include: 













* Monthly meetings of the Council, meetings of committees and taking a lead role if necessary 
on special projects; 

| * Observing tribunal hearings and inquiries and reporting back to the Council: 

* Attending conferences and training events. 



















Civil servants, local government officers, and members of a tribunal supervised by the Council will 
not be considered. Serving tribunal members may apply if they are prepared to stand down for the 
duration of Council membership. 

















For an application form and further details please send a large self-addressed envelope to: 









The Lord Chancellor's Department 
Tribunals Strategy Branch 
Room 5.35, Selborne House 
54/60 Victoria Street 
London SW1E 6QW 


The Lord Chancellor's Department is committed to equality of opportunity in 
appointments on the basis of ability, qualifications and fitness for work. 


Applications are invited from all qualified persons, irrespective of race, gender, 
marital status, disability or sexual orientation. 


Applications need to be returned by Friday, 14" September 2001. 
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Universität Hannover i l; i 


The University of Hannover seeks a 


Professor of Economics 


This tenured appointment will be made in the first half of 2002. Applications 
are particularly encouraged from candidates with research interests in the 
theory of financial markets. A strong microeconomic background as well 
as an outstanding publication record are required. Applicants whose native 
language is not German are not assumed to hold a „habilitation” degree 
or to be able to teach in German from the outset. 


Responsibilities of the successful candidate include research and teaching 
at the undergraduate, graduate and postgraduate level; teaching obligations 
comprise 8 hours per week. The University offers a salary according to the 
C3 schedule (123.000 DM max., depending on age and marital status), a 
health care package and a generous retirement plan. Compensation for 
moving expenses may be granted. 


The University of Hannover hires on the basis of merit and is committed 
to employment equity. We encourage all qualified persons to apply. For 
further information, contact homburg@mbox.vwl.uni-hannover.de. Please 
send your curriculum vitae, your publication list and records of your teaching 
experience until October 31", 2001, to 


Dean of the Faculty of Business Administration and Economics 
Prof. Dr. Stefan Homburg 
KOnigsworther Platz 1 - D-30167 Hannover (Germany) 





CEFAS is a successful, growing, IF 
fisheries and marine A EFA 


environmental research and 1 \ The Centre for Environment, 
, \ Fisheries & Aquaculture Science 


consultancy organisation that 
employs around 550 people at 

3 coastal sites in the UK. Our aim is to provide all of our worldwide clients 
with innovative solutions to their fisheries and environmental management 
problems based upon sound science. 


SENIOR CONSULTANTS 


We are seeking to employ senior consultants, with expertise in fisheries or 
marine environmental management, to play a leading role in delivering 
consultancy projects in developing countries. To succeed in these roles you 
must have proven technical skills, a proven ability to successfully deliver 
projects and to establish good working relationships with clients and 
stakeholders in developing countries. You will need to be self-reliant, an 


excellent communicator and able to adjust to working in different cultures 


You must have: proven project experience in developing countries; project 
management experience; experience in institutional development and policy 
development and advice; fluent English plus competency in another 
language (preferably Spanish); a degree in a relevant subject; relevant 
consultancy experience in fisheries or marine environmental management; 
demonstrable leadership skills. 


These are high profile roles where you will make a visible and direct 
contribution to our continuing future success. In return we offer a 
competitive salary, an excellent benefits package including non-contributory 
pension, overseas allowances, generous leave, paid flights home, and the 
opportunity to work for a dynamic organisation whose staff want to make a 
difference. 


For further details and an application form (to be returned by Friday 
14th September 2001) please visit www.cefas.co.uk/vacancies.htm, email 
recruitment@cefas.co.uk or phone +44(0)1502 524529 (voicemail) 
quoting ref: PC/69/0). 
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INTERNATIONAL MACROECONOMIST 


The Department of the Treasury is recruiting individuals on a competitive basis to serve 
as resident macroeconomic policy advisors to Ministry of Finance and Central Bank 
officials in transitional and emerging economies. This recruitment is for assignments 
globally with an immediate opening in Croatia. 


QUALIFICATIONS: Candidates should be knowledgeable about economic reform 
issues and be familiar with policy prescriptions and techniques to control inflation. 
Expertise in foreign exchange policy would be a distinct advantage. Candidates should 
also possess expertise in fiscal, monetary, and macroeconomic policies including revenue 
and macroeconomic forecasting and budget management (modeling and analysis). The 
ideal candidate would be a senior professional with solid academic credentials (Ph.D. in 
economics and widely published) and substantial experience in the implementation of 
policy initiatives, He/she should be familiar with IMF/World Bank programs in order to 
advise foreign counterparts on the necessary steps to satisfy the conditionalities of the 
international financial institutions, The candidates must be comfortable and effective in 
dealing with senior officials of foreign governments and be able to carry on an effective 
dialogue with the U.S. Ambassador and members of the U.S. Embassy in the host country, 
officials of the Department of State, US Agency for International Development, and the 
Department of the Treasury. Prior overseas work in challenging environments and 
knowledge of a foreign language would be distinct advantages, but are not mandatory. The 
ability to gain the confidence of the host officials and provide sound but realistic advice in 
an emerging or transitional market environment are critically important. 


Candidates must be U.S. citizens or U.S. resident aliens. 


SALARY AND BENEFITS: Salaries will be negotiated in accordance with program 
regulations based on demonstrated salary history, but will not exceed $125,700. 
Successful applications will be subject to a background investigation at the appropriate 
level. This announcement is open and continuous until September 30, 2001. 

EARE 


U.S. DEPARTMENT OF THE TREASURY 
Office of Technical Assistance 
Attn: Recruitment Coordinator 
Suite 204 
1730 K Street, N. W. 
Washington, D.C. 20006 


above. Please reference Solicitation Number IET-2001-0020 on your cover letter, OF-612 
and resume. Only applicants to be interviewed will be contacted. For application materials, 
visit our web site at www.treas.gov/iet/forms.html and www.eps.gov (search by 
solicitation number [ET-2001-0020), The OF-612 form can also be found at 


ECONOMIST/STATISTICIAN 


The World Gold Council (WGC) is an international organisation 
through which gold mining companies collectively promote and 
expand the demand for gold by consumers and institutions. 


We are looking to recruit an Economist/Statistician based at 
headquarters in London to: 


* Provide statistical and research support to the Official 
Sector Group 


Draft text and prepare statistical data for use in WGC 
publications 


Prepare data on gold related subjects and carry out 
research projects 


Oversee the Official Sector Group's area of the website 


The ideal applicant will have a good economics degree with 
statistics and a minimum of two years, job experience. Excellent 
numeracy and IT skills are essential along with good writing 
skills. This role offers a competitive salary and benefits 
package. 


Interested candidates should send their details to: 


Rebecca Marks 
Human Resources Manager 
World Gold Council 
45 Pall Mall 
London SW1Y 5JG 


email - rebecca.marks @wgclon.gold.org 
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Management Opportunity 
South East Asia 


Crown Agents is urgently seeking a suitably 
qualified individual to take up the post of 
General Manager of a pharmaceutical 
wholesaling organisation in South East Asia. 









Crown Agents 











** WORK IN USA ** 


to make appropriate enquiries and take 
appropriate advice before sending money, 







QOUNTA incurring any expense or entering into a binding 
commitment in relation to an advertisement. The 
Economist Newspaper Limited shall not be 
liable to any person for loss or damage incurred 
or suffered as a result of his/her accepting or 
offering to accept an invitation contained ir any 
advertisement in the Economist. 


TOP Positions, Salaries & Benefits 
Visit us Online for Job Opportunities! 
Affiliates (Recruiters) Needed!! 









w.GreenCardSpecialists.com 








This post is an integral part of a project aimed at Crown Agents is poses 2.o.. 
establishing and maintaining a medical supplies . i perenne s JOB HUNTING INTERNATIONALLY? - 
organisation, capable of serving the needs of a 1 x : ae “1 i 
population of 1 million. The successful applicant a wide range of - aie Waa 1839 ae pia: Resume Mailings . 
will have the following profile: gira ser www.executivejobfinder.com i 
* a broad business management background, heeey i Europe*Asia*Middle EasteU.S.*Affordable/Easy/On Target i 
preferably in pharmaceutical wholesaling Involved in projects -i ; í - 
* strong logistics and financial management skills worth $6 billion a Serving the world’s top executives. XEC | yi IVE i 
* substantial experience in procuring essential year, we operate in ı T: +1.415.383.6200 F: +1.415.388.5164 7 O B I N DER! 
generic drugs and medical supplies ciso patenhip JESS S MSE TRON OR ee Keen mmnwnensanewnmnswwonsesnenee E 
* strong human resource development and with public and 
interpersonal skills : private baaa 
* regional experience in a management role pran ta hes 4 
* understanding of and sensitivity to the political aver 130 countries, DO YOU FEEL LIKE YOUR CORPORATE 
and economic profile of South East Asia with a focus on local 
* demonstrable work experience in difficult capacity building. LADDER HAS RUN OUT OF RUNGS? 


and challenging environments 
Applicants must be available to commence 
work at one month's notice. The initial period of 
contract will run to the end of February 2002, 
with an expected extension until February 2004. 
Please respond with your current CV and covering 
letter to TRPHARMACY @crownagents.co.uk 
no later than Friday September 7th 2001. 
Wwww.crownagents.com 


An equal opportunities employer. 









Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump on the ladder of 
success. Resume Broadcast International assists you in your professional 
search with the personal contact necessary for success from start to 
finish 24 hours a day, 365 days a year. Opportunity is only a phone call 
away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224.3306 @ compuserve.com 


Resume Broadcast International 

P.O. Box 6930, San Diego, California 92166, USA. 
Tel; 619 224 9257, Fax: 619 224 9268 

Email: 102224.3306 @compuserve.com 


TUFTS UNIVERSITY 
The Fletcher School of Law and Diplomacy 
The Fletcher School of Law and Diplomacy, established in 1933 as the first graduate school of international affairs in the USA, seeks two faculty positions. 
| Professor of International Political Economy 


A full-time tenure-track or tenured Associate Professor of International Political Economy beginning in September 2002. This position requires a Ph.D. While 
we encourage applicants at the associate level, we are also interested in applicants at the assistant level with exceptional promise and applicants at the full 
professor level with demonstrated achievement. Attractive areas of subspecialty include international trade, international finance, European integration and 
business-government relations. 


2, Professor of Public International Law 


A full-time tenure-track Associate Professor of Public International Law beginning in September 2002. This position requires a J.D. or equivalent and practical 
legal experience in the public or private sphere. While it is likely that the appointment will be made at the level of associate professor, applicants at the assistant 
level with exceptional promise and applicants at the full professor level with demonstrated achievement also will be considered. The primary responsibility of 
the position will be teaching and scholarship in the area of public international law; sub-specialties or interest in other fields (for example, resources and 
environment, human security, refugee law, regional integration, arms control regimes, or foreign affairs law) also will be taken into account. 


A review of applications for both positions will begin October 15, 2001. Interested candidates should send a cover letter, curriculum vitae, three letters of 
recommendation, and a sample of written work to: 


Chair, International Political Economy Search Committee or 
Chair, International Law Search Committee 
The Fletcher School of Law and Diplomacy 
Tufts University 
Medford, MA 02155 
U.S.A. 


We are committed to increasing the diversity of our faculty. Members of underrepresented groups are strongly encouraged to apply. 


Visit our website at www.fletcher.tufts.edu 
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Tenders 


Republic of Botswana - Tender No. TB 9/3/125/99 - 2000 


PROPOSED UPGRADING OF THE SCOTTISH 
LIVINGSTONE HOSPITAL AT MOLEPOLOLE 


Pre-qualification Tender Notice 


Applications are invited from approved contractors for the 
construction, completion and maintenance of the Upgrading of the 
Scottish Livingstone Hospital at Molepolole comprising; the 
demolitions of existing residential buildings and associated works, 
construction of a new two storey hospital building together with 
associated external works and services and electrical and 
mechanical installations constructed around the exsisting hospital 
site to provide a total building area of approximately forty thousand 
square metres (40000mz2). 


Applications will be available from Monday 20th August 2001 from 
Director, Department of Architecture and Building Services, 
Private Bag 0025, 


Gaborone, 
Botswana. 


Tenders shall be delivered to the Director, Central Tender Board, 
Private Bag 0058, Gaborone or to Room 202, New Ministry of 
Finance Building, not later than 10.00 hours 19th September 2001 
when tenders will be opened in the presence of tenderers wishing to 
attend. Tenders are to be delivered in a suitable envelope bearing 
the tender number and the project title. Telographic, telexed or 
telephonic tenders and tenders delivered after the above-mentioned 
time and date will not be considered. 


Prospective tenderers are advised that tender documents will only be 
issued to those contractors registered with the Central Tender Board 
who can produce proof that they are registered for Grade E and/or 
similar registration in country of origin and joint ventures of the above 
companies and to show evidence of having undertaken building 
works with the present value equivalent to P100Million (Botswana 
Pula) or more. 





Business & Personal 
CANADA... 


à one click away 
. ` 1 A 


Free otiline consultation, 24 hours per dey, 7 dave per week 
Abrams & Krochak 


Canadian Immigration Lawyers 


International 
“Property 


SWITZERLAND 
Lake Geneva & Alps 





OFFSHORE 
TAX-FREE 


Companies world-wide 









Formation and administration of 
companies, opening of bank accounts 
tel/fax/mail forwarding service 





UNITED KINGDOM LONDON 
LAVECO Ltd. 


TeL: +44-207-556-0900 
Fax: +44-207-556-0910 
















Attractive , overlooking views, 1 to 

5 bedrooms, SFr 250'000. Sale to Non- 

Swiss authorized. Leading co 

established in 1975. Experience. Di ` 
REVAC S.A. 

52, Montbrillant, CH-1211 GENEVA 2 

Tel. ++41 22/734 15 40, Fax 734 12 20 
WWww.revac.net 


E-mail: london @laveco.com 






HUNGARY 
Tel.: +36-1-217-96-81 
Fax: +36-1-217-44-14 
E-mail: hungary @laveco.com 







FOR SALE 
LARGE HOUSE 
AND VINEYARD 


NORTH ITALY 
Recently refurbished and modernised 


ROMANIA 
Tel: 440-92-326-329 
Pax: +40-1-313-7177 
E-mail: romania @ laveco.com 


CYPRUS 
Tel.: +357-4-636-919 
Fax; +357-4-636-920 
E-mail: cyprus @laveco.com 


5 beds 3 baths large recept kitchen 
all facilities 
Grounds 7Ha includes 2.6 Ha vineyards 
All southtacing 
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Tel/Fax: 00390141739441 
Email: itinhs @ hotmail.com 
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IF PLANNING A 4377 HECTARES 
SPECIAL ECONOMIC ZONE 
DOESN'T EXCITE YOU. HOW ABOUT 
PLANNING ONE FOR 15% OF THE 
WORLD’S POPULATION. 


CIDCO, a public sector undertaking is building cities for the last 
30 years. Its most prestigious project is the ongoing planning 
and construction of New Bombay (Navi Mumbai). It has now 
decided to develop a Special Economic Zone to invite foreign 
direct investments of US$15 billion and upwards to promote 
national exports by inviting multinational non-polluting 
manufacturing industries. The Special Economic Zone 
admeasuring 4377 Hectares will be deemed to be a foreign 
territory within India. 


It will be the most modern and important Industrial Zone to be 
built in India. The site is in a picturesque area, 12 kms across 
Bombay harbor on the seashore and adjacent to the most 
modern Jawaharlal Nehru Port (JNPT). JNPT handles a million 
plus TEUs annually. 


CIDCO invites Expression of Interest from experienced 
International Urban Planners to prepare a Master Plan for 
the Zone. 


Prequalification requirements: 


a. The consultants/consortium must be of international repute 
and experience with global presence. 


b. The consultants/consortium must have experience in 
preparation of Master Plans and detailed Infrastructure design 
for Planning and Implementation of large Industrial 
Zones/Special Economic Zones/Export processing zones/Free 
Trade Zones etc. 


The following documents have to be furnished for short-listing of 
the consultants/consortium: 


* Names and Addresses of the consultants/consortium, 
Constitution of the Company, year of establishment, 
organizational structure and any other general information. 


* Turnover & Financial statements of last five years. 

* Projects of similar nature executed by the applicant firm. 
* CVs of key personnel. 

Interested consultants/ consortium fulfilling the prerequisites 
above are invited to communicate their interest within 
three weeks from the date of this advertisement at the 
address given below. Shortlisted firms will be invited to 


submit a detailed proposal based on the Terms of Reference 
prepared by CIDCO. 


C/IDCO 


WE MAKE CITIES 


Mail to; Suhas Thakar - General Manager (Special Economic Zone), 2nd Floor, 
Nirmal Building, Nariman Point, Mumbai - 400 021 Tel: 91-22-2022481. 
E-mail: cidco@vsni.com Website: www.cidcoindia.com 
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LUXURY IN OXFORD 


New, luxurious, two-bedroom, self-contamed 
serviced apartments in the centre of Oxford near 
railway station and university colleges 
Maid service, fully equipped kitchen, computer 
with free internet access, central heating, telephone, 
cable T.V., secure entry system. Suit 2-4 persons 
For prospectus: 
Telephone Ambassador's Oxford on 
+44 (0) 1865-849530 or 
Telephone Mobile: +44 (0)7876-203378 
Facsimile: +44 (0) 1865-849533; 

E-mail: karimzahra@ aol.com 








#@*LONDON'S® 


eB Quality serviced apartments offering best value K 

for money. Our apartments offer great savings 
compared tò hotels. Fully serviced, private 

a bathroom, kitchen, TV, telephone, central a 
heating, elevator 

a Centrally located in Kensington area a 


E Tourist Board Approved W 
Ashburn Garden Apartments 
a 3 Ashburn Gardens E 
South Kensington, London SW7 4DG, UK 
EJ 
www.ashburngardens.co.uk 
E = info@ashburngardens.couk E 


Fax: ++44 207 370 6743 


s The Qualiflyer Group 


EUROPE'S LEADING LIGHT 





Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 





CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satellite T.V., 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons 
Brochure by Air-Maill 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 020 7584 4123 Fax: 020 7584 9058. 
info@ksflats.demon.co.uk 

www.ksflats.demon.co.uk 














TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION CONTACT: 


David Wain, 
London 
Tal: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
davidwain @ economist.com 


Ruth Fox, 
London 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 


CROSSAIR 


Tenders 


For further information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 



















East Timor Transitional Administration 
(ETTA) 


Pre-Qualification for 
"'Telecommunications Networks and Services" 
Project No. TNS/2000.5 


East Timor Transitional Administration is seeking pre-qualification 
statements for a Complete Telecommunications System, which shall 
include as a minimum a Global Cellular Mobile System; International 
Gateway; Telephone Switching Platform and Transmission Facilities; and 
Transmission Backbone. 

The solicitation is available on the official 


www.gov.east-timor.org. 


ETTA 


web-site of 


Pre-qualification documents shall be received no later than 12:00 p.m., 
local time, Saturday, 15 September 2001 at the address noted on page 13 
of the solicitation documents, Part A: General, paragraph 5.1. 


Tibor Giffel 
Chief Procurement Officer ETTA 


ruthtox @ economist.com 
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Business Opportunities Business & Personal 


SPECIFIC PROCUREMENT NOTICE 
Invitation for Prequalification 


We have over 25 years of experience 
in facilitating international and offshore 
business with 30 offices and over 350 staff 
around the world 


Offshore Companies 


with bank 
ARE YOU 


Trading or investing internationally? 


Tajikistan: Dushanbe Water Supply Project 


Performance-Based Service Contract for 
the provision of urban water supply system services 


introductions 


The Government of the Republic of Tajikistan intends to apply for a credit (hereinafter called 
“loan”) from the International Development Association (hereinafter called “Bank™) for the benefit 
of Dushanbe Vodokanal (hereinafter called “DVK"™) toward the cost of the Dushanbe Water Supply 
Project, and it intends to apply the proceeds to eligible payments under the contract “Performance- 
Based Service Contract for the Provision of Urban Water Supply System Services - Dushanbe 


Water Supply Project”-Contract #6. Seeking tax management solutions? 


The Dushanbe Water Supply Project Coordination Unit (hereinafter called “PCU") intends to 
prequalify Applicants for a Performance Based Service Contract, The Dushanbe Water Supply 
Project will be executed by the Dushanbe Vodokanal, The successful bidder under an incentive- 
based contract with DVK shall manage aod implement, with the full involvement of DVK 
management and staff, the improvements to the water supply systems, including investment 
identification and procurement, and the commercial and financial systems. It is expected that 
invitations to bid will be made in October 2001, 


Working or living overseas? 
Seeking to protect your assets? 
Setting up a business overseas? 


A tax professional seeking solutions? 
Prequalification will be conducted through prequalification procedures specified in the World 
Bank's Guidelines: Procurement under IBRD Loans and IDA Credits, January 1995 (revised 
January and August 1996 and September 1997 and January 1999), and is open to all bidders from 
eligible source countries, as defined in the Guidelines 


Then you should contact us. 


Interested eligible bidders may obtain further information from Monday to Friday and inspect the 
prequalification documents at the PCU (address below) from 10:00 AM to 5:00 PM. A complete set 
of prequalification documents in English may be purchased by interested bidders on the submission 
of a written application to the address below and upon payment of a nonrefundable fee in an amount 
of USS 180.00. The fee can be paid by direct deposit/transter onto the PCU account. Further details 
on the account and SWIFT number can be obtained by fax or electronic mail to the address below 
The document will be sent by courier services. 


London - 


Finland - 
44 » 355 


WORLD WIDI 
www.ocra.com 


Luxembourg Hungary 


Applications for prequalification should be submitted in sealed envelopes, delivered to the address 


n Fi " ery if OCTA ry ta 7 ff E » | è E - 
below by September 21, 2001 and be clearly marked “Application to Prequalify for a Performance- EMAI CCONORWSTROCFR: COM 


Based Service Contract for the Provision of Urban Water Supply System Services-Dushanbe Water 


Cyprus - 
Supply Project. Contract #6” nt 


Singapore Isle of Man 


Dushanbe Water Supply Project Coordination Unit 
14A Ayni Street, Dushanbe, Tajikistan 
Atin: Mr, Behruz Safarov, PCU Director 
Tel: (992 372) 21 45 62 Fax: (992 372) 21 62 23 
Internet: dwspcu@ mail.ru 


Madeira Hong Kong 


ra 





The Economist August 18th 2001 


e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


) Yor OFFSHORE & UK COMPANIES @ the best prices contact us today) 


y 


LICENSED CO. AN 
& TRUST MANAGEMENT 





Private Bank 


FOR PROFIT, PRIVACY 
AND TAX PROTECTION 


T 1-604-444-1234 
Email: taxhavens@aol.com 


www. ownyourownbank.com 





2nd Citizenship 
2nd Passport 





Belize Passport Consultants Ltd. 
Fax: + 501 8 23785 


Tel: + 501 1 49830 


Email: Passport @ Belize.com 
www. Belize. com 





‘ 
yt 
in 
4 | 
j 


/ Inww.sctg 








& cost-effective prices 
United Kingdom 


Tets+44. (0) 20 76369618 Fax: +44 (0) 20 76369617 


Delaware 


Tel: +1302) 4784460 
Faw: + 1 (302) 4784467 
e-mail: econ-dëlPcom-exp.com 


Company CE) Express 





our FT Magazine Recommended interactive websi, | 


art if 


FREE details and n 


roup.com/ec/ / 


90-100 Sydney St., Chelsea 
London SW3 6NJ 
Tet +44 (0) 20 7352 2274 


+44 (0) 20 7795 0016 


LONDON: 





For immediate, friendly advice, please contact: 

Helen Harper LL. B (Hons), Dip. Law, AOI 
E-mail: helen@scigroup.com 

Charles Baker M.A. (Hons) 


charies@scigroup.com 





Janson Lotery B.Sc (Hons) 


E-mail: janson@sctgroup.com 











Oia 


A GLOBAL PROVIDER OF 
OFFSHORE COMPANIES & SERVICES 


a f IN ASSFT . AFT ARDING WEA $ 
www.offshore4business.com 
Email: offshore®4business.com 


Tel: +44 (20) 7514 9902 
Fax: +44 (20) 7514 9912 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO 


MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
Www. minerva-press.co.uk 
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OFFSHORE COMPANIES 


rit 
pani 


ina i H yi 


tact Stella Ho! 
NACS LTD 


Idod., d"t 








Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 
savings in tax. We provide a full range of onshore 
and offshore services designed to save tax for 


SOVEREIGN 


Se eS ee 


VISIT OUR WEBSITE 
SovereignGroup.com 


you and/or your company. Call us and we will 


be pleased to show you how our services 


can save you money and maximise the 


value of your assets. 


business 
& personal 


tax solutions 
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The offshore professionals since 1977 


COMPAN 


LONDON,UK 
Peyman Zia, Director 
INTERNATIONAL COMPANY 
SERVICES (UK) LTD, 
Tel: +44 20 7493 4244 
Fax: +44 20 7491 0605 
Email: uk@ICSL.com 


IES AND TRUSTS EXPERTLY FORMED AND Ap 


IRELAND 
Eilish Murphy 
INTERNATIONAL COMPANY 
SERVICES (IRELAND) LTD. 
Tel: +353 1 661 8490 
Fax: +353 1 661 8493 
Email: irl@ICSL.com 


MINISTERED 


USA & CANADA 
Jerry Bakerjian BBA, Director 
INTERNATIONAL COMPANY 

SERVICES (USA) INC. 
Tel: +1 954 943 1498 
Fax: +1 954 943 1499 

Email: usa@®ICSL.com 


www.ICSL.com is a registered business name of International Company Services Limited 











consultancy 


The most efficient and transparent 
communication tool and Internet service 
for Organizations and Consultants 


If your Organization pursues 
bilateral or international donor-tunded 
projects (World Bank, European 
USAID, 
require a fast and economical way to 
tind the best Consultant, then register 


on GoConsuiltancy’s online database 


| and you 


fe 
COMMISSION 


Organizations have direct occess to 
a vast database of Consultants when 
f f f 
looking for expertise for specific 
9 i p 


projects 


If you are o Consultant experienced 
in donor-funded (World Bank 

European Commission, USAID, ...) or 
private sector projects, then register 
on GoConsultancy's online database 


Consultants have the unique and 
free of charge opportunity to 
make their qualifications and expe 
rience known gnd occessible to 
organizations worldwide 








HONG KONG ISLE of MAN: 
Stuart Stobie Paul Brennock Simon Denton 

tei +852 2542 1177 wi +44 1624 699600 tei +44 (0)20 7479 7070 
Fax +852 2545 0550 Fas +44 1624 699801 Fax +44 (0)20 7439 4436 
hk @ SovereignGroup.com iom@SovereignGroup.com uk@SovereignGroup.com 


UNITED KINGDOM U.S.A 

William H. Byrnes 

w +1 (305) 474 2466 

Fax +1 (305) 474 2469 

usa @ SovereignGroup.com 


Visit the website : 


www.goconsultancy.com 
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á Economic and financial indicators 












































































































































































































































Overview 
Output, demand and jobs 
America’s industrial output fell by 0.1% in ‘change at Sanusl rate i - , 
i e Economist poll Industrial Retail sales Unemployment 
July, the tenth consecutive month of de- GDP GDP forecasts aa E EG: % rate 
cline. Capacity utilisation dropped to its low- igtr 1year 2001 2002 1 year 1 year latest yearago 
est since 1983. Producer-price inflation Australia +43 +21 01 +26 +40 -14 Q +07 È 6.9 Jul 6.1 
slowed to 1.5% inthe year to July from 2.5% Austria _ +48 422 M FiS ELS -3.6 May -15 Ap 3.8 Jul 3.6 
in June, led by the largest monthly dropin Belgium +18 +24 M +21 +24 -05 Jun? -3.4 May 11.1 Jul" 11.2 
energy prices in 12 years. Retail sales (by Britain +10 +21 02 +22 +27 _~ 2.2 Jun + 6.0 Jul 5.0 Junt 5.5 
value) were flat in July for the second month Canada +25 +26 Ml +22 +31 -0.7 May + 3.6 May 7-0 3l 68 
in a row. The dollar fell sharply against the Denmark -46 +10 0 +14 +21 +44 Jn +30 Jn 5.2 Jun 54 
euro and the yen after an IMF report said that France +20 +2.7 Uu + 2.2 + 2.4 + 1.9 May -2.5 May 8.8 Jun 9.5 
America’s current-account deficitraisedthe  Sermany tia Taen tii +20  +bl3m ee 95 
; Hg Italy - 0.5** 4+ 2.0 02 +20 +2.3 - 3.1 Jun - 1.2 May 9.6 Apr 10.7 
risk ofa sharp dollar depreciation. Sa OS 402 Gl EUS +07 -E7 aa 10. 6D 
Netherlands +16 +15 02 +20 +28 +0.7 Jn +15 Mar 1.8 Juni 2.7 
Inflation was mixed in the euro area in July, Spain +41 +33 01 42.7 è 29 42.6 Jun na —  128Jun 14.2 
but the trend remains downward. Spain’s in- Sweden +26 +23 01 42.2 +27 -1.0 May +1.9 May 42 Jun? 5.1 
flation rate slowed to 3.9% intheyearto July Switzerland +74 +25 011 +17 +20 +5.1 Qi" -07 May (1.7 æ’ 1.8 
from 4.2% in June, while France’s was un- United States +07 +13 02 + 1.6 + 2.7 32 Jl + 2.5 Apr 4.5 Jul 4.0 
changed at 2.1%. But Dutch inflation rose Euroarea +20 +25 0 +19 +23 -01 May +05 May 8.3 Jun 8.9 
slightly to 4.6%. German consumers are *Not seasonally adjusted. New series. +Mar-May; claimant count rate 3.2% in Jun. SApr-Jun. **Corrected, 
proving less robust than their American 
counterparts: the volume of retail sales fell 
by 1.8% in June after a 1.4% fallin May. Prices and wages 
% change at annual rate 
The Economist poll 
The Bank of Japan announced a further eas- Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
ing of monetary policy this week. The Nikkei lyear yearago 2001 2002 lyear yearago lyear year ago 
225 rebounded sharply froma 16-year lowon Australia "he M eee 4 39 + 2.4 +5.6 Q2 +74 ESI Q2 + 3,9 
the news, rising by almost 4% ina day. Ja- Austria _ +28 Jun +27 +25 +18 +19 Jul +46 +2.7 Jun + 2.0 
pan’s GDP growth in the first quarter was re- Belgium +27 Jul + 28 + 2.6 #20 +5,3 May +86 +26 @ + 2.2 
vised up to 0.5% at an annual rate from an vee + ae jul + = + ta + a a Jul ed + t: Jun + = 
+ sas . . 0 nada +3.3 Jun +2. + 2. + 2. + 1.7 Jun + 5. + 0.5 May + 3. 
initial estimate of minus 0.8%. ne ele ae ee ET car bh +58 338 oe BE 
oe a, ae . France +21 Jul +17 +18 + 1.5 + 2.3 Jun +60 +43 Qi + 5.2 
Britain’s consumer-price inflation fell to Germany +26 Wl +19 +27 +i? +22 M ©55 +ib My 4 2.2 
1.6% in July. Underlying inflation, whichex- italy __ +29 bd +26. 628 +20 +23 dn 060. 3279 4-8 
cludes mortgage interest payments, fell to Japan 05 3n -07 -04 -04 +0.8 Jul -04 +09 Jun +28 
2.2%. Meanwhile, the government's pre- Netherlands +46 Jul +28 +46 + 2.7 +43 Jun +88 +43 Jun + 3.2 
ferred measure of unemployment edged up Spain + 3.9 Jul +36 +37 +28 +24 Jun +58 +22 U + 24 
to 5.0% in the three months to June. Sweden Žž +2.9 Jul +12 + 2.3 +18 + 2.2 Jun + 3.7 + 2.7 May’ + 1.9 
Switzerland +14 Jul +19 tin 6-13 +02 Jul +29 + 1.32000 + 0.3 
—_ $$ A a A, + 3.2 + 2.2 +15 Jul + 4.3 +44 Jul + 3.6 
Data on more countries are available to Euro area + 3.0 Jun +24 + 2.8 + 1.9 +3.3 Jun + 5.6 + 2.6 QI + 2.4 
subscribers on www.economist.com *Not seasonally adjusted. 
i Australia GDP 
In the nine years up to the middle of % increase on a year earlier | 
2000, Australia enjoyed remarkable Australia $ ii 
economic growth, averaging more than = 5 2.5 
4% a year. Unemployment fell, productiv- 4 2.0 
ity growth increased, and inflation was 3 15 
low. The economy slowed sharply in the 2 1.0 
fourth quarter of 2000, under the weight A 03 
ofhigher world energy prices and a slow- : 3 
ing American economy. However, the . yR $9 Sen ep T A 
OECD says in its latest survey of the econ- 
omy that the slowdown should be short- 
tived—although that depends in parton = 
America. Tax cuts should help to support 2 9.0 
demand, and low inflation has given the 0 8.5 
Reserve Bank room to cutinterest rates. 5 8.0 
The oeco lauds tax reforms that began to 10 7.5 
take effect last year, to broaden the indi- 15 7.0 
rect-tax base and to reduce high effective $ 6.5 
marginal rates of income tax. The Paris- sy 6.0 
based economists also like the look of re- | — i eet © 
cent labour-market reforms. 1997 98 99 2000 O1* 02 1997 98 99 2000 01" 02° 
Source: OECD “Forecast 'Private-consumption deflator ‘Excluding Hungary, Mexico, Poland and Turkey 
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Money and interest rates 
Money supply* Interest rates % p.a. (Aug 15th 2001) 

% change on year ago 3-mth money market 2-year 10-yeargov'tbonds corporate 

narrow broad latest  yearago gov'tbonds latest —_yearago bonds 
Australia +15.8 +7.0 Jun 5.01 6.48 5.10 5.78 6.24 7.26 
Britain + 6.7 + 7.7 Jun 4.91 6.09 5.05 4.91 5.27 6.15 
Canada +10.5 + 6.6 Jun 3.97 5.65 4.51 5.58 5.79 7.13 
Denmark +34 - 5.5 Jun 4.75 5.55 4.48 5.02 5.57 7.04 
Japan + 8.7 + 3.3 Jul 0.03 0.28 0.04 1.30 1.76 1.42 
Sweden + 7.2 + 5.0 Jun 4.25 4.04 4.44 5.02 5.28 5.20 
Switzerland nil  +3.6 Jun 3.15 3.43 3.19 3.22 3.89 4.02 
United States + 1.6 +11.3 Jun 3.53 6.48 3.77 5.07 5.96 6.94 
Euro area +42 +6.33 Jun 4.36 5.01 4.01 4.75 5.14 5.39 


*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. 'Germany for bonds. È Aug 8th. Benchmarks: US 30-year 
5.52%, Japan No.233 1.30%. Central bank rates: US fed funds 3.75%, ECB refinancing 4.50%, BOJ overnight call 0.01%, BOE repo 5.00%. 
Sources: Commerzbank, Danske Bank, J.P. Margan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, 
Westpac, Thomson Financial Datastream. Rates cannot be construed as banks’ offers. 








Stockmarkets 
Market indices 
eee | ee ee 
2001 one record Dec 31st 2000 
Aug 15th high low week high inlocal in$ 
currency terms 
Australia na 307. 425. $ $ - 34 +49 -0ő 
Austria (A 1,218.2 1,245.8 1,052.2 - 0.1 -29.9 +13.5 +10.2 
3,030.4 2,591.6 - 14 -21.7 -46 -74 














































5,461.6 
7,532.7 


6,334.5 
9,348.4 


- 0.3 
= 1.6 


-21.2 
=33.9 


-12.2 
-15.7 


-15.5 
-17.3 


5,275.7 
7,415.5 








































me 250.2** 294.3 234.7 - 14 -17.1 -~55 - 8.0 
3,177.3 3,820.2 3,084.7 = 1,1 -27.6 -15.8 -18.2 

H 40) 4,934.0 5,998.5 4,773.2 = 1.0 -28.7 =16.7 -19.2 
5,455.4 6,795.1 5,388.0 - 2.8 -32.4 -15.2 -17.7 



























1,948.4 1,555.8 
14,529.4 11,477.6 
1,441.0 1,162.0 
642.3 518.3 
963.9 798.6 


= 1.3 
= 3.4 
- 19 
= 15 
- 0.2 


-27.2 
-69.8 
-58.6 
-24.1 
-28.1 


-17.0 
=14.7 
- 7.0 
-16.5 
- 6.4 


-19.5 
-18.8 
-11.4 
-18.9 
- 9.2 


11,755.4 
1,194.3 
532.7 
824.0 















Spain (Madrid S 


2,859.2 


















1,059.1 
World bond market (Salomon)? 448.2 
*In euro terms. TMorgan Stan 


1,249.2 
447.8 


1,014.6 
420.6 
Capital International index includes individual markets listed 


+ 0.3 
+ 2.7 









The Economist commodity price index 


1995=100 
% change on 
Aug7th Aug 14th* one one 
month year 
Dollar index 
All items 68.4 68.8 -2.2 -43 
Food 69.4 70.2 -1.5 +14 
Industrials 
All 67.1 67.0 -3.1 -11.4 
Nfal 68.7 68.9 +07 +0.1 
Metals 65.8 65.4 -6.3 -19.4 
Sterling index 
All items 76.1 74.3 -62 -1.2 
Euro index 
All items 102.7 100.9 -7.2 -26 
Yen index 
All items 90.1 89.2 -48 +46.9 
Gold 


$ per oz 266.45 274.50 +24 -0.1 
West Texas Intermediate 


$ per barrel 28.13 28.08 +11.1 -10.5 
* Provisional. t Non-food agriculturals. 








tSalomon Smith Barney World rnment Bond Index, total return, in dollar terms, **New i rsa ate pas “eee 
Trade, exchange rates and budgets 
Trade balance*, $bn Current account Exchange rate Currency units Budget 
latest 12 $bn The Economist poll trade-weighted per per per per balance 
months latest 12 mths % of GDP, forecast Aug 15th year ago $ £ euro ¥100 % of GDP 
2001 2002 Aug 15th year ago 20014 
Australia - 0.1 Jun - 12.9 Q1 - 2.9 - 3.1 72.6 78.0 1.90 1.70 2.73 1.73 1.58 0.1 
Austria 5.6 Apr - 4.3 Jun ~ 2.3 ~ 2.2 100.4 99.8 15.1 15.1 21.7 13.8 12.6 -0.6 
um + 10.6 Jun + 11.2 Mar + 4.3 +45 99.3 98.3 44.3 44.3 63.7 40.3 36.9 0.7 
Britain - 44.0 May - 19.2 M - 1.8 - 2.1 104.2 107.4 0.70 0.67 0.63 0.58 1.2 
Canada + 48.2 May + 22.2 M + 3.1 + 2.4 78,3 80.5 1.53 1.48 2.20 1.40 1.28 2.6 
Denmark + 6.9 Jun + 4.5 Jun + 1.4 +14 102.6 100.2 8.17 8.18 11.7 7.44 6.81 2.9 
France 0.2 May + 14.0 Ma + 1.6 + 1.6 102.0 101.0 7.20 7.20 10.4 6.56 6.00 -0.5 



























Germa 2.15 2.15 3.09 1.96 1.79 
Ita 2,125 2,124 3,056 1,936 1,772 ` 
sapan + 90.4 Jun + 96.3 Jun + 2.2 + 2.1 139.6 153.1 120 109 172 109 - -6.3 
+ 17.8 May + 16.0 Qi + 3.9 + 3.9 98.3 97.1 2.42 2.42 3.48 2.20 2.02 1.3 
- 38.2 May - 15.9 Apr ~- 2.8 - 2.3 74.4 73.7 183 183 263 166 152 nil 
“i + 12.8 Jun + 5.6 Jun + 2.1 + 2.3 76.0 82.7 10.14 9.22 14.6 9.24 8.46 3.6 
Switzerland + 0.1 Jun + 28.3 Q1 +11.0 +10.8 109.0 104.7 1.67 1.71 240. - 152 1,39 na 
United States -455.5 May -449.3 Q1 -4.1 - 4.0 116.9 111.8 = - 1.44 0.91 0.83 2.1 
Euro area =- 12 - 30.6 May -= 0.2 - 0.1 79.6 78.1 1.10 1.10 1.58 =- 0.92 -0.6 























*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. t1990=100, Bank of England. OECD estimate. 
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Overview 


Latin America’s two biggest economies are 
in trouble. In Brazil, output fell by 1% in the 
second quarter, the first quarterly decline 
since the currency crisis of 1998. This re- 
duced the year-on-year rate of growth to 
0.8%, much lower than had been forecast. 
Mexico's GDP fell for the third consecutive 
quarter, leaving output flat on a year ago. 
Stockmarkets fell by almost 2% in both coun- 
tries over the week. 


Taiwan’s exports fell by 28% in the year to 
July. Indonesia’s GDP slowed to 3.5% in the 
year to the second quarter. 


The Warsaw stockmarket index fell to a 32- 
month low as investors worried about a gov- 
ernment austerity package and possible re- 
cession. 
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Economy 
% change on year earlier Latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 
China +78 a +81 wl +15 m +19.9 Jul  +20.52000 182.0 May 
Hong Kong +25 M -0.1 a - 1.1 Jun -12.1 lun +88 M 114.6 Jui 
India _ +57 U +15 Jn + 3.4 Jun -5.3 Wun -23 Q 40.9 Jul 
Indonesia +35 G #45 œ +130 Jul +248 Jun +63 M 27.9 Jun 
Malaysia +3.2 M -9.9 Jun +14 Jul +15.3 Jun +84 04 25.6 Jun 
Philippines +25 M +20 May +68 M +61 My +85 Ap 12.5 May 
Singapore -0.9 -16.1 Jun +12 un +77 Jm +226 @ 76.0 May 
South Korea +37 a - 2.7 Jun + 5.0 Jul +14.0 Jul +13.8 Jun 94.3 Jun 
Taiwan +11 a1 -11.3 Jun +0.1 Jul +12.6 Jl +12.0 @ı 109.1 Jun 
Thailand +18 a + 1.7 Jun + 2.2 Jul + 3.1 Jun + 6.9 Jun 31.0 Jun 
Argentina © -2.1 Qi - 2.9 Jun -10 WwW j+23 jun -90 a 21.1 Jun 
Brazil +08 à -14 dun + 7.8 Jol -16 3 -26.8 un 37.3 dun 
Chile +33 M  +6,3 Jun + 3.2 Jul +17 Jun -14 a 14.3 Jun 
Colombia +17 a -2.6 jun +81 Jul +15 My -07 @ 9.5 Jul 
Mexico mil œa -39 Jun +59 W -95 3n -178 40.8 Jun 
Peru ___ = 2.3 Jun + 1,3 May + 2.2 Jul -0.2 Jun -17 a 8.3 May 
Venezuela +3.5 a1 na +13.0 Jul +17.2 t +125 a1 10.5 Jun 
Egypt + 6.5 20001 3 + 9.4 2000! + 2.2 May =9§.9 M -0.2 M 13.0 Apr 
Israel +14 @  +0.3 M + 0.7 Jun -7.3 W -11 M 23.9 Jul 
South Africa +27 1 + 3.1 Jun + 6.3 Jun +4.1 Jun +01 M 61 Jun 
Turkey -1.9 a1 -10.4 Jun +56.3 Jul -22.8 May -5.4 May 16.6 Jun 
CzechRepublic +38 ù +37 Jun +59 W ç č =34 tn -27 @ 12.9 Jul 
Hungary +44 M -0.4 Jun +94 Jul -2.4 Jun -1.7 Jun 119 Jul 
Poland | + 2.3 M -48 Jun +62 Xn -10.1 Jn -7.2 Jun 27.0 Jul 
Russia +49 ü + 3.7 Jun +22.2 Jul +59.5 Jun +45.9 M 31.3 Jun 


*Excluding gold, except Singapore; IMF definition. tear ending June. tNew series 



























































































































































Financial markets 
Currency units Interest rates  Stockmarkets % change on 
per $ per £ short-term Aug 15th Dec 31st 2000 
Aug 15th yearago Aug 15th % p.a. one in local in$ 
week curren terms 
China 8.28 8.28 11.9 na 2,035.4 +2.6 -7.2 -7.2 
Hong Kong 7.80 7.80 11.2 3.38 12,141.6 EE -19.6 -19.6 
India 47.1 45.6 67.8 6.96 3,331.9  +0.9 -16.1 -16.9 
Indonesia 8,775 8,525 12,621 17.49 436.4 -1.4 +48 +15.6 
Malaysia 3.80 3.80 5.47 3.30 656.3 -0.1 -3A JA 
Philippines 51.2 44.8 73.7 10.69 1,325.2 +13 -113 -13.5 
Singapore 1.75 1.72 2.51 2.31 1,644.7 +0.2 -14.6 -15.2 
South Korea 1,279 1,115 1,840 _ ABe - SIDI SZO +14.4 +13.1 
Taiwan 34.6 31.1 49.7 3.85 4,623.1 +2.4 -2.5 -6.7 
Thailand 44.9 40.9 64.5 3.13 317.8 = 1.6 +18.0 +14.1 
Argentina L 100 1.44 21.76 326.9 +2.4 -21.6 -21.7 
Brazil 2.50 1.80 3.60 19.00 13,672.3 -1.9 -12.4 -31.7 
ae 4.91" 5,686.6 +30 +168 -31 
Colombia 2,293 2,176 3,298 12.53 990.5 AD oa , E - ee 
Mexico 910 9.33 13.1 zI  G S42.2 -1.6 +15.7 +22.3 
Peru 3.49 3.47 AG ` SA 1,355.1 +0.6 +12.1 +13.3 
Venezuela 729 689 1,049 14.79 6,948. 5 -4.3 +2.3 -1.9 
Egypt 425 349 6l 9.00 5,693 +43 -257 -N9 
Israel ee 4.06 6.09 4.53 431.6 -2.0 -12.7 -16.7 
South Africa 8.24 7.00 119 9.66 8,668.3 +1.7 +41 -44 
Tu 1,475, 000 646,125 2,121,493 65.00 9,233.6 -3.6 -2.2 -55.5 






































Czech Republic 37.2 39.4 53.5 5.59 375.6 +4.8 -21.5 -20.6 
Hungary |= 276 290 397 11.00 6,492.1 -1.3 -17.3 =15.4 
Poland 626 E G33 M 12,500.2** -2.2 -30.0 -32.0 
Russia 29.4 27.7 42.2 25.00 194.0}? +19 +38.7 +35.4 
EMF (MSCI)? 1.00 1.00 1.44 na 3057 +08 na -8.4 
EMBI+ 1.00 1.00 1.44 na 206.1 +0.2 na +2.1 


*Inflation adjusted. tin $ terms. tEmerging Markets Free, 8J.P. Morgan Chase's Emerging Markets Bond Index Plus. **August 14th. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Reac; 


J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel; Standard 
Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 


Data on more countries are available to subscribers on www.economist.com 
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The resource is people. The tools are education and training. We offer our 


partners these tools in many disciplines, from oil exploration to finance. 





We have even provided technical and academic courses at universities. 
These tools are offered to our employees in the countries where we operate. But, in the end. 


they benefit us all. Because by helping build a country’s trevron 
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work force, we're also developing an industry's next 





generation of leaders 
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on IBM's fastest computer? 
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Source: IBM press release 
When IBM wanted to show off 
their fastest new computer, 
IBM chose Oracle. 
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ORACLE 


SOFTWARE POWERS THE INTERNET’ 





As of June 22, 2001 Oracle, $34.18/tpmC on “oracle.com 
IBM eServer pSeries 680, available 4/13/01. 

TPC Benchmark is a trademark of the Transaction 

Processing Performance Council (TPC). 
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The world this week 


lhe 
August 25th 2001 


America cuts again 


i US fed funds target rate 
% 


As had been widely expected, 
America’s Federal Reserve cut 
interest rates by a quarter of a 
percentage point to 3.5%, the 
lowest level since 1994. The 
Fed cited falling profits and in- 
vestment in American busi- 
nesses, and weakening 
demand for exports. It also 
suggested that the next move 
would probably be another 
cut. America’s trade deficit in 
goods and services grew to 
$29.4 billion in June, almost $1 
billion up on May; both im- 
ports and exports declined as 
the world economy sputtered. 





In San Sebastian, in Spain’s 
Basque region, a small bomb 
hidden in a toy car badly 
wounded an infant and killed 
his grandmother. Not an ETA 
bomb, said those terrorists’ 
friends. Few believed them. In 
towns nearby, police later 
seized weapons, 160kg of ex- 
plosives and the real car in- 
tended to carry it. 


Having sent an advance 
guard, NATO decided to push 
on with its full arms-collecting 


mission in Macedonia, de- 
spite many breaches of the 
supposed ceasefire. 


After talking to Joschka Fi- 
scher, the German foreign 
minister, who was trying to 
mediate in the Middle East 
peace process, Yasser Arafat, 
the Palestinian leader, and 
Shimon Peres, Israel's foreign 
minister, said they were ready 
to meet, perhaps in Berlin. No 
date was set. Five Palestinians 
were shot dead by Israeli sol- 
diers in Nablus, and a car 
bomb exploded in Jerusalem. 
The European monitoring 
force in Hebron announced 
thatit was ending its patrols 
because of increased violence. 


After 11 days of talks, the IMF 
announced that it would offer 
Argentina a new loan of $8 
billion, of which $3 billion is 
to support a “voluntary and 
market-based” debt restructur- 
ing. Argentina’s government 
promised a new law reform- 
ing provincial finance. Prices 
of Argentine bonds and 
shares rose, but credit-rating 
agencies said the deal was not 
enough to persuade them to 
upgrade Argentine debt. 


Settling scores 





Within days of last week’s 
murder of Francois Santoni, a 
prominent Corsican 
nationalist, an associate of 
his was found murdered, with 
another man. A further set- 
tling of intra-nationalist ac- 
counts? 





As Britain’s Conservative 
Party squabbled over the elec- 
tion of a new leader, Margaret 
Thatcher denounced Euro- 
phile Kenneth Clarke and 
backed Europhobic Iain Dun- 
can Smith. Others queued up 
to denounce Lady Thatcher. 


Although a cabinet decision is 
yet to come, Italy’s prime min- 
ister, Silvio Berlusconi, indi- 
cated that Italy would stick to 
its earlier intention of getting 
November’s FAO summit 
meeting shifted from Rome, 
probably to an African city. A 
meeting of NATO defence 
ministers in September will be 
moved from Naples itself to a 
nearby military base. 


Poland’s main political par- 
ties signed an agreement to co- 
operate, whoever won the 
election of September 23rd, in 
its effort to gain membership 
of the European Union. 


Industrial production in the 
euro area rose in June by 
0.6%, making an increase of 
1.4% over the previous 12 
months. However, production 
contracted in both the first and 
second quarters and the out- 
look appears gloomy. Infla- 
tion fell to 2.8% in the year to 
July, strengthening the 
chances that the European 
Central Bank will cut interest 
rates when it meets next week. 


Cabinet maker 

In Iran, the reformist majority 
in Parliament ratified Presi- 
dent Muhammad Khatami’s 
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nominations to his new cabi- 


net, despite earlier threats to 
reject them. 


After widespread condemna- 
tion of their arrests, 75 Chris- 

tian and anti-Syrian activists 

were released from prison in 

Lebanon. 


The Great Helmsman departs 





Senator Jesse Helms, conser- 
vative scourge of the United 
Nations, Fidel Castro, the In- 
ternational Criminal Court, 
the anti-smoking lobby and 
many other things, an- 
nounced that he would retire 
from the Senate in 2003, rather 
than seek a sixth term. 


As work was due to com- 
mence to clear the ground for 
an eventual missile-defence 
testing site in Alaska, America 
insisted it would withdraw 
from the ABM treaty unilat- 
erally if necessary. Russia an- 
nounced it was willing to 
make “certain amendments” 
to the treaty. 


A WTO report lambasted an 
American system of tax 
breaks to exporters worth 
some $4 billion. The foreign 
sales corporation scheme was 
changed last year after com- 
plaints by the ev but is still in 
breach of wTo rules. If Amer- 
ica does not appeal against the 
findings before a mid-October 
deadline, the eu has promised 
retaliatory sanctions that 
could spark a full-scale trade 
war. dd 





> A federal judge in America re- 
jected environmentalists’ 
pleas for protection for a 
dwindling population 
(around 350) of Beluga 
whales in the Cook Inlet in 
Alaska. 


In the latest move in a long- 
running dispute, Canada said 
it would ask the World Trade 
Organisation to rule against a 
decision earlier this month by 
the United States to slap tariffs 
of at least 19.3% on imports of 
Canadian lumber. 


Colombia’s public prosecutor 
formally charged three sus- 
pected members of the IRA 
with training the FARC guer- 
rillas and carrying false pass- 
ports. Meanwhile, the 
country’s Supreme Court ap- 
proved an American request 
for the extradition of three 
drug traffickers. One of them, 
Fabio Ochoa, was an associate 
of the late Pablo Escobar, a no- 
torious Medellin trafficker. 


Trying Cambodia’s past 
Cambodia confirmed that 
Khieu Samphan will stand 
trial in connection with atroc- 
ities carried out during the 
Khmer Rouge regime of 1975- 
79. Mr Khieu Samphan, who 
was president of the regime, 
denies that he was involved 
and maintains that Pol Pot 





Another view 


was in charge. Pol Pot died in 
1998. 





In the Philippines’ worst fire 
for five years, more than 70 
people died in a Manila hotel. 
Investigators said the emer- 
gency exits were locked. 


Sri Lanka’s separatist Tamil Ti- 
gers stepped up their attacks 
in the 18-year-old civil war, 
killing 15 people in a police 
station and blowing up a bus, 
injuring 15 passengers. The 
government put the capital, 
Colombo, on alert for further 
attacks. 


Police in Bangladesh said that 
all the country’s jails were full 
after 58,000 people suspected 
of criminal activity had been 
arrested ahead of a general 
election due in October. 


Computer error 

Poor results at Hewlett-Pack- 
ard led to rumours that Carly 
Fiorina, the computer giant’s 
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glamorous chief executive of 
the past two years, might go. 
But HP’s board expressed its 
“100% support” for Ms Fiorina 
and her efforts to restructure 
the company. She showed no 
sign of shifting. 


Fujitsu, a struggling Japanese 
chip maker, announced a re- 
structuring in the face of col- 
lapsing chip prices around the 
world. Around 16,400 jobs 
will go, nearly 10% of the total 
workforce. 


Shares in Excite@home, an 
American Internet service pro- 
vider and media company, 
suffered a fall of 46% as ru- 
mours spread that the com- 
pany would declare itself 
bankrupt. 


Tempus omnia revelat 

WPP, the world’s biggest ad- 
vertising agency, trumped last 
month's bid by Havas, a 
French rival, for Tempus, a 
British media-buying com- 
pany in which it already owns 
a 22% stake. The British 
agency’s bid values the com- 
pany at around £437m 
($631m); Havas is mulling 
whether to improve its offer. 
wep and Havas both released 
results for the first half that 
showed some growth despite 
a dramatic downturn in the 
advertising industry. 








Deutsche Post, Germany’s 
part-privatised postal service, 
announced that operating pro- 
fit for the first half was up 5.5% 
compared with a year ago, to 
€1.4 billion ($1.26 billion). The 
main contributor was old- 
fashioned mail delivery. The 
German government recently 
agreed to extend the com- 
pany’s postal monopoly until 
2007. 


Novartis, a giant Swiss 
pharmaceutical company, re- 
ceived the welcome news that 
its “blockbuster” cancer drug, 
Zometa, had been approved 
by America’s Food and Drug 
Administration. 


Credit Suisse First Boston, an 
investment bank that has had 
its fair share of regulatory dif- 
ficulties of late, appointed 
Gary Lynch as its senior legal 
officer. Mr Lynch once led the 
enforcement division of 
America’s Security and Ex- 
change Commission, bringing 
to book both Ivan Boesky and 
Michael Milken. 


Nomura Research Institute, a 
subsidiary of Nomura Group, 
Japan’s biggest securities firm, 
announced that it would at- 
tempt to raise ¥24 billion 
($200m) through an initial 
public offering, despite the 
fact that Japan’s stockmarket is 
at a 17-year low. 


Two American insurance com- 
panies, AIG and W.L. Ross, 
are to pay $860m for stakes in 
three financial affiliates of 
South Korea’s Hyundai Group. 
This is the biggest foreign in- 
vestment in the South Korean 
financial industry. 


Other economic data and news 
can be found on pages 80-82 
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million subscribers, These services are attracting 
people of all ages, and being utilized by government, business and 
social organizations. 

Users also appreciate i-mode’s reasonable fees, which encourage 
longer, more relaxed browsing and more frequent visits: over 90% 
of i-mode subscribers access an average of 11 sites per day. 

Extremely user-friendly, i-mode is a proven formula for practical 
wireless services that could bring a new level of freedom to people 
around the globe. 
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Practical, proven technology. 
The key to i-mode’s success lies in the practicality of its underlying 


technology. Empowered by an advanced packet transmission 
system that handles data communications with reliability and 
speed, i-mode allows charging by volume of data received, rather 
than time spent online. i-mode content is also based on a subset 
of HTML, making conversion from Internet content a remarkably 
simple process. This advantage in tandem with i-mode’s huge user 
base encourages more and more companies to create dynamic new 
content, which in turn attracts more and more new users — tens 
of thousands every day. A 


Banking anytime, anywhere. 
Japan Net Bank, the nation’s first purely online bank, provides a full 
range of services through its i-mode site that were previously only 
available to PC users. 

i-moders can now open savings 
accounts and time deposits, or 
make regular wire transfers, more 
easily than through conventional 
banks. Since operating costs are 
lower than for its brick and 
mortar counterparts, the company 
is able to offer reduced trans- 
action fees as well. 





Othe Japan Net Bank, Limited 





Deposits and withdrawals are made via local ATMs, which are 
easily found with the assistance of maps on the handset screen. The 
service offers the security of a leased line between Japan Net Bank 
and NTT DoCoMo, and sends users email messages detailing their 
wire transfers and other transactions. 

Whether riding a train, taking a lunch break or just walking down 
the street, i-moders now have instant wireless access to wide- 
ranging banking services 24 hours a day, 365 days a year. This could 
well mark the beginning of an i-mode e-commerce revolution, 


«Powerful support for Java and e-commerce. 
In cooperation with Sun Microsystems, NTT DoCoMo launched a 
Java-based i-mode service this January that allows downloading of 
applets and other advanced content that can be utilized at anytime 
without reconnecting. 

Users can download games for network gameplay or maps to 
assist them in reaching their destination. They 
can quickly display charts of daily stock price 
fluctuations or use agent applications to 
receive automatic updates on stock charts, 
weather, traffic or meeting room availability. 

The Secure Sockets Layer protocol (40-bit 
and 128-bit) adds a high level of security for 

@Meransmission of company data and personal : 
information such as credit card numbers. ©DU direct SFG Securities inc 
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These benefits are expected to fuel a dramatic surge in i-mode 
based e-commerce. 


En route to a borderless world. 
i-mode has the potential to bring everyone, everywhere the freedom 
and convenience of borderless mobile multimedia communications. 
One major landmark en route to this dream was the May 30th debut 
of FOMA introductory phase — NTT DoCoMo's first step in a rollout 
of wide-ranging IMT-2000 broadband services — which brings the 
power of 3G to 4,500 individual and corporate users who met 
necessary criteria in the Tokyo area. 

Through technological innovation, strategic international alliances 
and a proven formula for mobile success, NTT DoCoMo is well on 
the way to spreading i-mode around the world. 


Actual screens may differ from those shown above. Actual screens are in Japanese 


i-mode is the name used in Japan for NTT DoCoMo’s mobile Internet service. 
FOMA (Freedom Of Mobile multimedia Access) is the name used in Japan for NTT DoCoMo 
W-CDMA services 
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Commerzbank's 
international banking and finance 
capabilities in perspective 
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Seeking added value for your 


investment portfolio? 





Call in the experts from Commerzbank. 


More than ever before, effective asset manage- 
ment depends on experienced managers with the 
skills and resources to build portfolios in line 
with each client’s specific objectives. 


That is why alert institutional investors and indi- 
viduals with sizable portfolios are turning more 
and more to Commerzbank, one of Europe's most 
prominent financial groups. By combining on-the- 
spot research in key global financial centers with 
a multi-product, multi-asset, multi-investment 


EXCELLENCE IN RESEARCH 


approach, our portfolio managers have the capabilities 
to bring assets into an optimally weighted balance of 
risk and opportunity. Added value is a logical conse- 
quence of this time-tested approach. 


When you work with Commerzbank, you benefit 
from a full range of asset management products and 
services, 26 operations in 13 countries, and a team 
of value-driven specialists dedicated to building 
rewarding long-term client relationships. This solid 
combination is a core strength of the Group. 


An integral part of Commerzbank's international experience built up over 130 years is the excellence 


of the Group's research. Both the quality and scope of our research are recognized by policy makers, the business and financial community 
and the press around the world. For more information about Commerzbank's broad research capabilities, just contact us in Frankfurt 


(volkswirtschaft@commerzbank.com), London (comsec@commerzbankib.com), Prague (research@ccme.cz), New York (cbmailbox@cbkna.com), 





Singapore (Fax +65 225 39 43), or Tokyo (cbkjapan@gol.com). Or visit our website: www.commerzbank.com 


Commoe;rtbank AG is regulated by SFA for the conduct of Investment business in the UK 
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Get a parachute 


The world economy may be in a recession already 


OR the seventh time this 
year, America’s Federal Re- 
serve has cut interest rates, this 
» time by a quarter-point to 3.5%, 
leaving the federal-funds rate a 
full three percentage points 
lower than at the start of 2001. 
| s Americans hope that Alan 
Gisinaian, the Fed's chairman, is doing enough to prevent a 
recession. But for some it is too late. The sharp slowdown in 
America has already caused a recession, maybe not at home, 
but in Mexico, Singapore, Taiwan and elsewhere. In more and 
more countries around the world output is now stalling, if not 
falling. Total world output probably fell in the second quarter 
for the first time in two decades (see page 23). 

America’s GDP growth in the second quarter is widely ex- 
pected to be revised down next week to zero or even negative, 
and although there are signs that the economy may be close to 
a trough there is little sign of a rebound. Meanwhile, the news 
from around the rest of the world is getting gloomier. In the 
second quarter, Germany’s economy stagnated, and growth 
in the euro area as a whole was probably not much above zero; 
Japan’s economy saw a steep decline; and many economies in 
East Asia and Latin America are slumping alarmingly. 

The current global slowdown differs from others in the past 
half-century in three ways that may determine its outcome. 
The most striking is that economic weakness is more wide- 
spread than in previous downturns. In the 1991 “world reces- 
sion”, for instance, the American economy sank, but Japan, 
Germany and emerging East Asia continued to boom, helping 
to cushion world demand. So far this downturn is not deep, 
but it could be the most synchronised since the 1930s. 

Therein lies the biggest risk. Economies have become 
increasingly integrated through trade and investment in re- 
cent years, to their great benefit. But the downside to this 
globalisation is that the economic slowdown around the 
world is now proving self-reinforcing, magnifying the initial 
fall in demand. As investment has collapsed in America and 
Japan, those countries have slashed their imports from East 
Asian producers. But weaker demand in Asian countries is 
causing them in turn to trim their imports, not just from Amer- 
ica and Japan, but also from Europe. The chances of a pro- 
longed American (and global) downturn have thereby in- 
creased considerably. 

The second big difference has, at least superficially, more 
positive implications. In contrast to previous world recessions 
in the past three decades, inflation is low. This means that 
there is plenty of room to ease monetary policy. Furthermore, 
America entered this downturn with a large budget surplus, 
for the first time since the 1970s. That surplus has made possi- 
ble the tax cuts which—with lucky timing—are now going out 
to households and may yet help to prop up consumer spend- 
ing. The scope for monetary and fiscal easing offers one reason 
to hope that America can avoid a deep recession. 

The snag is that the money-transmission mechanism, 
through which interest-rate cuts affect the economy, seems to 





be partly blocked. There is always a lag of 6-12 months before 
monetary policy has its main impact, but it traditionally 
works through lower long-term bond yields, higher share 
prices and a weaker dollar. Yet since the Fed started to cut inter- 
est rates, long-term rates have fallen only slightly, share prices 
have declined and the dollar, despite its recent drop, is still 
stronger than it was at the start of the year. The awkward truth 
is that monetary conditions have hardly eased. 

Where interest-rate cuts have helped to sustain demand is 
through the housing market. House prices in America are ris- 
ing at their fastest pace for more than a decade. This has cush- 
ioned consumer wealth from the fall in share prices and en- 
couraged households to refinance mortgages, allowing them 
to keep up their spending. But how long can house prices re- 
main buoyant if company layoffs continue at their current 
pace? If house prices crumble, so surely will consumers. 

At least the Fed is doing everything it can to prevent a reces- 
sion. Sadly, the same is not true of policymakers in the euro 
area and Japan. The European Central Bank has cut interest 
rates only once this year, to 4.5%. Falling inflation and a 
strengthening euro mean that it no longer has any excuse: the 
ECB should cut rates again at its meeting on August 30th. An- 
other problem is fiscal policy, as slower growth is swelling 
governments’ budget deficits. This is right and proper during a 
downturn, but it risks pushing deficits above the ceiling laid 
down in Europe’s “stability pact”. The pact should be 
scrapped (see page 13). 

Japan, too, risks exacerbating its deflationary slump if the 
government goes ahead with its plan to cut public spending. 
Budget cuts can wait until the economy perks up. The Bank of 
Japan, on the other hand, needs to act now to halt deflation, by 
pursuing a far more aggressive monetary easing. Sadly, since 
1990 it has offered a useful lesson to other central banks 
around the world on how not to handle the bursting of an in- 
vestment bubble. 


Vicious cycle 
The third way in which this downturn may differ from previ- 
ous ones is that it has not been caused by a collapse in demand 
after central banks have raised interest rates to fight inflation. 
Instead, it is an investment-led downturn. America’s long ex- 
pansion in the 1990s encouraged rosy expectations about fu- 
ture growth and profits, encouraging over-investment fi- 
nanced by heavy borrowing. When there is excess capacity 
and an overhang of debt, interest-rate cuts tend to be less effec- 
tive in reviving demand. Investment-led recessions, which 
were common before the second world war, tend to be deeper 
and to last longer because it takes longer to purge financial ex- 
cesses and over-capacity than it does to tame inflation. 
Worries that America’s downturn may be more protracted 
than originally expected are largely to blame for the recent 
slide in the dollar. Some commentators are even calling for 
policymakers to push the dollar lower to help America’s 
shaky economy. A modest further fall in the dollar against the 
euro alone might be beneficial. It would support American de- 
mand and, by helping to reduce inflation in the euro area, also »» 
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> make it easier for the ECB to cut interest rates. 

However, a plunge in the dollar against all the main curren- 
cies would be dangerous. To the extent that a sharp fall in the 
dollar reflected fading faith in America’s economic prospects it 
would further undermine confidence and knock share prices, 
which could weaken consumer spending. A free-falling dollar 
would also make America’s huge current-account deficit 
harder to finance, and might thereby limit the Fed's room to 
cut interest rates again. Meanwhile, an abrupt rise in the euro 
and the yen would squeeze their economies, as America ex- 
ported its recession. Japan desperately needs a weaker, not a 


stronger yen. With interest rates in Japan already at zero, the 
exchange rate is one of the few channels through which mone- 
tary easing can still work. 

No investment bubble has ever burst without causing a se- 
rious economic downturn. Even if America avoids an outright 
recession, its slowdown is likely to be prolonged. The crude 
manipulation of exchange rates cannot prevent global reces- 
sion. Instead, and until economies look rosier, central banks 
should keep easing monetary policy and governments should 
be more flexible over their fiscal policies—and all should keep 
their fingers firmly crossed. = 





The IMF and Argentina 


Too little, too late? 


Anew loan does not guarantee deliverance from recession 


AUL O'NEILL, America’s 

folksy treasury secretary, ex- 
plained why the talks between 
Argentina and the IMF over a 
new loan dragged on into a sec- 
ond week. “We're working to 
find a way to create a sustain- 
able Argentina, notjust one that 
continues to consume the money of plumbers and carpenters 
who make $50,000 a year and wonder what in the world 
we're doing with their money,” he told American television 
viewers. In fact, Argentina has not defaulted on past loans 
from the img, so that unless the plumbers and carpenters have 
been dabbling in emerging-market bonds, their money is still 
unconsumed. Even so, Mr O’Neill’s aim is a noble one. It pro- 
vides a useful test for judging this week’s agreement, under 
which the mF will offer Argentina a new loan of $8 billion. 

The loan is needed because of fears that Argentina might 
be pushed to default on its debts or devalue its currency. For 
months such fears have cast a pall of gloom over South Amer- 
ica, and over emerging markets in general. It is argued that a fi- 
nancial meltdown in Argentina, which enthusiastically pur- 
sued free-market policies in the 1990s, would not only place 
neighbouring Brazil in jeopardy but deliver a setback to the 
cause of liberal reform in Latin America as a whole. 

So will the new loan achieve its goals? Certainly, it should 
buy Argentina’s government some time: $5 billion of the new 
money can be used straightaway. By reassuring Argentines 
that the government has the funds to back the country’s cur- 
rency-board arrangement, which pegs the peso at par to the 
dollar, it should halt a recent run on bank deposits. 

The agreement's chief aim is to tame Argentina’s debt bur- 
den. It includes one novel element: $3 billion of the money is 
intended to back a “voluntary and market-based” restructur- 
ing of Argentina’s public debt. And to stop the debt growing, 
the loan is tied to the strict implementation of an austere fiscal 
policy, approved by Argentina’s Congress last month, whose 
aim is to balance the budget. In particular, the 1mF wants new 
legislation to reform (read “cut”) the finances of provincial 
governments (see page 37). 

None of this will be easy, especially since a congressional 
election is due in mid-October, in which President Fernando 
de la Rua’s weak government is unlikely to be strengthened. 


i Argentina's GDP 


% change on a year earlier 
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What is more, while a large-scale debt restructuring is neces- 
sary, it will be complicated. The details remain sketchy. But the 
money involved looks to be too little to help Argentina to meet 
some $17 billion in debt-service payments due next year. 


Prolonging the agony 

A “sustainable Argentina” can only be one whose economy 
starts to grow again, after a crunching recession which has 
now lasted three years. Sadly, on this crucial point, the new 
agreement is unconvincing. It does not address the rigidity of 
Argentina's economic policies. 

The currency board worked well in vanquishing inflation. 
But the peg to the mighty dollar has made Argentina a crip- 
plingly expensive country in which to do business, especially 
since Brazil’s currency has devalued by 52% against the dollar 
since January 1999. Under the currency board, Argentina also 
forswears an independent monetary policy: interest rates de- 
pend, not on its central bank, but on the mood of investors. To 
cap that, fiscal policy is now aggravating the recession: succes- 
sive austerity packages have led only to falling tax revenues, 
requiring further spending cuts. 

Itis true that the currency board makes a devaluation espe- 
cially difficult and costly (around 70% of bank deposits and 
private-sector debt is in foreign currency). But the existing poli- 
cies are inimical to growth—unless a continued fall in the value 
of the dollar fortuitously comes to Argentina’s rescue. 

The 1mrF’s bet is that fiscal austerity and debt restructuring 
will restore investors’ confidence in Argentina, allowing inter- 
est rates to fall sharply. But achieving such a sea-change in in- 
vestor sentiment requires banishing, rather than merely post- 
poning, all fears of a debt default and devaluation. This would 
take a far larger loan, combined with an unequivocal message 
that the United States will not let Argentina fail. 

Mr O'Neill has criticised the Clinton administration’s past 
support for large bail-outs of emerging economies, believing 
that this outcome proved too charitable to private investors. 
The danger is that he has backed an unsatisfactory stopgap, a 
dripfeed that will only prolong Argentina's financial agony. 
Because it is too small to transform investor sentiment, but 
also leaves in place policies which seem unable to deliver 
growth, the IMF agreement has not passed the test of creating 
a “sustainable” Argentina. Those plumbers and carpenters 
had better watch their wallets. = 






Europe’s single-currency rules 


Scrap the stability pact 





vee SOR, HOSE who invent mon- 
a NEN strous chopping machines, 
> from Procrustes to Dr Guillotin, 
= have a nice way of subse- 
quently falling victim to them. It 
was thus divinely fitting that 
| Hans Eichel, Germany’s finance 
if minister, should be one of the 
first to grumble publicly about Europe's “stability and growth 
pact”, whose fiscal limits Germany may soon run up against. 
For the monstrous stability pact was designed and imposed, 
against the reservations of other putative single-currency 
members, by the previous German government, back in 1996. 
Mr Eichel has since renounced his apostasy, sworn fealty to 
the doctrine of budget discipline and promised not to seek any 
changes to the stability pact (see page 60). More’s the pity. For, 
as he initially suggested, the automatic chopping that can be 
required by the stability pact could do serious harm in an 
economic downturn—of precisely the kind that now looms. 
The stability pact sets legally binding ceilings of 3% of GDP 
on euro-zone countries’ budget deficits. The penalty for a 
breach is payment of a non-interest-bearing deposit that can 
be converted into a fine as large as 0.5% of GDP. There is a let- 
out clause in the event of recession, but it is far too tightly 
drawn, applying only if cpr falls by a minimum of 0.75%. Had 
the pact been in operation over the past 15 years, both France 
and Germany would have been liable to pay fines on at least 
three occasions apiece. 
Why does such a seemingly barmy pact exist? The German 
fear was that, without it, every euro member would have an 
incentive to run a big deficit, since the cost in higher interest 
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America and India 


The price of friendship 


Time to lift post-nuclear sanctions on India? 


WAS a puzzle of the cold war 
that the world’s most power- 
ful democracy and its biggest 
managed to rub along so badly. 
Just when the United States and 
India were at last warming to 
= each other, India’s nuclear- 
= bomb tests three years ago, pro- 
voking counter-blasts from Pakistan and blowing a hole 
through the global anti-proliferation effort, brought on a new 
chill. Bill Clinton’s trip to India last year broke the ice. Now 
George Bush is pressing to lift what remains of the sanctions 
that Congress imposed on both India and Pakistan after their 
tests. Some officials even muse privately about nuclear con- 
tacts with India, despite the global rules that ban nuclear help 
far and trade with countries that, like India and Pakistan, re- 





Constraints on Europe’s fiscal policies could seriously damage its economic health 


rates and greater default risk would be shared collectively. Fis- 
cal discipline was needed to get into the euro, but was even 
more urgent afterwards if the markets were to have confidence 
in the currency. 

These arguments are entirely bogus. If a euro member bor- 
rows more, the impact on other countries’ interest rates is min- 
imal. So long as there is no chance of a bail-out by the centre— 
and the rules of Europe’s monetary union specifically rule this 
out—default risk will remain with the borrower and be re- 
flected in its bond yields. And, though markets generally like 
fiscal discipline, larger budget deficits are more forgiveable 
than having the wrong fiscal stance for the circumstances. 

That is a particular danger now, as the euro area faces the 
possibility of its first recession. The single currency has de- 
prived its members of any independent control over mone- 
tary policy or the exchange rate, so the burden of any neces- 
sary response to a recession falls more on fiscal policy. Yet the 
European Commission has declared that, in Italy, Germany 
and France, the stability pact must not only preclude any fiscal 
easing but even trammel the operation of fiscal “automatic 
stabilisers”. That could mean that these countries are required 
to raise taxes or cut public spending even as their economies 
slow. That smacks of 1930s-style self-flagellation. 

Mr Eichel hinted that the stability pact should apply to lev- 
els of spending, not to budget deficits. The Belgians, Italians 
and others have suggested that the pact should be revised so 
that it applies to cyclically adjusted deficits, to allow more 
automatically for the effects of booms and busts. But since the 
stability pact serves no positive purpose, and risks doing such | 
serious harm, it would be far better and cleaner simply to get 
rid of it altogether. m 








fuse to sign the Nuclear Non-Proliferation Treaty or else reject 
full international safeguards on their nuclear industry. But 
scrapping sanctions on India has its costs. i 
Without doubt both America and India could benefit from 
better relations. India has no intention of putting itself in any 
big power’s pocket. But after decades of over-dependence on 
Russia for diplomatic and military support, hob-nobbing with 
America can help India broaden its horizons and balance the 
growing regional weight of China. For its part America, enjoy- 
ing merely the illusion of a unipolar moment in what is an 
increasingly multi-polar world, has interests in Asia—not least 
of them steadying the now nuclear-tipped rivalry between In- 
dia and Pakistan, and managing the rise of China—where eas- 
ier relations with India could help. India’s economic reforms, 
though slow and halting, open up new trading prospects, too. 
Part of the case for lifting post-test sanctions is that they >» 
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> have not worked. India and Pakistan were told sternly they 
must cap and roll-back their nuclear programmes, sign the 
Comprehensive Test-Ban Treaty (CTBT) and end production of 
bomb-making material. India dug its heels in and Mr Clinton 
soon whittled his demands down to a cap on nuclear activi- 
ties and signature of the CTBT; without winning either, he 
eased some sanctions and waived others. Those that remain 
ban sales of military equipment, restrict trade in items that 
have potential military uses with a (dwindling) group of com- 
panies with nuclear connections, and block some loans. They 
hurt Pakistan most, though they still irritate India. 

But mostly the Bush team wants to scrap the sanctions be- 
cause it has different goals. Though Mr Bush has said he has no 
plans to test, he refuses to ratify the CTBT, and will not press In- 
dia even to sign it. This is a mistake, since America’s security 
would suffer as much as anyone’s if the anti-testing norm 
erodes and others scramble to build fancier bombs. American 
officials these days stress only the need for India and Pakistan 
to learn to live safely with their bombs. That dismays those 
who worry that, by letting both get away with their nuclear 


nose-thumbing, America is inviting others to try. But the ad- 
ministration’s rush to lift sanctions may also deprive it of le- 
verage in pursuit of its modest goal. 


Still living dangerously 

Before abandoning all sanctions, as India wants, America 
should surely be pressing both governments to accept confi- 
dence-building measures to deal with nuclear accidents or 
prevent miscalculation in a crisis. They have none. Instead, In- 
dia and Pakistan are engaged in a dangerous race to build ever 
longer-range missiles—of the sort that America is trying to 
counter in other parts of the world with its expensive plans for 
missile defences. To mitigate the nuclear dangers, India needs 
to give a clearer promise not to test again, a pledge not to de- 
ploy nuclear-tipped missiles and a firm commitment not to ex- 
port nuclear or missile technology. So does Pakistan. 

As for helping India or Pakistan with nuclear power or to 
build safer nuclear warheads, that would break long-standing 
anti-proliferation promises to the rest of the world. It could be 
done only at everyone’s peril, America’s included. = 





A lesson for the world 


Praise fora ch of Bill Clinton that has really worked 


EVEN years ago, the cover of 

The Economist had a picture 
of a wretched looking black 
teenager cuddling a baby in 
what looked like a third-world 
shanty town but turned out to 
be Chicago (“Welfare’s chil- 
dren”, June 18th 1994). It marked 
Bill Clinton’ s first attempt to “end welfare as we know it”—to 
change a system that seemed to breed dependency for poor 
parents and their children. Eventually, on August 22nd 1996, a 
welfare-reform bill was agreed with the Republican Congress. 
It stopped welfare being an entitlement. Poor mothers— 
women and their children make up 90% of those on welfare— 
would have to look for work, and, even if they did so, they 
would no longer just get federal money on demand. Instead 
the states were given a limited, set amount of money ($16.5 bil- 
lion) to dispense as they saw fit, with the onus being on spend- 
ing money on work programmes rather than handouts. States 
receive bonuses for moving people into work. 

The bill was derided as cruel and racist by many Demo- 
crats. Even supporters thought that it was underfunded. In fact 
it has succeeded beyond even its boosters’ aims (see page 31). 
The number of welfare recipients has fallen from 12.2m in 1996 
to 5.8m last June. Young mothers who have never married are 
now more likely to be working than on welfare. Income fig- 
ures have improved a little (though the increase in people’s 
wages has been offset by a decline in benefits). More poor par- 
ents are married—something which sharply increases the 
chances of their children growing up healthily and safely. 
Teenage pregnancy rates have fallen. And so on. 

There are still a few ifs and buts. Yes, the encouraging fig- 
ures were helped by America’s economic success, and the true 
test of reform may come with the downturn; but the core of 





achievement has been to do with policy. Yes, there are plenty 
of other things helping rekindle the nuclear family; but wel- 
fare reform has at least been a prompt. Yes, to support mar- 
riage is controversial. But by most standards, the American 
government still penalises marriage—particularly for poor 
people. If a single working mother on the minimum wage 
marries aman earning $8 an hour, she loses $8,060 in benefits. 

In short, the chances are that the wretched woman on our 
cover in 1994 now has better prospects. For this, she has to 
thank two unlikely bedfellows: Newt Gingrich, whose Repub- 
lican radicals actually wanted to extend the block-grant sys- 
tem of set federal payments to other social programmes; and 
Mr Clinton, the first Democrat to push for radical reform. 


Challenges for America—and for Europe 
Next year Congress has to reauthorise the 1996 bill (which it 
should do at at least the same level of funding). It should also 
tidy up the food-stamps programme, get rid of the marriage 
penalty for the poor and expand the earned-income tax credit 
for the working poor. More broadly, America’s welfare pro- 
blem may have eased, but its poverty problem remains. The 
poor’s schools are often rotten, and they are still subject to the 
menace of the drug war. One in six American children lives in 
poverty, almost double the ratio for big European countries. 
The danger of complacency for Europeans is precisely the 
opposite: that America’s generally carefree treatment of poor 
people will blind them to a success that can be copied. So far, 
only Britain has looked to America for inspiration, with some 
success. Continental European countries have tended to shud- 
der about the morality of forcing people to work. As well as 
the cost of entitlement, they should consider the morality of 
keeping people on benefit. As Franklin Roosevelt, the patron 
saint of the welfare state, once said, “continued dependence 
on relief induces a spiritual and moral disintegration.” = 


We have tools to help you develop the 
most important resource of all. 





eS) The resource is people. The tools are education and training. We offer our 

p a ag | : eras ; 7 
mace partners these tools in many disciplines, from oil exploration to finance. 

ee “eae We have even provided technical and academic courses at universities. 


These tools are offered to our employees in the countries where we operate. But, in the end, 
they benefit us all. Because by helping build a country's __ Shevron Ch 
work force, we're also developing an industry's next Tag evron 


generation of leaders. The symbol of partnership. 
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SIR - A change in global drugs 


under-reported. Even with the 





rise of the marijuana laws. 


Legalising drugs policies might be affected formal systems in place in Marijuana was originally out- 
SIR - You are right to pointout more readily by the govern- most of the developed world, lawed in 1915 in south-west- 

in your survey of illegal drugs ments of producing, not con- it is difficult to quantify ad- ern America because of racial 
(July 28th) that production suming, nations. Legalising verse events associated with prejudice against the Mexican 
and traffic began in response and taxing coca production, marketed pharmaceuticals. immigrants who smoked it. In 


to a demand from prosperous 
developed countries. The 
business is so profitable and 
attractive that people from all 


for example—irrespective of 
the legal status of its consump- 
tion abroad—would provide 
badly needed revenue to the 


Hence, one should be careful 
before ascribing benignity or 
relative harmlessness to cer- 
tain illicit drugs, particularly 


the north-eastern states mari- 
juana was outlawed largely 
because of fears that heroin 
addiction would lead to the 


walks of life in both rich and state and personal income to “soft drugs”. use of marijuana (the oppo- 
poor countries actively take the individual, and might well BARTON COBERT site of what the prohibition- 
partinit,notwithstandingthe stabilise the domestic politics Westfield, New Jersey ists tell us today). 

serious threats and risks in- of those nations. There is not a lot of evi- 
volved. You correct an unfair DAVID SHOHAN SIR - You ignore the impacton dence to support the Anslin- 
version that traditionally New York organised (or otherwise) ger-Hearst-DuPont-Mellon 
placed full responsibility for crime once its principal source theory. There is no direct evi- 
this problem onthe underde- sIr -John Stuart Mill’s harm of revenue is cut short dence that they thought hemp 
veloped countries where principle makes a fine case for through legalisation. The re- was enough of an economic 
many of these drugs originate. a laisser-faire approach to gov- _ peal of prohibition in America threat to do anything about it. 


Unfortunately, for the 
countries and societies that 


are currently most affected by tion. In his book “Utilitarian- horrid venture will crime turn best evidence is a report to 

the dreary implications of this ism”, he writes that people: to once drugs are legalised? Anslinger by a field agent on 
problem, the prolonged battle do give a most marked prefer- ROB ELLAWAY the 1934-35 hemp crop in Min- 
against illicit-drug production, ence tothe mannerof existence Vancouver nesota. The sum of the report 
trafficking and related crimes which employs their higher is that several farmers tried to 
has not yet delivered the ex- faculties. Few human creatures SIR - Your criticism of Amer- grow hemp and were gener- 
pected results. The reasons would consent to be changed ica’s ill-advised “war on ally unsuccessful. 

have to be sought in the lack into any of the lower animals, drugs” is on target. During my There is no apparent evi- 
of real and decisive co-ordina- for a promise of the fullest al- 47 years with the New York Po- dence of a conspiracy in the t 
tion of the actions that have to aeo o ee x pana lice Department and 18 years congressional hearings on the 
be carried out by all the par- ans : oa i aay eg a as police chief of Kansas City, subject. In fact, representatives 
ties involved. instructed person would be an Missouri, and San Jose, Cali- of the hemp industry testified 

The solution lies in apply- ignoramus, no person of feel- fornia, I found that manda- that if it was necessary to pro- 
ing the principle of shared ing and conscience would be tory drug sentences do not tect the country they were 
responsibility. Even though selfish and base, even though lessen drug use, but they do willing to stop its cultivation. 
several formal agreements are they should be persuaded that destroy families and neigh- Only the American Medical 
in place, we are still expecting the fool, the dunce, ortherascal bourhoods, and push drug us- Association and the birdseed 
action and results on all fronts. is better satisfied with his lot ers into lives as career industry opposed the law. The 
The effectiveness of current than they are with theirs. criminals. In America, police © AMA Said that there was no 
policy worldwide depends Mill suggests there is some- resources now used to make evidence that marijuana was 
heavily on the decisive imple- thing intrinsically important over 700,000 marijuana ar- dangerous and the birdseed 
mentation, in developed na- about having full controlover rests a year would be better people said canaries would À 
tions, of controls on the one’s faculties. Drugs certainly spent to pursue those attack- not sing without it. 
laundering of illegalincomes reduce that control. ing women and children. Po- CLIFFORD SCHAFFER 
and the diversion of chemical KENNETH SHEVLIN lice drug-war tactics are the Director 
precursors employed in ille- New Haven, Connecticut father of police racial profiling. prCNet Online Library of Drug 
gal-drug production, as well as There are many costs of this Policy 
the sale of weapons in under- sIr -As one who has handled country’s unsuccessful waron Canyon Country, California 
developed countries that are adverse drug reactions forthe drugs, but future historians 
acquired by drug-trafficking past ten years for a major will view this period of SIR - You neglect the difficulty 
networks to protect invest- pharmaceutical company and _ greatly disproportionate incar- of designing and implement- 
ments and interest by violent who has just co-authored a ceration of minorities for drug ing effective drug control short 
means. text on this subject, I would crimes as a blot on honour of prohibition; a difficulty il- 

It will be absolutely impos- like to note that we are proba- similar to the acceptance of lustrated by current failures 
sible for Colombia to attain bly underestimating the non- slavery. It does not take a with alcohol, nicotine and 
peace and give to its citizens lethal adverse reactions dueto bloody civil war as a remedy, gambling. The problem might 
the benefits of the economic, illicit drugs. Deaths due to ille- merely some legislative com- be solved for cannabis by al- @& 


social and political reforms 
that are currently under dis- 
cussion until society as a 
whole is able to control, re- 
duce and then eradicate this il- 


ernment, but I doubt that he 
would endorse drug legalisa- 


gal drugs are dramatic and, to 
a large degree, calculable. It is 
a binary question—dead or 
not dead. Non-fatal reactions 
that are difficult to discern and 


turned organised crime's fo- 
cus from booze to drugs. What 


mon sense and compassion. 
JOSEPH MCNAMARA 

Stanford University 

California 


legal business. require medical testing (ab- SIR - You mention that hemp 
ROBERTO ARENAS BONILLA normal liver or kidney func- was an economic threat to 
Colombian ambassador tion, raised blood pressure, Mellon and DuPont. There is 
Brussels etc) often go unnoticed and another explanation for the 


Indeed, historical information 
would indicate otherwise. The 


lowing production and pos- 


session for personal use while p» 
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Executive Focus 





EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy 
detailed below in the Directorate General Payment Systems. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, 
health insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


SECURITIES SETTLEMENT POLICY EXPERT 
(Ref.: ECB/217/01/TE) 


The holder of this position will work within the Securities Settlement Systems Policy Division of the European 
Central Bank (ECB), which is in charge of monitoring the proper functioning of the securities clearing and settlement 
systems of the euro area. He/she will be a member of a team dealing with the monitoring of developments in and 
the consolidation of the infrastructure used for monetary policy and intraday credit operations as well as with the 
co-ordination and monitoring of the preparatory work undertaken in this field by the countries which will join the 
European Union and Economic and Monetary Union in the near future. 


The tasks of the successful candidate will include analytical work on issues relating to securities markets and 
procedures, support of the Eurosystem’s Working Groups operating in these areas and contributing to related work 
carried out in international fora. The holder of the position will mainly conduct conceptual and empirical work on 
relevant macro-prudential issues. The major areas of expertise required will relate to monitoring developments affecting 
the behaviour of central securities depositories, clearing houses, custodians and markets and to defining a framework 
for co-operation with other authorities in the field of securities clearing and settlement systems. 


i ons an ien 


e Advanced university degree in economics, law or a related discipline or proven ability to perform the tasks 
commensurate with such a formal academic qualification. 

* Good understanding of the economics of banking and financial markets. 

* Sound knowledge of central banking activities. 

* Some work experience in conducting theoretical and empirical work from a macro-prudential perspective. Experi- 
ence in an international environment and in payment systems oversight would be an asset. 

* IT skills: sound experience with office systems used by the ECB, such as MS-Office, Word, Excel, PowerPoint, 
and internet applications. 

¢ Very good command of English with proven drafting ability. Working knowledge of at least one other official 
Community language is required. 


Applications 

Applications should be submitted in English and include a covering letter, curriculum vitae and a recent photograph, 
together with references confirming the required experience and skills. They should be addressed, quoting the 
reference number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, 60066 Frankfurt 


am Main, Germany and should reach the ECB no later than 14 September 2001. Applications will be treated in 
the strictest confidence and will not be returned. 


This vacancy has also been posted on the ECB’s website at www.ecb.int. To meet the deadline, a copy may 
be sent by fax to +49 69/1344 7979 or by e-mail to_recruitment@ecb.int. However, a signed application must 
still be sent by post. 
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> preventing commercialisation. 


This might eliminate many of 
the costs of prohibition while 
increasing the abuse of canna- 
bis only modestly. By contrast, 
legalising commerce would 
create an industry with the ca- 
pacity and incentive to pro- 
duce addiction; responsible, 
low-volume, low-frequency 
use is by its very nature also 
low-revenue. 

For heroin, cocaine and 
methamphetamine the rates 
of addiction among users are 
too high and the destructive- 
ness of addiction too great to 
make regulation workable. 
Any scheme of taxation and 
regulation that did not leave 
the drugs so cheap and so 
available as to increase hugely 
the abuse problem would in- 
stead generate an illicit market 
not much smaller than exists 
under prohibition. At worst, a 
licit market in any of these 
drugs could just create new 
addicts for the illicit market to 
supply. Making prohibition 
work better, rather than end- 
ing it, has the best prospects 
for minimising the total social 
damage from drugs and drug 
controls. 

MARK KLEIMAN 

Director 

Drug Policy Project 
Federation of American 
Scientists 

Washington, DC 


SIR - One of the largest crime 
problems in America is with 
stolen legal drugs on the black 
market. There is also the pro- 
blem of forged prescriptions, 
doctors who sell drugs and 
parents who sell their chil- 
dren’s prescriptions. The only 
reason this problem is not 
larger is that many people 
turn to illegal drugs. You also 
perpetuate the myth that 
drugs only hurt the person 
taking them. Obviously you 
have not seen the effects on a 
newborn infant of his 
mother’s cocaine addiction. 
You state that if drugs were 
legalised, availability could be 
regulated between children 
and adults. Currently children 
illegally obtain prescription 
drugs, alcohol and cigarettes, 
all of which are regulated. You 
state that health warnings 
could be given. We are giving 


those from school onwards, 
but not with the mixed mes- 
sage you suggest: if you do get 
addicted the government will 
give you more. And can we 
control a person’s craving for 
drugs by giving them what 
they need? I asked a heroin 
addict, “How much dope do 
you use a day?” The answer: 
“All I can get.” If you lower the 
cost of drugs people will not 
spend less money, they will 
just buy more drugs. 

JOSEPH CASSILLY 

State’s attorney for Harford 
County 

Bel Air, Maryland 


SIR - An inexpensive and ef- 
fective solution to the drug 
problem has been imple- 
mented in Singapore: the 
death penalty. Singapore has 
none of the collateral damage 
and social costs associated 
with drug abuse. If nations 
are unwilling to use measures 
of that sort, then legalisation 
is the only option that makes 
much sense. All intermediate 
measures are costly, ineffec- 
tive, and socially destructive. 
BRIAN LYNCH 

Austin, Texas 


SIR - You mention Americans’ 
ignorance of the metric sys- 
tem “back in 1986”. Americans 
today are just as ignorant of 
the metric system as they 
were 15 years ago—except pot- 
smokers. They all know that a 
quarter ounce is seven grams. 
JAMES SEBRELL FARMER 

Seattle 


Russell’s nuclear reaction 


SIR - I certainly do not con- 
cede that Bertrand Russell ad- 
vocated “an early pre-emptive 
strike against the Soviet Un- 
ion”, as Lord Lawson claims 
(Letters, August 18th). What he 
advocated was a continuation 
of the West’s policy of con- 
tainment from a position of 
strength. In answer to a ques- 
tion as to what would happen 
in the event that the policy 
failed, Russell said that a war 
before Russia had nuclear 
weapons would be less disas- 
trous than one after she had 
them—he did not infer from 
this that a war should be 


started straightaway. The pol- 
icy of containment was, of 
course, backed by the threat of 
war, but Russell’s clarity of 
thought (which Lord Lawson 
praises) enabled him to see 
that this was quite different 
from advocating a pre-emp- 
tive strike. 

Lord Lawson may have 
been present when Russell 
spoke but I have a verbatim 
transcript of what he said. 
NICHOLAS GRIFFIN 
McMaster University 
Hamilton, Canada 


Gore the extremist 


SIR - It seems the Democratic 
Leadership Council (DLC) is 
not looking at the whole pic- 
ture when it concludes that so- 
cial issues damaged Al Gore’s 
presidential run (“More ques- 
tions than answers”, July 21st). 
Mr Gore’s message of class 
warfare was a turnoff for vot- 
ers like me and my husband. It 
was only because we were 
certain what George Bush 
would do about issues impor- 
tant to us (gun control and the 
environment) that we voted 
Democratic. Had the Republi- 
cans run a moderate candi- 
date, Mr Gore’s defeat would 
have been decisive. The DLC 
needs to consider the votes Mr 
Gore won, as well as the ones 
he lost. 

BETH MARTIN 

Grosse Pointe Farms, Michigan 


Japan’s war memorial 


SIR - Junichiro Koizumi'’s visit 
to the Yasukuni war shrine 
has reinforced the persistent 
fear of the revival of Japanese 
militarism (“Shrine wars”, Au- 
gust 11th). The late George Tay- 
lor, an eminent scholar of 
Asia, fittingly characterised Ja- 
pan’s behaviour in the second 
world war: “They don’t rule, 
they occupy, they do not tax, 
they expropriate, they do not 
compromise, they terrorise, 
they do not respect native cul- 
ture, they ram their own mys- 
tical rubbish down the throat 
of people far more civilised 
than themselves.” It is doubly 
troubling that some western 
nations still view the latent 


militaristic government as an 
ally to fend off a cold-war ene- 
my that longer exists. 

P, LEE 

Hong Kong 


str - While many condemn 
the visit by Mr Koizumi to the 
Yasukuni shrine a few points 
are worth keeping in mind. 
While atrocities were indeed 
committed by Japan in the 
course of its occupation of 
neighbouring countries, they 
are almost benign in compari- 
son to the fratricidal murder- 
ousness which followed. 
Korea needed no help from Ja- 
pan to split itself up and create 
arguably the most repressive 
regime the world has ever 
seen. Under Mao, China wit- 
nessed more deaths through 
starvation and sheer igno- 
rance than in the second 
world war. 

Judging the actions of the 
past is little more than postur- 
ing unless done so within the 
context of the time. Japan had 
modelled its society on the 
West after all. That includes 
empire building. The brutal 
betrayal and occupation of the 
Philippines by America oc- 
curred at roughly the same 
time as Japan’s occupation of 
Korea, yet it would be the 
height of presumption to de- 
mand an equivalent act from 
America. You say that there 
are only a dozen objectionable 
persons included there. Is it 
really fair to ignore the count- 
less others because of opposi- 
tion from a few small 
domestic groups, and some 
very hypocritical overseas 
ones? 

JUDE KIRKHAM 
Vancouver 


Non-speaker Rostenkowski 


SIR - You say that Dan Rosten- 
kowski was “the once all-pow- 
erful speaker of the House [of 
Representatives]” (Lexington, 
August 4th) He never held that 
post. He was, in fact, the chair- 
man of the Ways and Means 
Committee of that body, the 
committee charged constitu- 
tionally with originating all 
revenue-raising measures. 
BENJAMIN IRA GERTZ 

New York @ 


OFFICE OF FAIR TRADING 
ee a Pee 


Director, Markets and Policy Initiatives Division 
Up to £90,000 London 


The Office of Fair Trading is at the forefront of policy to make markets work well for consumers. This is a challenging time to be working at the 
OFT. A new Enterprise Bill will further strengthen the OFT's powers and expand its role. This post results from a major re-structuring to drive 
forward many of the new responsibilities 
As head of our new Markets and Policy Initiatives Division you will play a pivotal role in helping achieve our goal of ensuring that markets work 
well for consumers. Reporting directly to the Director General, John Vickers, your division will be responsible for: 

Leading studies into markets which do not appear to be serving consumers well. 

Working with the enforcement divisions on cross-disciplinary teams to take forward major cases. 

Working with the Chief Economist (who will head one of the three branches in the division) to provide professional advice across the OFT on 

economics, financial and statistical analysis. 

Identifying issues arising from initiatives taken elsewhere in Government that impact on competitiveness within markets. 

Preparing for the important new task of regulating payment systems. 
This is a senior position within a high profile competition and consumer body. Candidates will be strategic thinkers, have strong analytical 
abilities, sound judgement and creativity. You will have proven leadership and communication skills that will enable you to motivate and lead a 
team of specialists from diverse backgrounds. You will also be able to build relationships based on mutual trust with business and with other 
bodies working on competition and consumer protection matters. An understanding of the process by which Government develops and 
implements proposals for policy should also be one of your skills. 
Your experience could have been gained in a variety of areas that might include business, consultancy, a consumer body, the academic world or 
the public sector. 
For further details and an application pack (to be returned by 14th September 2001) please contact Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB. Telephone: 01325 745170 (24 hours), or fax: 01256 383790. Internet: www.capitaras.co.uk 
Please quote reference B5924. 
We are committed to equality of opportunity and welcome applications from suitably qualified people irrespective of religion, gender, 
disability, race, age, marital status, or sexual orientation. All applications for employment are considered strictly on merit. 


Did you show people a way to sustain themselves? 
Provide a means to ease their suffering? 
Build the foundation for lasting peace? 


The World Bank is the world’s leading development organization. Its mission is to alleviate poverty and improve 
people’s lives. Women and men from all over the world have joined the Young Professionals Program to 
contribute to our mission. 


If you are interested, and have at least a Masters Degree in economics, finance, social sciences, or in a technical 
field, speak fluent English, have at least three years of experience, and are under 35 years old, go to our Website 
at: www. worldbank.org/ careers for our online application or fax/post a detailed curriculum vitae in 
English,specifying your nationality, birthdate and gender by September 30, 2001, to: 


The Young Professionals Program 
The World Bank Group 
1818 H Street, N.W., H 4-410 
Washington, D.C. 20433, USA 
Fax: 202-522-3741 
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” Executive Focus 


Chief Executive Officer 
Centenary Rural Development Bank LTD 


(CERUDEB) Kampala, Uganda 
Generous Ex-Patriate Package 


CERUDEB is a fast growing Bank in Kampala with a strong 
microfinance bias, but also encompassing traditional commercial 
business. 


The Bank has assets of UGX 89bn (approximately USD 50m), 17 
branches, mainly in rural areas and about 450 staff. It has been 
profitable for the past four years. 


We are looking for a seasoned banker, with substantial African 
experience who will be responsible for all aspects of running the 
bank. The applicant will be expected to develop the strategic 
direction of the Bank in a rapidly developing economic 
environment, 


The Chief Executive Officer must be a proven leader with a track 
record at senior level with similar institutions. A relevant degree, 
ACIB or similar qualification is desirable. 


To apply please send your CV to:- 


Andrew Cavell, Acting CEO 
Centenary Rural Dev. Bank Ltd 
7 Entebbe Road 
P.O. Box 1892, Kampala 
UGANDA 





PRESIDENT 


American Refugee Committee 


The American Refugee Committee (ARC), a $25+ million 
humanitarian operation working to restore health and rebuild 
productive lives of refugees and displaced people, is seeking a 
President to lead its 25 staff at its Minneapolis headquarters and 
1,300 others in 12 countries in Southeast Asia, Africa, and the 
Balkans. Position requires strong senior level international 
management experience with a demonstrated fundraising record 
and outstanding leadership abilities to lead a growing field-level 
operation with programs ranging from primary health to 
microcredit and conflict resolution. Competitive compensation. 


Send cover letter and resume to: 


Barbara Forster, 
Search Committee Chair 
ARC, 

430 Oak Grove Street, 
Suite 204 
Mpls., MN 55403. 


For more information visit our website at: 
www.archq.org 


/ AR 


American Refugee Committee 
INTERNATIONAL 


Fighting Poverty in Asia & the Pacific 


Asian Development Bank's overarching goal is to reduce poverty and improve the quality of life of people in the Asian & Pacific region. 


The Position: 


The Requirements: 


¢ Formulates and implements financial sector reform and capital market strategies, including re- A post-graduate degree in economics or finance; 
forms in banking, non-bank financial intermediation, bond markets, debt markets, contractual 
savings and market infrastructure (including the legal, regulatory and supervisory environment; œ At least five years of highly relevant professional experience in reforming financial 
Clearing and payments systems; governance); systems; 
Promotes financial sector and capital market reforms through support for development of robust 
market institutions, diversified forms of financial intermediation to provide varied types of 
services to meet requirements of the suppliers and users of capital, introduction of new mecha- 
nisms and instruments such as long term debt instruments, securitization, and e-banking, and 
capacity building by developing the expertise and skills of market participants; 
Undertakes economic and sector work related to financial sector and capital market reform, including 
sector studies, diagnostic analysis, and identification of key issues. This work will lead to devel- 
opment of operational strategies and loan and TA pipelines; 
Prepares and administers loans and technical assistance projects, and policy reform programs 
which assist development of the financial sector and capital markets; and 
Coordinates activities in the financial sector and capital markets with DMCs and other stake- 
holders, including multilateral and bilateral organizations, donors, consultants, civil society, 
NGOs and others. 


Established in 1966 and headquartered in Manila, Philippines, ADB's multicultural staff come from over 45 member countries. ADB offers an intemationally competitive salary paid in US dollars. Salaries and 
benefits are generally free of tax except for citizens of some countries, primarily the USA and the Philippines, whose incomes are taxed by their respective governments. ADB staff members are expected 
to Serve in any location outside Headquarters. Applicants should be nationals of one of ADB's member countries. For further information, please visit www.adb.org and look for Employment under Resources. 


Familiarity with issues on financial sector and capital market reforms; 


Appreciation of information technology applications and e-banking in the financial 
sector; 


Capacity to contribute substantively to processing and administering loans and techni- 
cal assistance in the financial sector; and 


Strong communication, negotiation, analytical and interpersonal skills. 


Send CV and cover letter by fax, mail or online using MS Excel format quoting Ret. No. 01-72 by 8 September 2001 to: 


Tel: (63-2) 632-4444 HUMAN RESOURCES DIVISION 
Fax: (63-2) 636-2550 ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org P.O. BOX 789, 0980 MANILA, PHILIPPINES 
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Fulfilling Britain’s commitment to RTTE ire eases, 


Department for 


International 


Development 


DFID is inviting Expressions of Interest for the services of an 
Economists’ Resource Centre (ERC) to meet the growing demand 
for economic advice and expertise within DFID programmes and 
to assist in the implementation of strategies for achieving the 
International Development Targets, such as those which are set 
out in the DFID strategy paper “Halving World Poverty by 2015: 
Economic growth, equity and security” (which can be found 

on the DFID website (www.dfid.gov.uk) under “International 
Development Targets”). 


The Service Provider will provide a panel of consultants from 
which DFID will call on for short term assignments for a range 
of activities including: 


è Project preparation missions 
è Mid term reviews 
è Output to Purpose Reviews 


è Project completion reports across a broad range of sectors 
including health, education, sustainable livelihoods 


è Macro-economic analysis 

è Analysis of poverty 

è Economic training 

è Public expenditure reviews 

è Public (expenditure) management assistance 
e Revenue reform/reassessments 

è Research papers presented at seminars 

è Policy assistance 


The Service Provider will also be responsible for the 
management of the ERC. 


It is envisaged that the contract will be for 3 years commencing 
mid to late December 2001, subject to satisfactory performance 
in the first year. Thereafter there may be the possibility of an 
extension of a further 2 years. 


ECONOMISTS’ RESOURCE CENTRE - 


ENABLING AGREEMENT - 
EXPRESSION OF INTEREST 


QUALIFICATIONS 


Applicants will be expected to demonstrate in the Expression 
of Interest that the panel members will have 


o 
. 


a strong understanding of the economics of development; 


ii. considerable experience of policy cycle management at 
each stage (identification, design, management, monitoring 
and evaluation); 


iii. a good understanding of development organisations such 
as DFID and the International Finance Institutions and 


iv. experience from a wide range of developing countries 
and different sectors including finance, trade, private sector, 
health, education and rural livelihoods. 


Applicants will also be expected to demonstrate in the 
Expression of Interest evidence of the following:- 


i. Effective management 

ii. Excellent communication skills 
iii. Strong organisational skills 

iv. Good interpersonal skills 

v. Good judgement 


vi. The ability to facilitate consultancy inputs. 


EXPRESSION OF INTEREST 


The Expression of Interest must be in the form of a 

Capability Statement, of not more than four A4 pages and 

be accompanied by abridged CV's of key personnel. 
Following assessment of the EOI, DFID will invite short-listed 
applicants to submit full technical and commercial proposals. 
Prices are not required at this stage, however when required, 
prices must be in Sterling and all payments under the contract 
will be made in Sterling. 


Deadline for Expressions of Interest: 14:00 on 18 September 2001. 


Expressions of Interest must be submitted, quoting reference no. EOI 01 2800 clearly on your envelope, to Steven O’Raw, 
Room AH409/2, Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA, 


Scotland or email: s-oraw@dfid.gov.uk 


The Department for 
International Development 
(DFID) is the UK's government 
department responsible 


halving the proportion of 
people living in extreme 
poverty by 2015. 

DFID works in partnership 
with governments, 
international and national 
non-governmental 
organisations, the private 


for promoting development 
and the reduction of poverty. 
DFID is committed to the 
internationally agreed target of 


Latin America and in Central 
and Eastern Europe. 


sector and institutions such as 
the World Bank, UN agencies 
and the European 
Commission. Most of the 
assistance is concentrated on 
the poorest countries in Asia 
and sub-Saharan Africa, but we 
also work elsewhere, including 


DFID is committed to a policy 
of equal opportunities and 
encourages applications from 
all parts of the community. 
Selection is on merit. 





=I RBI RHI | RHI | [RHI | EFI RNS SEMIS IIS 









aT Sindh Coal Authority 
aD (Government of Sindh) 
Karachi-Pakistan 


Sindh Coa! Authority 





1939: Flees Nazis. 
1964: Protests Vietnam. 
1985: Wins Nobel. 
1- Applications are invited for pre- 2001: Demolishes the 
qualification of coal mining consulting 


companies for a bankable feasibility study of : theory that 


Bankable Feasibility Study of Thar Coal Mining 
Notice for Pre-qualification of Mining consultants 







Thar lignite/coal for development of coal mines 
for annual extraction capacity of 5 million 
tonnes of coal in district Tharparkar in province 
of Sindh — Pakistan. The study will determine 
minemouth extraction cost and selling price of 
coal based on the appropriate technology 
recommended and selected by the consultants 
after evaluation of various technologies. 


“economists are dull.” 


5 Ay f 
; Aveni Ures of 


An fuconomist 


2- The coal mining consulting companies 
having relevant experience are required to 
furnish the information viz. Company profile, 
coal/lignite mining projects completed, 
operated as contractor or owner, indicating 
whether the projects were or are for hard coal 
or lignite, opencast or underground mining, 
projects under execution and negotiation, 
financial standing etc., to the Sindh Coal 
Authority for processing for pre-qualification. 
The details and the proforma in which 
information is required be obtained from the 
Sindh Coal Authority — address given below in 
Para 03. 





“One of the most influential economic 
thinkers of the twentieth century.” 
Laura D’Andrea Tyson, Dean, UC Berkeley. 
“An only in America’ tale.” 

Paul A. Samuelson, MIT. 

Go to etexere.com or etexere.co.uk 


3- The applications in sealed cover 
containing the above information along with 
US$300 or equivalent in Pak Rupees at the 
rate prevailing on the date of preparing the 
Demand Draft/Pay order, as the case may be, 
should reach: 


Director General, Sindh Coal Authority 
F-158/A-1, KDA Scheme No. 5, Block 5 
Clifton, Karachi, Pakistan 
(Fax: 92-21 587 4708, Tel: 92-21 583 3549) 





on or before September 15, 2001 during office 
hours, which close at 1600 hrs. The words 
“Application for Pre-qualification” should be 
written on the envelope. 
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Special report The world economy 





` A global game of dominoes 


The world economy is probably already in recession. How bad might it get? 


NE by one, economies around the 

world are stumbling. By cutting inter- 
est rates again this week—for the seventh 
time this year—the Federal Reserve hopes 
itcan keep America out of recession. Butin 
an increasing number of economies, from 
Japan and Taiwan to Mexico and Brazil, 
GDP is already shrinking. Global indus- 
trial production fell at an annual rate of 6% 
in the first half of 2001. 

The picture may soon look even worse. 
Early estimates suggest that gross world 
product, as a whole, may have contracted 
in the second quarter, for possibly the first 
time in two decades. Welcome to the first 
global recession of the 21st century. 

So far, America itself has escaped a 
technical recession, defined as two quar- 
ters of falling GDP. But on August 29th re- 
vised figures are expected to show that 
America’s GDP growth in the second quar- 
ter was close to zero or even negative, 
rather than the 0.7% annual rate originally 
announced. With GDP growing well be- 
low trend for several quarters, profits tum- 
bling and unemployment rising, it now 
smells horribly like a recession. 

America’s index of leading economic 


indicators has risen for four consecutive 
months, suggesting that the worst may be 
over. But as yet there is no sign of the v- 
shaped bounce-back in the economy that 
most economists had promised earlier this 
year. The 32% fall in new orders for elec- 
tronic goods in the year to June signals that 
capital spending will plunge further as 
firms respond to weak profits and excess 
capacity. The Fed's “beige book”, a 
monthly survey of economic activity, sug- 
gests that the manufacturing slump is now 
spreading to the rest of the economy. 

So far, the consumer has kept the Amer- 
ican economy ticking along—partly thanks 
to rising house prices, which have cush- 
ioned household wealth against the drop 
in share prices. But retail sales were flat in 
both June and July, down from an annual 
growth rate of 10% in early 2000; and con- 
sumer credit fell in June. Many commen- 
tators argue that America can still avoid re- 
cession, so long as consumer spending 
does not collapse. But 1982 suggests other- 
wise: America then had its deepest reces- 
sion since the 1930s, yet consumer spend- 
ing continued to grow, offset by plunging 
investment and exports. 
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Consumer spending may soon perk up 
as tax-rebate cheques drop through letter- 
boxes. But worries about jobs could lead 
workers to save the money instead. The 
jobless rate has risen by 0.6 percentage 
points since last October, and recently an- 
nounced huge layoffs imply that it will rise 
further. Goldman Sachs forecasts a rate of 
5.2% in 2002, up from 3.9% last year. Unem- 
ployment has never previously risen by 
this much without there being a recession. 


Nowhere is safe 
Earlier this year, when America first 
sneezed, the European Central Bank (along 
with most private-sector economists) ar- 
gued that the euro area was insulated from 
America’s slowdown and had little to 
worry about. This seems to have been 
wrong. In Germany there are fears about 
recession as business investment and re- 
tail sales tumble. The blame lies with 
weaker domestic spending rather than ex- 
ports. New figures this week confirmed 
that Germany’s GDP stagnated in the sec- 
ond quarter. But the IFO survey of busi- 
ness confidence was better than expected 
in July, rising for the first time this year. 

Italy's GDP fell in the second quarter, 
and although growth has held up better in 
France and Spain, most economists reckon 
that growth in the euro area as a whole 
was close to zero in the quarter. Nobody is 
forecasting an actual recession in the euro 
area this year, but it is no longer expected 
to provide an engine for world growth. 

As for Japan, it is probably already in re- 
cession. Japan’s GDP grew slightly in the » 
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> first quarter, but only because consumer 
spending was boosted by the introduction 
of a new recycling law which encouraged 
households to bring forward purchases of 
fridges and televisions. Goldman Sachs 
reckons that figures due on September 7th 
could show that Gpe fell at an annual rate 
of as much as 6% in the second quarter, 
and the contraction has almost certainly 
continued into the second half of the year. 

Persistent deflation continues to 
weaken spending by increasing the real 
burden of debt and encouraging consum- 
ers to put off spending. A revised measure 
of Japan’s consumer-price index, due to be 
published next week, is likely to show that 
deflation is worse than had been thought. 
The new index will include more up-to- 
date weights and new goods whose price 
has fallen sharply, such as personal com- 
puters and mobile-phone charges. 

Worries about a deflationary spiral 
prompted the Bank of Japan to announce 
last week that it would pump more liquid- 
ity into the economy, increasing banks’ re- 
serves at the central bank and buying 
more government bonds. It was a step in 
the right direction, but probably not 
enough to drive away deflation. The gov- 
ernment’s plan to cut public spending is 
also likely to depress the economy. 

If one assumes that growth in the sec- 
ond quarter was close to zero in America 
and the euro area, and that Japan con- 
tracted sharply, the combined Gprs of the 
rich economies will have contracted for 
the first time since late 1990. But, unlike 
1990, a growing number of emerging econ- 
omies are also sliding into recession. 


United we fall 

Some of the numbers coming out of East 
Asia are truly scary. Singapore and Taiwan 
have both seen two quarters of shrinking 
GDP. Singapore’s fell at an annual rate of 
11% in the first half of the year, Taiwan's at 
a rate of 6%. South Korea’s economy has 
slowed sharply, and second-quarter fig- 
ures are likely to show that Malaysia and 
Thailand are also dangerously close to re- 
cession. J.P. Morgan estimates that emerg- 
ing East Asia, excluding China, contracted 
in the second quarter and will do so again 
in the third quarter. 

East Asia’s problem is that the region 
had been over-reliant on exports of in- 
formation technology (rr) equipment to 
the United States. America’s IT investment 
boom allowed the Asian economies to re- 
cover much faster than expected from 
their financial crisis in 1997-98, but as the 
boom has turned to bust they are now be- 
ing dragged down. Taiwan's total exports 
fell by 28% in the year to July. As well as a 
collapse in exports, Asia also faces a huge 
overhang of capacity and hence the risk of 
a sharp plunge in investment. 

Although America’s slump may be the 
main culprit, the former East Asian tigers 





also have themselves partly to blame. The 
strength of their rebound bred compla- 
cency about the need for structural re- 
forms, such as cleaning up banks and cut- 
ting corporate debts. As a result, the 
growth in domestic demand has been rela- 
tively weak, making economies even more 
dependent on exports. South Korea’s ex- 
ports of goods and services jumped from 
30% of GDP in 1996 to 45% last year; Thai- 
land’s from 39% to 66%. Asia is thus more 
exposed to a global slump than ever. 

In Latin America, Argentina and Mex- 
ico are already in recession and Brazil 
looks likely to follow after its GDP fell at an 
annual rate of 4% in the second quarter. Ar- 
gentina’s problems stem from the peso’s 
rigid link to the dollar, which has eroded 
competitiveness and forced up interest 
rates on its massive debts. Brazil has been 
hurt by financial contagion from its neigh- 
bour; Mexico’s headache is that its exports 
to America amount to 25% of its GDP. Mex- 
ico’s GDP has now fallen for three quarters 
in a row. 

There are some exceptions around the 
world of economies that seem relatively 
untouched by the global downturn. For ex- 
ample, although China’s growth slowed to 
an annualised 5% in the second quarter, it 
is still tipped to grow by almost 8% for the 
year as a whole, and India by 5%. But with 
output flat or falling in the second quarter 
in economies that among them account 
for two-thirds of world output, the world 
may already be in recession (see chart 1). 

The most striking aspect of the current 
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slowdown is that it is more widespread 
than in previous world slumps in 1975, 
1982 or 1991. Those three years were all of- 
ficially designated as world recessions, yet 
global GDP growth ranged between 1.2% 
and 1.9%, as recession in some parts of the 
world was offset by growth elsewhere. 
(This is why growth of 2% or less is gener- 
ally considered to be a world recession.) In 
1975, even as the jump in oil prices pushed 
rich economies into recession, Latin Amer- 
ica and Asia remained relatively strong. In 
1990-91 America went into recession, but 
Japan, Germany and most emerging econ- 
omies continued to boom. 

The world economy grew by 4.8% in 
2000, its fastest since 1984, and most econ- 
omists had expected 2001 to be another 
bumper year. Even those who predicted a 
hard landing for America’s economy did 
not expect the whole world to slump with 
it. The downward revisions to 2001 growth 
forecasts have been unusually abrupt (see 
chart 2 on next page)—and they are proba- 
bly still too rosy. What went wrong? 

Atleast four negative forces have driven 

the global slowdown: 
e First, and most important, the global rT 
boom has turned to bust. It was obvious 
last year that America’s 1r bubble was 
bursting as the Nasdaq collapsed and dot- 
coms went bust, but it was not widely ap- 
preciated that this was much more than 
just a narrow bubble in Internet stocks. In- 
stead, “new economy” hype had distorted 
the global tech sector and unbalanced the 
entire American economy. 

Over-exuberance about future profits 

and cheap capital had encouraged a lot of 
overinvestment, especially in IT. The con- 
sequent collapse in capital spending this 
year has hammered 1T manufacturers at 
home and abroad. In the second quarter, 
business investment fell by an annualised 
15% in America and by an estimated 18% in 
Japan, according to Morgan Stanley. 
e A second and related dampener on 
growth has been the collapse in stock- 
markets everywhere, which has eroded 
households’ wealth and hence their desire 
to continue spending at the pace of last 
year. The 28% average fall in share prices 
since early 2000 has wiped $10 trillion off 
global wealth. Stockmarkets have fallen by 
even more in Europe and Asia than in 
America. Households in Europe hold 
fewer shares than their American counter- 
parts, so the wealth effect on consumers is 
smaller. However, the plunge in share 
prices has seriously dented business confi- 
dence and investment plans. 

A recent study by the rmr found that, 
whereas changes in the value of non-tech 
shares have little impact on consumer 
spending or investment in Europe, each 
dollar increase or fall in the value of tech 
shares has as big an impact on investment 
and spending as in America. This may ex- 


plain why the bursting of America’s tech p» 
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= » bubble has dented Europe’s growth by 


more than expected. 
e The jump in energy prices last year re- 
duced real incomes in oil-consuming econ- 
omies and squeezed firms’ profits. The 
economic impact of higher oil prices has 
been smaller than in the 1970s, because 
rich economies today use only half as 
much oil per dollar of Gpp as they did. 
Nevertheless, higher oil prices have clearly 
reduced global growth. 
¢ Last, but by no means least, the spillover 
from America’s downturn to the rest of the 
world has been more powerful than in the 
past. As the world economy has become 
more integrated, a downturn in one econ- 
omy spreads faster to another. During the 
past few years the world was hugely de- 
pendent on America as an engine of 
growth. Stephen Roach, at Morgan Stanley, 
reckons that the United States accounted 
for two-fifths of world GDP growth over 
the past five years, either directly or indi- 
rectly by sucking in imports from other 
countries. That dependence left the world 
more vulnerable to an American slump. 
Economies have become more closely 
connected to America through trade, 
global supply chains and multinationals. 
Over the past decade world trade has 
grown 2.3 times as fast as world GDP, com- 
pared with only 1.4 times in the previous 
two decades. American imports now 
amount to 6% of the Gpp of the rest of the 
world, twice as large as in 1990. But in the 
first half of this year, American imports 
fell at an annual rate of 13%; imports of IT 
equipment fell at a rate of almost 50%. 
Industrial supply chains have become 
increasingly globalised as firms in rich 
economies outsource production to 
cheaper places, such as East Asia. Two- 
fifths of the growth of non-Japan Asia in 
2000 was due to an increase in IT exports 
to America. But conventional trade statis- 
tics understate the increase in business 
linkages, because multinationals are play- 
ing a growing role. In1998 the local sales of 
American affiliates of German firms were 
nearly four times their exports to America. 


So the slump in America has squeezed par- 
ent companies’ profits. American multina- 
tionals have also responded to the slump 
at home by trimming output and jobs in 
Europe and Asia, transferring the blight 
from one region to another. Similarly, Fu- 
jitsu, a troubled Japanese electronics firm, 
has just announced that it will slash 
16,400 jobs, 10% of its global workforce. 
Most of the cuts will be outside Japan. 

During the good times, the increased 
interconnections of economies allowed 
other countries to share in America’s 
boom. Now, however, America is export- 
ing some of its recession abroad by import- 
ing less. In turn, economies hurt by Amer- 
ica’s downturn buy less from the United 
States and the rest of the world, which de- 
presses demand further. In the first half of 
this year, Asia’s exports and imports both 
fell by around 20% at an annual rate (see 
chart 3). Indeed, global trade is screeching 
to a halt . The Economist Intelligence Unit, 
a sister company of The Economist, fore- 
casts that growth in the volume of world 
trade will drop to only 3% this year, from 
13% in 2000. That would be the sharpest 
slowdown since 1975. 


The long and the short of it 

How long will the world economic down- 
turn last? Most economists still expect 
both the American economy and the 
world economy to bounce back by the end 
of this year. Goldman Sachs, for instance, 
reckons that global economic activity will 
reach a trough in the present quarter. How- 
ever, it expects a sluggish recovery. 

There are two reasons for optimism. 
First, largely thanks to the cut in American 
short-term interest rates from 6.5% to 3.5%, 
the money supply in rich economies has 
accelerated sharply. If monetary policy 
worked with the same lags as in the past, 
the world could look forward to a strong 
rebound next year. Second, oil prices have 
fallen, pulling down inflation and pushing 
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up real incomes and profits. 

But unfortunately, the balance of risks 
lies on the downside. Top of the list is the 
risk that America may go into recession as 
rising unemployment curbs consumer 
spending. Were the dollar to go into free- 
fall, as opposed to a measured decline, that 
too could cause a collapse in economic 
confidence. America’s economic down- 
turn is also likely to last a lot longer than 
had once been expected. It is different from 
other economic cycles since the second 
world war. Typically, recessions have been 
caused by high interest rates imposed to 
fight excess demand and inflation. Instead, 
this has been an investment boom-bust 
cycle, more like recessions before the war. 
In investment-led cycles, interest-rate cuts 
tend to be less effective in spurring de- 
mand until excess capacity and debts have 
been reduced. 

Then there is the risk that Argentina 
might yet default on its debt. This week the 
IMF agreed to a new $8 billion loan for Ar- 
gentina. But it is only a stopgap. The fiscal 
austerity required to meet the 1mF‘s condi- 
tions are likely to prolong Argentina’s re- 
cession. The good news is that the risk of 
widespread contagion from Argentina to 
other emerging economies may be smaller 
than a few years ago. Most emerging econ- 
omies have larger foreign-exchange re- 
serves, less short-term debt and floating 
exchange rates. Investors also seem to dis- 
criminate more among borrowers. How- 
ever, if Argentina does eventually default, 
other emerging economies would surely 
suffer. 

Perhaps the biggest downside risk is 
that American share prices still look over- 
valued. Indeed, the recent downward revi- 
sions to both productivity growth and to- 
tal profits as measured in the national 
accounts has increased the likely extent of 
that overvaluation. One of the success sto- 
ries of the new economy was supposedly 
the surge in productivity and profits in the 
late 1990s. But official number crunchers 
have recently rewritten history. It turns out 
that productivity growth was a bit less 
miraculous than first thought, while the 
profits boom of the late 1990s was mostly 
an illusion. 

The new figures, which take account of 
the true cost of stock options, show that 
profits have been falling as a share of na- 
tional income since 1997. The reductions in 
productivity growth make analysts’ fore- 
casts of long-term profits growth—and 
hence share prices—look even more ridicu- 
lous. They also suggest that America’s sus- 
tainable rate of GDP growth is well below 
what it has enjoyed in recent years. 

The risks of a deeper global slump re- 
main high. But even if America avoids a re- 
cession this year, it is unlikely to return 
soon to the go-go days of recent years. 
Many American investors and consumers 
have yet to wake up to this fact. m 


ALTHOUGH I FELT PARTICULARLY SHARP AT THE MEETING, 
I BELIEVE THE LOBSTER TAKES CREDIT FOR CLINCHING THE DEAL. 


“The client seemed pleased with the strategy, they didn’t 

jump at our fee and they even thanked us for such a thorough 
analysis of their market. But I did however have a sneaking 
suspicion that more attention was paid to the main course 
than to my painstakingly crafted pie charts.” 

~ A resident’s perspective. 


We appreciate how important it is to provide the kind of service that 
helps nurture a more positive business atmosphere. One that doesn't 
simply leave a good impression but generates results. Naturally we 
offer a full menu of supporting facilities, including your own business 
concierge, in-room broadband Internet and a full-service business 


centre. And, of course, an exceedingly fine lobster 


Raffles Hotel, 1 Beach Road. Singapore 189673. Tel: (65) 337-1886. Fax: (65 


Email: raftles(@iratiles.com www.raffleshotel.com 


Islamic Republic of Mauritania 
Special Commission for the Privatisation of SOMELEC 


Pre-Qualification Tender 


The Government of the Islamic Republic of Mauritania is currently conducting a restructuring of 
the Water, Water Treatment and Energy sectors. To that extent, the Government has decided to 
establish a preliminary list of experienced and qualified operators that may be interested in 
assuming the generation, transport and distribution of electricity in Mauritania. These activities 
d’Electricité (hereinafter 


ure currently carried out by the Société Mauritanienne 


“SOMELEC”), a wholly state-owned company 


The Government of the Islamic Republic of Mauritania hereby invites interested parties (the 
“Applicants”) to participate in the pre-qualification of Applicants process pertinent to the Energy 
Sector Reform. The Mauritanian Government is seeking to dispose of 51% of the share capital 
of SOMELEC, together with management and operating control, to a strategic partner, which 
will be responsible for the continuing activities of SOMELEC and will undertake the investments 


necessary to the development of the sector 


The selection of the Applicants will be conducted through a two-stage competitive and open 
bid process. The Applicants are thus invited, in the first instance, to pre-qualify for the formal 
bid process. The second stage will be the formal tender process which will be solely reserved 
to pre-qualified Applicants 

The expression “Applicants” is defined as follows 

Either 

any incorporated entity currently operating in the Electricity sector, and more particularly 
with proven experience as an operator or owner of electricity generation plants as well as 
distribution networks, which will meet the pre-qualification criteria stated hereinafter, Or 
any consortium or grouping of entities complying with the aforementioned pre-qualification 
requirements and whose leader satisfies at least the first three pre-qualification criteria listed 
hereafter 

In order to meet the relevant pre-qualification requirements, the Applicant will need to 
demonstrate, either directly or through a majority held subsidiary (51% stake or higher) 

a minimum of five (5) years experience in generation, transport and distribution of electricity: 
à total installed capacity of at least 1,000MW; 

a distribution network of at least 1,000,000 billed customers; 


minimum shareholders’ funds of two hundred million dollars (USS$200,000.000) as at the 31" 
of December 2000 


Issued by HSBC Investment Bank ple, regulated by the SFA for investment purposes in the United Kingdom. ES/71 


e aminimum global annual turnover of five hundred million dollars (US$500,000,000) over the 
last three financial years 
he comprehensive list of pre-qualification criteria, compulsory declarations and documents 
is provided in the Terms of Reference for Pre-Qualification of Applicants to which this notice 
is subject 
Interested Applicants may obtain the Terms of Reference for Pre-Qualification of 
Applicants by contacting at their earliest opportunity the following 


Mr Mostapha Ould Cheikh Mohamedou 
Président 

Commission Spéciale Chargée de la 
Privatisation de la SOMELEC 

14, llot Z, BP 5733, Nouakchott 


Mr Stephane de Vaucelles 

Director 

Corporate Finance & Advisory 

HSBC Investment Bank plc 

Vintners Place, 68 Upper Thames Street 
Mauritania London EC4V 3BJ, United Kingdom 
Tel. +222 525 34 86 Tel. +44 20 7336 9467 

Fax. +222 525 89 51 Fax. +44 20 7336 9500 

This request shall be in writing by post or facsimile and shall stipulate that it is a request for 
Terms of Reference for Pre-Qualification of Applicants in the Electricity sector by clearly 
displaying the mention “Demande de Dossier de Pré-qualification — Privatisation de la 
SOMELEC”, The relevant documents will be forwarded by couner to the Applicant or handed 
to any person that he may have designated. The Special Commission shall not be held liable for 
any loss or delay that may occur in the delivering of the documents 

All pre-qualification documents shall be submitted by Applicants to the Special Commission at 
the address stated in paragraph 5 by 12.00 noon (UT) on the 15" of October 2001 and shall bear 
the mention “Demande de Pré-Qualification — Privatisation de la SOMELEC™ 

The Government of the Islamic Republic of Mauritania will reserve the right to accept or reject 
any documents received after the expiration of the deadline stated in paragraph 7 

The Applicants will be informed of the outcome of their request for pre-qualification in the 
manner and conditions prescribed by the Terms of Reference for Pre-Qualification of 


HSBC «> 


Applicants. 
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Persuading the reluctant spenders 


BEIJING 


As its exports fall, China is trying to boost its domestic economy 


HE figures appear impressive. Officials 

proclaim that China really has turned 
the corner after several years of declining 
growth. Growth is widely predicted to 
reach 7.5-8% this year. That may be down a 
fraction from last year’s 8%, but it would 
still be remarkably healthy for a country 
suffering from a sharp contraction in its ex- 
port growth as a result of the global slow- 
down. Indeed, some Chinese economists 
are predicting that, for the next two or 
three years, the country will enjoy an un- 
usually stable period of sustained high 
growth coupled with low inflation. 

There is more good news. China’s ac- 
cession to the World Trade Organisation 
(wTo), likely to happen next year, may 
bring in another surge of foreign invest- 
ment, which already is greater than in any 
other developing country. In the first half 
of this year, contracted foreign investment 
soared by nearly 40% compared with the 
Same period a year ago. Officials say 
China’s successful bid to stage the Olympic 
Games in 2008 will stimulate industries 
ranging from tourism to construction, add- 
ing as much as 0.3 percentage points to 


China's annual GDP growth. 

Government statistics based on sur- 
veys of residents in big Chinese cities sug- 
gest that consumers are gradually becom- 
ing more confident. China desperately 
needs such confidence. As export growth 
slows (exports are likely to grow by a mere 
5-8% this year, down from nearly 28% last 
year), domestic demand is becoming all 
the more crucial. But if there is a “feel 
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good” factor at work, its effects are patchy. 
On the positive side, retail sales of con- 
sumer goods rose by 10.3% in the first six 
months of this year, slightly higher than 
the 9.7% growth of last year. But this is only 
a moderate spending spree by Chinese 
standards. Nor is China completely out of 
the deflationary woods. Consumer prices 
rose by 1.5% in July compared with 0.3% in 
the whole of last year. But prices of cloth- 
ing, household appliances, transport and 
communication continued to drop. 

The sell-off of state-owned housing in 
recent years and large-scale construction 
of new apartments has encouraged some 
affluent Chinese to buy homes and spend 
money on furnishing and decorating. But 
consumers generally remain cautious 
about purchases, big or small. Some 70% 
of urban workers are employed by the 
state. Ata time of civil-service cuts and clo- 
sures of state enterprises, these people are 
not eager to spend with abandon. 

China’s GDP growth figures may look 
strong, but they are not matched by a cor- 
responding sense of well-being and secu- 
rity among ordinary citizens. A favourite, 
and reasonable, complaint of urban resi- 
dents is that an increasingly dispropor- 
tionate amount of the country’s new 
wealth is lining the pockets of a privileged 
few. Many are afraid that wro member- 
ship will throw more out of work, particu- 
larly in the inefficient state sector. 

Even growth of 7-8% is not enough to 
cope with China’s fast-rising unemploy- 
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ment. The urban rate is officially put at » 
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> about 3%, but most experts agree it is at 
least 8%. Rural underemployment is 
around 30%. This week, the prime minis- 
ter, Zhu Rongji, said the economy, though 
still expanding, was in need of a boost. He 
did not say what the government had in 
mind, but those close to him indicated that 
civil servants might be in for a pay rise, 
there would be easier credit and more in- 
centives for exporters. 

In reality, China’s growth, though defi- 
nitely positive, may well be lower than the 
official figure, given the propensity of local 
authorities to exaggerate. Moreover, de- 
spite GDP growth in the first six months of 
7.9%, the increase in the value of industrial 


Tea in China 


A scandal brewing 


HONG KONG 


The fake cuppa 


HE best tea in China is said to be 

grown on the hills around the eastern 
town of Hangzhou. It is called Longjing, 
named after the village where it was first 
grown. The Chinese have been praising 
Longjing for centuries. Poems have been 
written about it. It is very expensive. A 
few leaves, enough to make a small cup, 
can cost the equivalent of $3.50. How- 
ever, a Shadow has fallen over Longjing 
tea. Inferior imitations have appeared on 
the market. 

This is serious. It is one thing for the 
Chinese to fake western goods such as 
compact discs; but their inestimable tea 
is another matter. The tea is protected by 
regulations enacted by the People’s Con- 
gress of Zhejiang, the province of which 
Hangzhou is the capital. The authorities 
have let it be known that transgressors 
will be severely punished. In a swoop 
on a Shanghai market, inspectors seized 


For you, a special price 


production slowed month after month be- 
tween February and July, from 19% to just 
over 8% compared with the same months 
a year ago. Slackening external demand is 
at least partly to blame. 

For the past three or four years, the gov- 
ernment has been stimulating domestic 
demand through massive spending on 
housing construction and other infrastruc- 
ture. But this cannot go on forever without 
incurring unsustainably high debt. Some 
Chinese economists argue that spending 
levels will have to be scaled down withina 
couple of years. The budget deficit is al- 
ready ballooning. In addition, the govern- 
ment is struggling with the hidden costs of 


more than 60 samples of various teas, 
among them Longjing, for examination. 

The best quality Longjing is har- 
vested only during a two-week period, 
usually between April 5th and 21st, after 
which the weather tends to turn humid. 
A sifu, or tea-leaf master, will lightly 
roast the leaves to seal their flavour. In 
brewing the tea the water should be hot, 
but not too hot. After five minutes, the 
brew is ready to be sipped accompanied 
by expressions of bliss of a sort that in 
the West accompany bottles of over- 
priced wine. Before this year’s harvest, 
one addict was reported to have secured 
her Longjing by bidding the equivalent 
of $1,200 for 50 grammes. In a country 
where the average pay for a city worker 
is no more than $1,100 a year, many Chi- 
nese were appalled by such extrava- 
gance. But think of the fragrance, she 
said, the delicate taste... 
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propping up a banking system plagued by 
bad debts incurred by politically inspired 
loans to bankrupt state firms. 

What then of rural China as an engine 
of growth? This is where some 70% of Chi- 
nese live. Chinese officials realise that 
maintaining high levels of growth over the 
long term will depend on the rural market. 
But in the countryside, the prospects are far 
from rosy. The average cash incomes of ru- 
ral households are about the same as they 
were five years ago, while taxes have been 
soaring. Membership of the wTo will bea 
further blow to the farmers as China opens 
its doors wider to agricultural imports. In 
the villages, retail sales in the first half of 
this year rose 7.4%, compared with 11.6% in 
the cities. 

China needs to generate and distribute 
wealth more effectively, and to keep its la- 
bour costs low by letting its rural popula- 
tion find work freely in urban areas. But it 
remains fearful of what might happen if it 
scraps Mao-era restrictions on internal mi- 
gration. Its cities do not have the infrastruc- 
ture and services to cope with a massive 
influx of job seekers. The tens of millions 
of rural dwellers who have found (or are 
looking for) work in towns and cities are 
already a huge burden. China is fortunate 
to enjoy high growth. Even a moderate 
downturn could cause an employment 
crisis with far-reaching social and political 
consequences. W 


Corruption in the Philippines 


The plots thicken 


MANILA 
But which one is believable? 


HE leader of military intelligence in the 
Philippines, Colonel Victor Corpus, 
claims that Senator Panfilo Lacson, a for- 
mer national chief of police, has been in- 
volved in a plot by drug traffickers to take 
over the state. In speaking out, the colonel 
says he is trying to defend democracy. 
Some of Mr Lacson’s fellow senators con- 
tend that Colonel Corpus’s accusations are 
meant to undermine democracy, perhaps 
in preparation for a military takeover. 
Whatever the truth, the affair has 
served to highlight the weakness of demo- 
cratic institutions in the Philippines in the 
face of pervasive crime and corruption. 
Colonel Corpus has accused Mr Lacson of 
laundering hundreds of millions of dol- 
lars in revenues from drug trafficking 
through accounts in Hong Kong and the 
United States. Mr Lacson denies these alle- 
gations, which were made by Colonel Cor- 
pus at a Senate committee hearing. 
Although Mr Lacson lost his job as »» 





> chief of police when his patron, Joseph Es- 
trada, was overthrown as president this 
year, he still enjoyed enough of a reputa- 
tion as a good policeman to be elected to 
the Senate soon after. Colonel Corpus ar- 
gued that Mr Lacson is a threat to national 
security, because he stands a chance of be- 
ing elected president in 2004. The colonel 
said he feared that Mr Lacson would then 
submerge the Philippines in “narco-poli- 
tics”. But his accusations had a hostile re- 
ception at the Senate hearing, which began 
on August 17th. Why was military intelli- 
gence, rather than the civilian law-enforce- 
ment agencies, investigating a senator? Be- 
cause, said the colonel, President Gloria 
Arroyo enlisted the help of military intelli- 
gence in fighting serious crime. 

Some senators suspect that Colonel 
Corpus'’s allegations are part of a smear 
campaign against possible opponents of 
Mrs Arroyo in the 2004 presidential elec- 
tion. Senators were further irritated when 
the colonel accused other members of 
Congress, as well as judges and members 
of the media, of corruption. These addi- 
tional accusations made some senators 
wonder if Colonel Corpus was the agent 
of a plot to undermine the institutions of 
democracy and install a military regime. 

A cynical public regards the whole af- 
fair as a form of theatre. Many ordinary 
Filipinos are prepared to believe that the 
entire establishment is corrupt, and that 
the balance of power within the ruling 
elite is preserved only because every 
member keeps quiet about the wrongdo- 
ings of every other member. The compet- 
ing assertions of Colonel Corpus and his 
opponents in the Senate that they are pro- 
tecting the institutions of democracy ring 
hollow in the ears of ordinary folk. They 
instinctively know that these institutions 
have no integrity over and above that of 
their individual members. 

They saw an example of this in Janu- 
ary, when the popularly-elected Mr Es- 
trada was overthrown. An Estrada crony 
upset the balance of power within the elite 
by publicly exposing corruption within 
the administration. The institutions of de- 
mocracy collapsed when the Senate voted 
to cover up some of the evidence against 
Mr Estrada and, in response, the generals 
mutinied and joined tens of thousands of 
“People Power” protesters. 

The Senate inquiry has so far made lit- 
tle progress toward finding out which sce- 
nario is the more far-fetched: a Philippines 
governed by a military clique, or a Philip- 
pines governed by drug traffickers. Inter- 
estingly, a third possibility is considered so 
far-fetched that few public figures have 
bothered to mention it. This is that Mrs Ar- 
royo means to keep her promise to clean 
up Philippine public life, and is pragmati- 
cally employing military intelligence and 
the media to do it, because the police and 
judiciary cannot be trusted. = 
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A setback for John Howard 4 4 


O THE rest of Australia, the Northern 

Territory has always been the last fron- 
tier. It is twice the size of France, with a 
population of fewer than 200,000 that 
sometimes seems as if it has just stepped 
out of the pioneering era. In the popular 
imagination, the territory is a place where 
people disappear in the searing outback 
and men prove they're men by wrestling 
crocodiles. The territory’s politics have 
usually reflected this ethos. In the 23 years 
since it gained self-government from Can- 
berra, the Northern Territory has been 
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Clare Martin, a new pioneer 


Nepal's new problem 
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ruled by the conservative Country Liberal 
Party, whose policies have often ridden 
\, roughshod over the aborigines who make 


. up more than a quarter of the territory’s 
‘population (compared with 2% of Austra- 
‘lia’s as a whole). 


To everyone’s surprise, Country Liberal 
rule came to an abrupt end on August 18th: 
the Labor Party captured 13 of the territory 
parliament’s 25 seats and prepared to take 
power in its own right or with support 
from independents. The Labor leader, 
Clare Martin, a 49-year-old former broad- 
caster, signalled a shake-up. The new par- 
liament has a record number of women 
and aboriginal members, defying the terri- 
tory’s reputation as a male-chauvinist out- 
post. Ms Martin pledged to abolish the for- 
mer government's mandatory-sentencing 
law for theft and property offences, a law 
criticised by the United Nations because it 
was seen as aimed at homeless, unem- 
ployed aboriginal youths. 

But perhaps the biggest shockwaves 
were felt in Canberra, where the federal 
conservative coalition government, led by 
John Howard, is facing an election by De- 
cember. The Northern Territory's was the 
third regional election this year in which 
parties affiliated to the Liberal and Na- 
tional parties in Mr Howard's coalition 
have suffered losses. The rot for the conser- 
vative parties, if that’s what it is, started 
two years ago when a seemingly invinci- 
ble Liberal government in Victoria, Austra- 
lia’s second-most-populous state, fell to 
Labor. Earlier this year, Western Australia 
and Queensland also elected Labor gov- 
ernments. The Western Australia result, 
like that in the Northern Territory, defied 
all predictions. 


Here come the Maoist women 


KATMANDU 


Who wantto ban alcohol 


HEY call themselves the All Nepal 
Women’s Association: Revolution- 
ary. They want all Nepal’s breweries and 
distilleries to be closed and the sale of al- 

cohol to be banned. This week they 
showed that they were serious, when 
some members of the association led an 
attack on a brewery near the Indian bor- 
der, burning it down. “The free use of al- 
cohol has done a great injustice to 
women, as drunken husbands go wild 
and attack their wives,” says the associa- 
tion’s leader, Kalpana Dhamala. 

The association is affiliated to the 
Maoist militant movement that has cap- 
tured large areas of the countryside, and 
it seems keen to show that women can 
be every bit as determined as men. Per- 
haps more so. Maoist men, like many 


Nepalese, enjoy a drink. The 48-year-old 
Maoist co-leader, Baburam Bhattarai, an 
architect turned revolutionary, has given 
the impression that the women’s de- 
mand to ban alcohol is a bit extreme. 
The fight is against alcoholism, not alco- 
hol itself, he insists. 

The government meanwhile has 
been holding frantic negotiations with 
the women. Brewing is one of the few 
successes in Nepal's dismal economy, 
accounting for 3% of GDP, almost as 
much as tourism. It employs more than 
30,000 people. In an effort to appease 
the Maoist women, parliament has hur- 
riedly passed legislation designed to iF 
ulate sales of alcohol. But as things stand 
the ee remain adamant: ban booze, 
or else. 





There was a warning for Mr Howard in 
the way the Country Liberal Party in the 
Northern Territory urged voters to give 


their second votes, under Australia’s pref- 


erential system, to One Nation, an extrem- 
ist party whose leader, Pauline Hanson, 
has made waves on the political scene by 
calling for an end to Asian immigration 
and to welfare for aborigines. It was an ex- 
traordinarily miscalculated tactic de- 
signed to lock Labor out by appealing to 
the territory's prejudices. But it was better 
suited to the days when Darwin, the capi- 
tal, was known as a hard-drinking town 
for misfits. Today it is a vibrant, multicul- 


Religion in Central Asia 


Faith in politics 


ALMATY 
Suspicion about missionaries 


T IS something of an annual ritual. At the 

beginning of summer, hundreds of 
western missionaries, mostly young 
American Baptists, flock to Kazakhstan to 
teach English at local universities for a few 
weeks, without pay. Many universities, 
hard up and unable to meet the huge de- 
mand for English tuition, gladly accept, 
looking at it as a beneficial arrangement 
for both sides. 

While it certainly is convenient, it is 
also controversial. Since the collapse of 
communism, many people in Kazakhstan 
and other former Soviet republics have ex- 
perienced a spiritual vacuum that mission- 
aries have been eager to fill. Although mis- 
sionaries are still tolerated, local 
authorities suspect that the line between 
teaching and proselytising is not always 
observed. In Kazakhstan about half the 
population is estimated to be Muslim, and 
Islam is a jealous faith. Some of its worries 
may be justified. A few years ago, when 
the wave of missionaries was atits highest, 
Baptists offered “Bible aerobics” at an Al- 
maty university. Whatever this was, it 
wasn’t teaching English. 

Over the past two years, official atti- 
tudes towards religion have become less 
relaxed. Partly this is because of worries 
about security. Neighbouring Kirgizstan 
and Uzbekistan were attacked by Islamic 
fundamentalists in the summers of 1999 
and 2000, leading to concerns that Kaz- 
akhstan too might eventually become a 
target. An expected attack this summer, 
when the snowy mountain passes be- 
come accessible, has so far not happened, 
possibly because Islamic militants are 
busy in northern Afghanistan, where this 
week heavy fighting was reported be- 
tween Taliban forces and the opposition 


tural city that has become home to thou- 
sands of East Timorese and other Asians. 
In the event, One Nation gained no 
seats, and the Country Liberal Party suf- 
fered a 9% swing against it. But One Nation 
will be competing for conservative votes, 
first or second, in the coming federal elec- 
tion, and Mr Howard is desperately ap- 
pealing to Liberal Party officials around the 
country to stay out of Mrs Hanson's orbit. 
Her party may be only one of his pro- 
blems. An opinion poll this week put the 
federal opposition Labor Party ten points 
ahead of Mr Howard's ruling coalition, 
enough for a landslide Labor win. m 


alliance. But leaders in the region remain 
on guard for possible attacks by extremists 
and have strengthened their security 
forces. 

Kazakhstan’s parliament is planning to 
pass amendments to the country’s religion 
law. Vladimir Ivanov, one of the authors 
of the present law, says that when it came 
into force in 1992 “we could not foresee the 
problems we have today with extreme 
groupings”. One thing it will seek to do is 
to clarify the status of missionaries. 

The changes will not, it is said, affect re- 
ligious freedom in Kazakhstan. Elsewhere 
in Central Asia, however, there are con- 
cerns about this particular human right. 


Defending Islam with charms, not guns 





Last week, the United States Commission 
on International Religious Freedom, a gov- 
ernment body, recommended that Turk- 
menistan be put on the list of “countries of 
particular concern” for limiting religious 
freedom to followers of Sunni Islam and 
the Russian Orthodox church. The Turk- 
men government has harassed congrega- 
tions of Baptists, Seventh Day Adventists 
and Pentecostals. It has shut down or de- 
molished Christian churches, and jailed, 
beaten and tortured believers. 

According to Human Rights Watch, Uz- 
bekistan too should be added to the list of 
countries of particular concern for reli- 
gious freedom. The organisation has docu- 
mented more than 800 cases of religious 
persecution there since 1999. Most of the 
victims have been Muslims jailed for long 
terms for praying in mosques not under 
the control of the government, or belong- 
ing to Islamic groups not registered with 
the government. 

Although Islamic fundamentalism in 
Central Asia has indeed grown, partly be- 
cause of authoritarianism in Uzbekistan 
and widespread poverty generally, the 
fear of extremism appears to be much 
larger than the actual size of the threat. 
Some Central Asian leaders foster such 
fears to their advantage. 

Pope John Paul is due to visit Kazakh- 
stan for several days starting on September 
22nd, his first trip to Central Asia. The 
country’s Roman Catholics are relatively 
few in number. The majority of Christians 
follow the teachings of the Russian Ortho- 
dox church. But the Roman Catholics, 
mainly Ukrainian in origin, will no doubt 
give their leader a good welcome. As the 
much-travelled pope puts Central Asia, 
even briefly, on world television, the re- 
gion’s leaders can only look on in envy. m 





United States 


Welfare reform 





America’s great achievement 


Welfare reform has worked better than anyone expected. That does not help 


policymakers decide what to do next 


UGUST 22nd marked a milestone in 
American social policy. On that day, 
five years ago, Bill Clinton, having prom- 
ised to “end welfare as we know it”, signed 
into law the Personal Responsibility and 
Work Opportunity Reconciliation Act, oth- 
erwise known as welfare reform. This 
ended welfare as an entitlement, available 
to all the parents who qualified, and re- 
quired recipients—mostly single mothers— 
to look for work. Rather than simply pay- 
ing up on demand, the federal government 
switched to a “block grant” programme, 
handing over a fixed sum to states ($16.5 
billion a year), to disburse as they wished, 
within limits. There are now, in effect, 51 
different plans—one in each state plus a 
central set of guidelines. 

One of those guidelines stipulated that 
poor people with dependent children 
would get federal payments for only five 
years over a lifetime. Their time is up, so 
payments to parents who have been on 
the rolls since then should stop. In fact, 
things should not change much. No one is 
sure how many of today’s 2m welfare fam- 
ilies have been on the rolls for the maxi- 
mum period. Not many probably, because 
the states have already pushed some re- 
cipients off the lists; and the 1996 law also 
allowed them to exempt up to a fifth of 
welfare recipients from the five-year time 
limit. More generally, federal payments 
now make up a smaller portion of the wel- 
fare system than payments from states and 
local governments. 


Still, the beginning of the end of federal 
welfare funding marks a natural point of 
reflection for “the most sweeping social 
change in America in more than half a cen- 
tury” (as Tommy Thompson, one of the re- 
form's pioneers and now its overseer as 
secretary for health and human services, 
has put it). Congress must also reauthorise 
the law next year. What has welfare re- 
form achieved? And can it be improved? 

When the reform became law, welfare 
rolls were near their all-time high. The 
“revolutionary” Republican Congress of 
Newt Gingrich tried to turn several social 
programmes—including Medicaid, the 
part-state, part-federal health-care system 
for the poor—into block grants. Welfare 
was the only Republican plan Bill Clinton 
did not veto. And he signed it in the teeth 
of vociferous Democratic opposition. 

Welfare is only part of the country’s 
poverty-reduction system, which includes 
public housing, food stamps, day-care sub- 
sidies, Medicaid and the Child Health In- 
surance Programme. But it has long been 
the most notorious part, not just because 
of its scale (in the mid-1990s, one in seven 
children was on welfare) but because it 
supposedly bred a culture of dependency. 

The first aim of the 1996 law was to 
break that culture by moving people off 
welfare and into jobs. Before the reform, 
states gave out about 80% of the federal 
money that they dispensed in cash bene- 
fits. Now only half goes in cash. The rest 
goes on job searches, education, training 
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and day-care for children of working 
mothers. Welfare offices have turned from 
cash-dispensing machines into job-cen- 
tres, all using different sticks and carrots to 
push welfare recipients into work. 

Critics on the left predicted disaster: un- 
skilled welfare recipients would be unpre- 
pared for the discipline of work. In fact, 
welfare rolls have fallen more than even 
supporters predicted: from 5.1m families at 
the peak in 1994 to just over 2m now (see 
chart 1 on next page). In Wisconsin, where 
Mr Thompson was governor, Florida and 
Mississippi the rolls fell by more than 75%. 
Around two-thirds of those who left wel- 
fare are still working. Of the large minor- 
ity, some returned to welfare, some subsist 
on other forms of government support 
and a few—an unknown number—have 
fallen through the cracks. 

The unemployment rate for single 
mothers had been stuck at around 43% for 
most of the 1980s and early 1990s. After re- 
form, the rate fell to 28% by 1999. The un- 
employment rate of never-married moth- 
ers fell even faster, from just over half in 
1996 to one-third three years later. In the 
early 1990s, the average stay on welfare 
had been more than eight years: depen- 
dency, indeed. Now, the stay is probably 
less than half that. In the narrowest sense 
of the law’s aim, it has been a triumph. 

This has not been achieved merely by 
skimming the cream: the worry was that 
the employable minority would find jobs 
quickly, leaving behind an unemployable 
residue who would not find work, even if 
their benefits were cut off. At some point, 
presumably, the law of diminishing re- 
turns must set in. But that point has not 
been reached yet. 

Studies by the Urban Institute, a Wash- 
ington think-tank, show that the most re- 
cent batch of welfare leavers (those who 
left in 1997-99) have similar levels of em- 
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ployment and wages as the first batch » 





> (who left in 1995-97). And they suffer less 
hardship than the earlier group, with 
“only” 41% living below the poverty line, 
compared with 48% in 1997. There has 
been no build-up of the worst cases on the 
rolls. Welfare recipients seem far more em- 
ployable than critics feared. 


It’s not the economy, stupid 

The reforms took place at a time of unprec- 
edented economic growth. Some wonder 
whether their success has been enhanced 
by transient economic factors that have be- 
gun to change. Just before the economic 
slowdown became apparent there was a 
rise in the caseload between July and Sep- 
tember 2000—a mere 8,000 families, but 
the first time that more than a handful of 
states had seen the numbers rise. 

Yet the connection between welfare 
rolls and the economy is less firm than you 
would expect. During the 1980s, when 
America added 20m new jobs, welfare 
rolls grew by over 500,000 families. Rolls 
also rose quickly at the beginning of the 
economic recovery of the early 1990s. The 
good news did not begin until 1994—when 
welfare reform began experimentally in 
some states. It was strongest in those, such 
as Wisconsin, that went furthest with their 
own reform measures. 

A review by the Urban Institute shows 
that six studies before 1996 all gave more 
weight to the economy than policy. Two 
even found the economy accounted for 
three-quarters of the change in caseloads. 
But the two more recent studies of effects 
after 1996 placed policy above the econ- 
omy by aratio of at least four to one. 

This hardly settles the argument con- 
clusively. The success so far must owe 
something to the economy—and a down- 
turn will, at the very least, affect the pace 
of improvement. On the other hand, wor- 
ries about the economy should not be al- 
lowed to denigrate the achievement. Re- 
form has left recipients better off than they 
would otherwise have been. 

“Better off”, however, does not mean 
much. The first aim of reform was to get 
people into jobs; the second was to im- 
prove the income of the poor. Here reform 
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has been less successful. Reductions in 
poverty have occurred, but at a slower rate 
than reductions in welfare rolls (chart 2). 

In terms of wages, poor parents im- 
proved their lot (albeit at miserable levels). 
Annual wages for the bottom fifth of sin- 
gle-mother households rose from $1,350 in 
1993 to $2,400 in 1999—a nominal rise of 
more than 80%. Earnings for the next 20% 
of wage earners increased even more, 
from $4,800 to $9,600. 


Employed, but not richer 

The trouble is that for every dollar gained 
in extra earnings, people lost around 40 
cents in benefits. The poorest 40% of sin- 
gle-mother households increased earn- 
ings by about $3,000 between 1993 and 
1999. But their disposable incomes rose by 
only about $1,850. The poorest of all have 
been hit hardest. According to Wendell Pri- 
mus, a former Clinton administration offi- 
cial, and Ron Haskins of the Brookings In- 
stitution, 700,000 families are worse off 
under reform than they were before; and 
the child-poverty gap—the total amount 
that would be needed to bring all children 
up to the poverty line—fell only slightly in 
1993-99, from $59.8 billion to $56.3 billion. 

That still marks an improvement in the 
number of children escaping poverty. Un- 
til the mid-1990s, the proportion of chil- 
dren living in poverty had been rising er- 
ratically (see chart 3). Since then, the trend 
reversed sharply. In 1999, the child-pov- 
erty rate was back to its lowest since 1979 
and poverty among black children was at 
its lowest level ever. Using a broader mea- 
sure of poverty, the decline in poverty has 
been comparable to the big gains of the 
1960s and was more than twice as great as 
during the 1980s. 

Yet the fact remains: poor parents have 
seen less improvement in incomes than in 
their chance of a job. This gets more trou- 
bling when you look at wider benefits to 
children (such as higher school grades and 
keeping out of trouble with the law). Such 
things, according to a study of 11 different 
welfare schemes by the Manpower De- 
velopment Research Corporation, im- 
prove significantly only when the reforms 
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boost both jobs and income. 

But breaking the culture of depen- 
dency had wider goals than these. If you 
read the early pages of the welfare-reform 
bill, it is startling to find how often the 
word “marriage” appears. Welfare reform, 
for many of its proponents, was not to be 
judged by economic statistics. Rather, as 
one commentator, Mickey Kaus, says, it 
was about taking a “culture characterised 
by welfare dependence, a high rate of 
births out of wedlock, high male unem- 
ployment, and crime and replacling] it 
with a new, more virtuous social dy- 
namic.” Marriage is the best indicator of 
this complex change—and itis here that the 
most surprising good news is to be found. 

For decades before welfare reform 
there had been a relentless rise in the num- 
ber of out-of-wedlock births (from 18% in 
1980 to 33% in 1999). The number of chil- 
dren living with single mothers was espe- 
cially marked among the poor and among 
blacks. Yet in about 1996, these apparently 
unstoppable trends stopped. According to 
a study by the Centre for Budget and Policy 
Priorities (CBPP), the share of children liv- 
ing with single mothers on less than twice 
the poverty rate fell from 34.2% in 1995 to 
32.8% in 2000. This group includes most 
welfare recipients. 

The revival of the nuclear family in the 
past few years has been driven by many 
things (from education to a new long-last- 
ing injectible contraceptive). But it has 
been particularly notable amongst welfare 
beneficiaries. The proportion of black chil- 
dren living with their married parents rose 
from 35% in 1995 to 39% in 2000—a rise al- 
most three times bigger than that in the 
whole population. And a welfare pro- 
gramme in Minnesota which rewarded 
married couples has yielded startling re- 
sults. After three years, married couples on 
the scheme were considerably more likely 
to stay together than comparable couples 
on other programmes. Single parents join- 
ing the programme were also slightly more 
likely to get hitched. 

One of the authors of the cBpp study, 
Mr Primus, resigned from the Clinton ad- 
ministration in protest at the decision to » 





> sign welfare reform. He now credits that 


change for creating this most unexpected 
good news on the family. “Whatever we 
have been doing over the last five years,” 
he says, “we ought to keep going.” That de- 
pends on Congress, which has to reauthor- 
ise the welfare laws by October 2002. 

There is no constituency for a radical 
overhaul. Welfare hardly merited a men- 
tion in the presidential election last year—a 
remarkable testament to the way in which 
success in the field has produced political 
consensus out of controversy in five years. 
However, there is still room for Congress 
both to mess things up and improve them. 

The big danger, inevitably, involves 
money. Some congressmen cite the plum- 
meting welfare rolls as a reason to chop the 
block grant. Yet part of the success of the 
block-grant system is that, as those falling 
rolls have left behind the harder cases, it 
has increased the amount of money avail- 
able to find jobs for each of those people. 
That virtuous circle would turn vicious if 
the money were reduced. Indeed, the pos- 
sibility of recession suggests that the $2 bil- 
lion contingency fund—which provides 
extra money for hard-hit states—should be 
both increased and made easier to tap. At 
the moment, states virtually have to de- 
clare bankruptcy to get the cash. 

The problems to do with “ancillary 
benefits” (like food stamps) fortunately do 
not require Congress to authorise more 
money, just to simplify the rules. Fewer 
than half the working mothers who leave 
welfare continue to get food stamps, even 
though they are entitled to them. Cutting 
red tape—both at state and federal level— 
would do more than any single thing to 
boost the disposable incomes of welfare- 
leavers and to reduce child poverty. 

The third tricky area is how much wel- 
fare reform can be used to promote mar- 
riage. This is mostly a matter for the states, 
and atleast two—Oklahoma and Arizona— 
have set up ambitious programmes that 
are supposed to boost marriage rates 
among the poor (including marriage-train- 
ing classes). Congress could set up addi- 
tional matching funds to encourage such 
programmes. Perhaps more important, it 
could end the marriage penalties in its 
own tax code, especially in the earned-in- 
come tax credit. A study by the Urban Insti- 
tute found that if a single working mother 
on the minimum wage marries a man 
earning $8 an hour, she loses a staggering 
$8,060 in annual benefits. 

These problems are mere sun spots. It is 
rare enough that any government policy, 
let alone one dealing with poverty, is so 
near an unambiguous success as welfare 
reform has been. For decades, the under- 
class has loomed as America’s deepest so- 
cial problem. In just five years, reform has 
halved the size of the problem and made it 
possible to move on to the next stage. Pray 
that Congress doesn't blow it. m 


Jesse Helms 


Should he be missed? 


CHAPEL HILL, NORTH CAROLINA 





The senior senator from North Carolina will retire in 2003 


N THE past few years, Jesse Helms of 

North Carolina has become an elder 
statesman in the Senate, praised by Bill 
Clinton’s secretary of state, Madeleine Al- 
bright, and leading delegations to Mexico 
and the United Nations, both targets of his 
ferocious crusades. This week he said he 
would not run again next year. Despite his 
courtly manner in private, which so 
charmed Ms Albright, the mantle of states- 
man seems misapplied for the old cur- 
mudgeon. Throughout a three-decades- 
long Senate career, Mr Helms was a po- 
larising figure, a product of the Old South 
who rearranged the region's political land- 
scape in a much less gentlemanly way. 

Mr Helms, the son of a small town po- 
lice-and-fire chief, spent the 1960s as a 
commentator on a television station in Ra- 
leigh, the state capital. His searing editori- 
als, broadcast across the state’s coastal 
plain, voiced the anxieties and grievances 
of white southerners at a time of roiling so- 
cial change. Then, and later as senator, Mr 
Helms often defined himself by what he 
was against—communists, the civil-rights 
movement, gays, liberals. 

After he joined the Senate in 1972, Mr 
Helms was at first overshadowed by Sam 
Ervin, a North Carolina Democrat who 
presided over the Senate’s Watergate in- 
vestigation. Mr Helms emerged as a force 
in the Republican Party in 1976, backing 
Ronald Reagan’s campaign against Presi- 
dent Ford. With Mr Helms’s help, Mr Rea- 
gan won the North Carolina primary, 
though he lost the nomination. Still, that 
North Carolina victory kept alive his presi- 


dential hopes for 1980. 

Though Mr Helms supported Mr Rea- 
gan and considered him a friend, the two 
were sometimes at loggerheads, especially 
over foreign affairs. That became a con- 
stant theme: Mr Helms often seemed to be 
running his own foreign policy. He de- 
layed Senate approval of several Reagan 
appointees, just as he would later do with 
appointees of President Clinton and both 
George Bushes. He cast the only vote in the 
Senate against a resolution backing Britain 
in the war with Argentina over the Falk- 
land Islands. He supported the Contra war 
in Nicaragua, as did Mr Reagan. But he 
went further in giving support to El Salva- 
dor’s Roberto d’Aubuisson, who was 
linked to the “death squads” of that time. 

Many conservatives loved this unilat- 
eralist, sometimes isolationist, vigour. 
Even some who do not share his views de- 
fend Mr Helms on the grounds that he rep- 
resented a significant strand of American 
public opinion, which it was better to have 
expressed inside the corridors of power 
than leave to fester without. They point, in 
particular, to his long campaign to force 
the United Nations to reform itself by 
withholding American dues. 

The trouble was that the Senate’s intri- 
cate rules also enabled him to conduct 
quixotic crusades—most notably when he 
refused to hold a vote to confirm the nomi- 
nation as ambassador to Mexico of Wil- 
liam Weld, a moderate Republican from 
Massachusetts, whose social views he re- 
jected. In 1979, two Helms aides showed 


up in London to monitor negotiations over >» 





> theindependence of Zimbabwe, eliciting a 
protest from the British government that 
the senator’s staffers were encouraging the 
former Rhodesian prime minister, Ian 
Smith, to hold out longer. 

For much of his career, Mr Helms was 
in the Senate’s minority party. He seemed 
more comfortable hurling thunderbolts in 
opposition than fashioning initiatives in a 
majority. When Republicans won control 
of the Senate in 1994, however, Mr Helms 
rose to chair the Senate Foreign Relations 
Committee, the most powerful post he 
held. There he tightened the screws on 
Cuba, writing the Helms-Burton amend- 
ment which extended American law extra- 
territorially to foreign companies doing 
business with Fidel Castro—to the fury of 
America’s allies. And he bullied Mr Clin- 
ton into acquiescing to his line on the UN. 

These stands, which even some oppo- 
nents would concede to be principled, 
need to be set against his influence on the 
conduct of domestic politics—which was 
arguably both greater and more perni- 
cious. Shortly after he won his first re-elec- 
tion, Mr Helms set up a political-action 
committee that set new standards for na- 
tionwide fund-raising through the direct 
mailing of inflammatory letters. 

In 1984, in a re-election campaign 
against Jim Hunt, a popular Democratic 
governor, the Helms forces launched a fe- 
rocious assault on Mr Hunt's reputation 
and record in a television advertising cam- 
paign that went on for 15 months. In that 
campaign and again in his 1990 battle with 
Harvey Gantt, the black former mayor of 
Charlotte, Mr Helms set new standards for 
destructive and downright racist advertis- 
ing. 

Mr Helms never got more than 55% of 
the vote in five election campaigns. His 
views and his tactics split the electorate 
into two blocks, pro- and anti-Helms. He 
sought just enough of a majority for vic- 
tory and damned the rest of them. 

Partly for that reason, Mr Helms leaves 
behind neither a political organisation nor 
an obvious successor. Some Republicans 
want Elizabeth Dole, a former cabinet offi- 
cer whose mother lives in Salisbury, North 
Carolina, to run. But she may be opposed 
for the party’s nomination by candidates 
with deeper roots in the state. With the re- 
tirement of that other relic of segregation, 
98-year-old Strom Thurmond of South 
Carolina, the Republicans must defend 
two Senate seats in southern states that 
have just elected Democratic governors. 

The Republican candidate should still 
be favourite. Last year, the state gave its 
electoral votes to President Bush by a con- 
vincing margin. But whoever succeeds 
him will surely not possess that Helmsian 
combination of a pre-1945 world-view 
and old-South social attitudes that led him 
to practise such hard-edged, oppositional 
politics. = 


Massachusetts politics 
Queen Jane Il, or 
was that IV? 


BOSTON 


A little marital difficulty for the 
governor 


ANE SWIFT must feel grateful, at times, 

that the public cares about her personal 

life. After all, her newborn twins nearly 
saved her political reputation. When she 
became Massachusetts’s acting governor 
this spring—after the previous occupant 
skipped off to an ambassadorship—she 
was best-known for a string of scandals 
that had plagued her as lieutenant-gover- 
nor. But she was pregnant, and thus 
treated to gushing Tv interviews, national 
attention, and the requisite happy photo- 
graphs of mother and babies. When 
“Queen Jane” went on “working mater- 
nity leave”, her foes didn’t dare attack— 
and her approval ratings soared. 

But the Massachusetts media pack has 
sharp, pointy teeth, and it pounced when 
Ms Swift returned to work this summer. 
Her 25-year-old stepson provided a reason. 
He called a newspaper to gripe about Ms 
Swift's opposition to gay marriages, but he 
dropped a more intriguing titbit in the pro- 
cess: Ms Swift was not her husband’s sec- 
ond wife. She was his fourth. 

As scandals go, this must be one of the 
smallest ever. True, there was some 
wrongdoing involved: Ms Swift and her 
husband lied on their marriage-licence 
application, saying he had been married 
only once before. But this is mostly a juicy 
piece of water-cooler gossip. Even Ms 
Swift's close friends and aides didn’t know 


Get the twins here quick 





this fact about Chuck Hunt, her publicity- 
shy husband who, at 47, is 11 years older 
than she is. Ms Swift has said she lied be- 
cause she wanted to protect him—presum- 
ably, from just this sort of circus. 

Even some Democrats are rushing to 
the Republican governor’s defence. Every 
politician faces scrutiny, but “we've now 
hit the lunatic level,” says Pat McGovern, a 
former state senator and Democratic can- 
didate for governor. But Tobe Berkovitz, a 
professor of communications at Boston 
University, has far less sympathy. Mr 
Hunt, he points out, was willing enough to 
appear in soft-edged newspaper stories 
about the state’s First Family. Now he 
should be ready to face inquiries about the 
rest of his life. 

Deserved or not, this attention is 
thwarting Ms Swift's attempt at a political 
resurrection. Elections for governor are 
due in a year’s time, and for a while she 
had seemed the front-runner. But each 
time a new embarrassment crops up, the 
voters get reminded of some pesky old 
ones: a state-paid helicopter ride home to 
look after a sick child, a habit of using 
aides to baby-sit her older daughter, an ex- 
orbitant salary she took to teach a course at 
a local college. They might start to remem- 
ber why they disliked her in the first place. 

Ms Swift, it is clear, has taken some les- 
sons from her previous brushes with scan- 
dal. In the past, she was defensive; this 
time, she apologised quickly. Then she 
used the power of her office to divert atten- 
tion, announcing, appropriately enough, a 
sweeping maternity- and paternity-leave 
programme. Still, she must have learned a 
couple of sobering lessons in the last 
week: that voters’ warm feelings can dissi- 
pate fast, and that the public never loses its 
appetite for bad news. = 
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Illinois politics 


A Daley dynasty? 


The prospect of one family holding 
the state’s two biggest jobs 


POLITICS can get into one’s blood, 

then Bill Daley is badly infected. Mr 
Daley was Bill Clinton’s secretary of 
commerce and Al Gore’s campaign 
chairman. More famously, he is the son 
of Richard J. Daley, Chicago’s mayor for 
two decades, and the brother of Rich- 
ard M. Daley, the current mayor, who 
has proved (in a much nicer and non- 
venal way) to be every bit as wily and 
powerful as his father. Now Bill Daley, 
a Democrat like the rest of his family, 
could be governor of Illinois. 

Mr Daley says he is leaning towards 
running and will announce his plans in 
the next few weeks. If he goes for it, he 
will leap near the front of a crowded 
field of candidates hoping to replace 
the current Republican governor, 
George Ryan, who has said he will not 
run again. Mr Daley starts with a 
brother whose approval rating as 
mayor of Chicago lingers near 80% and 
the best-known name in state politics 
since Abraham Lincoln (oh, alright, you 
pedants: Adlai Stevenson). His Palm Pi- 
lot—a present from Al, no doubt—is 
packed with state and national contacts 
from his days running presidential 
campaigns. Rich friends could be very 
valuable since Illinois has no limit on 
individual campaign contributions. 

Yet the Daley name would bea 
drawback, too. Chicago voters would 
be keen to have even more clout in 
Springfield, the state capital; suburban 
and “downstate” voters might be less 
excited by the idea. “I’m from a small 
town downstate, and I never heard 
anything good about Chicago or its 
politicians,” says Bill Wheelhouse, a 
political reporter for Illinois Public Ra- 
dio. Chicago is notorious—rightly or 
not-for siphoning funds away from the 
rest of the state; the Daleys are the con- 
summate deal-cutting Chicago politi- 
cians. Might two Daleys in power be 
one too many? “He was secretary of 
commerce and I didn’t take over the 
United States,” scoffs the mayor. 

The head of the Illinois Democratic 
Party, Michael Madigan, has encour- 
aged Mr Daley to run. For many Illinois 
Democrats, Mr Daley is simply the per- 
son with the best chance of getting 
them back to power. Despite voting for 
both Messrs Gore and Clinton, the state 
has not chosen a Democratic governor 
for nearly 25 years. If Mr Daley looks 
like a winner, Democrats all over the 
state will forgive him his last name. 


Drumming in the 
good old way 


LOVELAND, COLORADO 
An old religion is reborn, in very 
different surroundings 


| payer any of the Indians will dance, 
the tobacco does. A smattering of to- 
bacco is put on the membrane of the big 
drum, which is hit softly by the five men 
sitting around it. One, in a T-shirt and base- 
ball hat, lets a toddler on his lap work the 
stick for a bit. Another, in a leather jacket 
adorned with beads and feathers, presses 
a cassette recorder against his ear, learning 
a song his friends will soon sing as loud as 
they can in a language that many of them 
do not understand. 

This group is one of four such “drums” 
at the Northern Colorado Intertribal Pow- 
Wow. Some drums bear evocative names, 
such as the Long Walk Descendants. Oth- 
ers are more whimsical: the Dead Grass 
Singers are supposed to make people 
dance until only bare earth is left. The high- 
light of the morning is the Gourd Dance. 

Rattling gourds and waving fans made 
of feathers from eagle-hawks or red-tailed 
hawks, members of the Gourd Dance Soci- 
ety sway to the singing and drumming. 
Parts of the dance are dedicated to specific 
causes, such as ex-servicemen and (this 
pow-wow’s special theme) fathers and 
sons. At the end, a blanketis produced fora 
graceful piece of fund-raising. Travel has to 
be paid for, from as far away as New Mex- 
ico and Oklahoma, and the head dancer is 
expected to give away expensive presents, 
such as blankets, to show his appreciation 
of the honour. 

The summer pow-wow season is an 
important event for many of the 4.1m 
Americans who claimed some Indian 
blood in last year’s census. Pow-wows are 
supposed to have started on the Great 
Plains, where different tribes would meet 
during hunts and exchange news and 
songs. In the late 19th century, the federal 
government, fearing war councils, forbade 
all dancing outside rodeos and shows, 
such as the “demonstrations” of Indian life 
that Buffalo Bill took around the world. 

Bearing that in mind, the Loveland 
pow-wow is held indoors, in a building 
next door to the rodeo arena at the Larimer 
County Fairgrounds. Many of the partici- 
pants come dressed in different versions of 
Red Indian garb, with feathers, leather and 
bells, partly in the hope of winning one of 
the cash prizes at the dance, which forms 
the second part of the event. 

This mix is not everybody’s cup of tea. 
Paul Apodaca, of Chapman University in 
Orange, California, argues that current 
pow-wows, a sort of ecumenical modern 
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folk dance, bringing in the customs and 
songs of more than one tribe, would be 
unrecognisable to his Navajo ancestors. 
The rodeo pow-wows are frowned upon 
by traditionalists on reservations, where 
around 800,000 American Indians still 
live, and where the distinct rituals of par- 
ticular tribes are sometimes still practised. 

But for the ım or so American Indians 
who now live in big cities, pow-wows 
have been an important cultural anchor. 
As Donald Fixico of the University of Kan- 
sas points outin a recent book*, many Indi- 
ans who left the reservations, prodded by 
the Bureau of Indian Affairs, have been 
homesick for Indian traditions, such as the 
communal approach to ownership. Ever 
since the 1950s, Indians of different tribes 
have found each other at pow-wow soci- 
eties in places like Chicago, Denver and 
Los Angeles. For their offspring, the 
dances, the giveaways and the veneration 
of a deity called the Creator are what being 
an Indian is all about. 

This culture is still under development. 
At the Loveland pow-wow, the spiritual 
adviser, Charles Bearrope, who was born 
on a Dakota reservation, told the dancers 
that, as an innovation, he had taken a tradi- 
tional Lakota sweat-bath (a kind of reli- 
gious sauna in a lodge) before he arrived, 
but he had not finished the ritual. Instead, 
he would conclude the rites at Loveland, 
thus tying the whole pow-wow into the 
ancient ceremony~—including an invitation 
to the following weekend's pow-wow in 
Frazier, Montana, where the best dancer 
was to get $1,000 anda horse. m 
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*“The Urban Indian Experience in America”. University 
of New Mexico Press, 2000. 
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The Democrats are wrong to be so cock-a-hoop about the disappearance of the surplus 
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ASHINGTON, DC, has been declared a federal disaster 

zone. Days of torrential rains overwhelmed the city’s sew- 
ers, flooding basements with a stinking mess. How appropriate. 
Over at the White House, months of torrentially bad numbers 
have rained on the economic parade, overwhelmed the budget 
and are about to spread ordure all over the public finances. 

This week, the bean-counters at the Office of Management 
and Budget finally admitted what everyone has known for 
some time: the much-prized budget surplus has all but disap- 
peared. Back in April, the surplus for the current fiscal year was 
estimated to be $122 billion, if you exclude the Social Security 
trust fund; it is now just $1 billion—and that is only because the 
OMB fiddled the numbers to find an extra $4 billion in revenue. 
Just in case the message is not clear enough, next week the Con- 
gressional Budget Office is likely to say that the surplus has in 
fact vanished, and that the administration will have to dip into 
Social Security to pay its bills, which it has sworn not to do. 

Democrats are hugging themselves. The party’s chairman, 
Terry McAuliffe, calls the point at which the surplus disappeared 
“the defining moment of the Bush presidency”. In a little over 
six months, George (“Tax Cuts ‘R’ Us”) Bush has squandered a 
budget surplus that took his predecessor years to accumulate. 

Republicans are nervously saying that everything will be all 
right if only Congress keeps spending within the amount Mr 
Bush is demanding. But Democrat bigwigs are gleefully remind- 
ing anyone who will listen of embarrassingly brazen statements 
like this one from Dick Armey, the Republican majority leader 
in the House: “Let me just be very clear about this. The House of 
Representatives is not going to go back to raiding Social Security 
and Medicare trust funds.” Given gifts like that (the statement 
came out last month, when the administration was already raid- 
ing Medicare), it would require superhuman political restraint to 
refrain from shouting “We told you so.” 

But hang on a minute. When you ignore the political grand- 
standing, what has actually happened? The government's fiscal 
position has gone from modestly deflationary to neutral. When 
it was in surplus, the government was taking more out of the 
economy in taxes than it was putting back through spending. 
Now it is in balance, so the fiscal stance has relaxed a little. 

What is wrong with that? It is exactly what orthodox eco- 





nomics tells you is supposed to happen during a slowdown. 
This year, the growth in national income has gone from a sprint 
to a crawl. This has affected the budget in the most unexception- 
able way. Lower-than-expected tax revenues accounted for a 
third of the decline in the surplus. Economists call this an “auto- 
matic stabiliser”: it allows a budget to help the economy adjust 
to harder times. It is working just fine. On top of that, this year’s 
tax rebates will boost demand. Again, perfectly orthodox. 

It would be another matter if the budget were swinging 
wildly from surplus to deficit, as Britain's did in 1988-92. That 
would raise worries about boom and bust. But it is not. The 
sums are big enough to make a difference, but not to upset the 
apple cart. Instead of complaining about it, Democrats ought to 
be taking credit for the change in the fiscal position. The current 
rebates were their idea (Mr Bush wanted to start tax cutting in 
2002). If the economy does start to recover later this year or next, 
the supposedly ruinous disappearance of the budget surplus 
will have had a lot to do with it. 

This is not to say that everything is hunky dory in budget- 
land. The ten-year tax cut is reckless in cutting revenues in the 
years before the baby-boomers retire, when their health and re- 
tirement costs will threaten to overwhelm Medicare and Social 
Security. It is also full of outrageous accounting gimmicks, espe- 
cially towards the end of the period. These are huge problems, 
far bigger than the controversy over today’s vanishing surplus. 
But they concern the long term, not the 2001 budget. 

Similarly, the Democrats could claim that the basic design of 
the ten-year plan, in which tax cuts are back-loaded, may well 
be pushing up long-term interest rates, thus negating the Fed’s 
short-term cuts in rates (including the one this week). But even 
this current problem comes from discounting future effects: 
those long-term rates are being held up by worries about what 
will happen to revenues in 2010 when the tax cuts will really 
have started to bite. It has nothing to do with this year’s cuts. 


Budget blues 

The best ground for skewering the administration is not the dis- 
appearing surplus itself, but the bogus arguments advanced to 
pretend that this is not the case. For instance, Mr Bush’s people 
like to say that congressional promises (by both parties) not to 
raid the Medicare trust fund are meaningless because there are 
no real assets in this fund. In a technical sense, this is true: the 
“assets” are government bonds held by another branch of the 
government. But the decision to tap Medicare’s payroll taxes im- 
mediately rather than letting them be invested in Treasury 
bonds is far from meaningless. One policy boosts government 
spending, the other boosts savings—not a trivial distinction. 

So Democrats have a lot to complain about, and Republicans 
to justify. Yes, the long-term budget outlook is worrying and 
some of the arguments being used to defend it are preposterous. 
But this does not alter the basic point now (and also for next 
year’s congressional elections); that with the country on the 
verge of a recession, it makes no economic sense to be run- 
ning—or defending—large budget surpluses. It should not be 
hard to explain to American voters that the federal government 
can afford to borrow a bit now, so long as surpluses build up 
again before the huge baby-boom generation retires. And the 
Democrats should bear in mind that, if the economy does re- 
bound, then Mr Bush will be able to skewer them for being the 
people who tried to stop him making that happen. = 
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Argentina's economy 


The austerity diet 


BUENOS AIRES 





Whether or not the menu drawn up by the government and the IMF proves to be 
sustaining depends partly on a tricky reform of provincial finance 


T adag later than advertised, Argen- 
tina’s government got the help it had 
been seeking from the Imr, in the form of 
the promise of a new $8 billion loan. 
Added to $14 billion still left over from a 
previous agreement struck last December, 
officials hope that this money will restore 
confidence in their country’s economy 
and in their ability to service the $127 bil- 
lion public debt. In return, President Fer- 
nando de la Rua’s government must stick 
to its “zero deficit” fiscal-austerity policy. 

Prices of Argentine bonds and shares 
bounced on news of the deal, but opti- 
mism could be short-lived. The credit-rat- 
ing agencies said that they saw no reason 
to change Argentina’s “speculative” rating. 
Scepticism stems from doubts about 
whether the loan is big enough to end a 
three-year recession. Nor is it certain that 
the government can keep its fiscal vows. 

Passed last month in response to a dry- 
ing up of credit, the “zero deficit” law pro- 
hibits the government from spending 
more than it raises in taxes. To balance the 
budget, Domingo Cavallo, the economy 
minister, is relying mainly on cuts of up to 
13% in state pensions and salaries. Discon- 
tent will grow if falling tax revenues lead 
to even bigger wage cuts. 

The government has renewed its now 
habitual commitment to the IMF to crack 
down on tax evasion. But the agreement 
also contains a new promise to approve a 


law to reform provincial finance. 

That will be tricky, though reform is 
clearly necessary. The government is fork- 
ing out $17 billion this year to Argentina’s 
24 provinces, or nearly a third of total state 
spending. Even so, the provinces are bud- 
geted to run a deficit of $3.2 billion, and 
have accumulated debts of $21 billion. The 
current system guarantees the provinces a 
monthly minimum of $1.35 billion regard- 
less of falling national tax revenues, offer- 
ing them little incentive to reform. 

Since 1985, governments have dodged 
the issue, preferring a patchwork of 
temporary fixes. The task will be no easier 
in the midst of a recession, particularly 
since opposition Peronists control the 
three biggest provinces. Part of the diffi- 
culty is that provincial governments act as 
an informal, but inefficient, social safety- 
net. In Argentina’s poorer north-west, up 
to a quarter of the working population is 
on the provincial payroll. 

There is also a wide disparity between 
provinces. Some, such as Santa Cruz, San 
Luis and the city of Buenos Aires, already 
have balanced budgets. An overall deteri- 
oration is largely due to the messin Buenos 
Aires province, which contains a third of 
the nation’s population and consumes the 
same proportion of provincial funds. Car- 
los Ruckauf, its governor, has done little to 
cut its deficit, apparently hoping that he 
could win a presidential election in 2003 
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before the province's finances fell apart. 

No such luck. To cover this month's ex- 
penses, Buenos Aires has hurriedly had to 
issue $90m in small denomination provin- 
cial bonds, known as patacones. Despite 
protests and legal challenges, such Mo- 
nopoly money this week made up part of 
employees’ wage packets. The bonds will 
be accepted by the utilities, large super- 
markets, the tax authorities and even Mc- 
Donalds, which is offering a special “Pata- 
combo” menu for a $5 bond. 

Such bonds have hitherto only been is- 
sued by small north-western provinces. 
But Mr Ruckauf is unrepentant, blaming 
Argentina’s “bankruptcy” on Mr de la Rua. 
Other Peronist governors, too, are in little 
mood for compromise. Most say that their 
decision not to block the “zero deficit” law 
in Congress was the last favour the govern- 
ment can expect until after an election in 
October to renew the Senate and half of 
the lower house. This is likely to see sub- 
stantial losses for Mr de la Rua’s Alliance. 

Provided that the 1mMF loan allows Mr 
de la Rua to struggle on until then, some Pe- 
ronists might enter a new government co- 
alition. Only a cross-party consensus of 
this kind can achieve a new provincial fi- 
nance law. “Reform is impossible if the 
only thing being negotiated is that the 
provinces will receive less money,” says 
Norberto Sosa of Raymond James, an in- 
vestment bank. “In a different context, 
with a restructuring of national and pro- 
vincial debt, it could be done.” 

In other words, the government’s po- 
litical weakness means that before tack- 
ling provincial finance, it may first have to 
reach a deal to restructure its debt. It can 
now counton the IMF's supportin that. Ar- 
gentina may have bought itself a few 
weeks in which to negotiate reforms. But it 
has done no more than that. w 





Energy policy in Mexico 
The cost of power conservatism 


MEXICO CITY 


The United States wants energy from its neighbours. A report from Mexico, which 
is struggling to reform its inefficient energy industries; and a second from Canada, 
where some politicians sniff an opportunity 


ge month something rather novel hap- 
pened to Mexican electricity bills: they 
started showing the true cost of the power 
consumed, so that domestic and farm us- 
ers are reminded that they receive subsi- 
dies of up to 70%. As well as telling the un- 
grateful masses what a good deal they get, 
the idea is to make the state-owned elec- 
tricity industry more open. 

But that is only a tweak when what is 
needed is a huge overhaul of Mexico’s en- 
ergy industry. Mexico’s new president, Vi- 
cente Fox, has accepted George Bush’s call 
for a joint discussion, also involving Can- 
ada, on North American energy flows. But 
Mexico faces energy problems of its own. 

Demand for energy is growing, yet the 
country’s state-owned electricity and oil 
monopolies lack investment capital. But 
they also have powerful political friends, 
and have beaten back efforts to open up 
their industries to private investment. That 
makes energy reform one of the biggest 
challenges facing Mr Fox. 

Take electricity first. Over the past de- 
cade, consumption has increased at an an- 
nual average rate of 5.1%. But generating ca- 
pacity from the two electricity companies, 
Central Light and Power (LFC), which 
serves the capital, and the Federal Electric- 
ity Commission (CFE), for the rest of the 
country, rose by only 4.5% per year. The 
“operating margin”—the amount of spare 
capacity for emergencies, which the indus- 
try regulator says ought to be at least 6%—is 
now often near zero. 

Planned new power plants should see 
Mexico through the next three years or so. 
But if the economy returns to the high 
growth rates of 1996-2000, things will 
soon get worse. Generating capacity now 
totals 36 gigawatts (Gw). Depending on 





which official forecast you believe, Mexico 
will need new capacity of between 26 Gw 
and 34 Gw by 2010, and investment of be- 
tween $50 billion and $65 billion. 

The government wants at least half of 
that money to be private. But that will not 
be easy. Private investors are allowed to 
build and operate power stations for the 
state monopolies, or to act as “indepen- 
dent” generators, building power stations 
to supply specific large users, such as fac- 
tories. Either way, CFE sets the price. 

Since 1994, almost all new power sta- 
tions have been privately built. But the 
CFE’s last five tenders attracted only one 
bidder. “We need an open market in elec- 
tricity to generate more interest,” says 
Eduardo Andrade, chairman of the Mexi- 
can Association of Electrical Energy, an in- 
dustry lobby group. 

Many politicians are fiercely opposed 
to ending the state’s monopoly. Electricity 
was nationalised in 1960, partly to rescue 
struggling private firms. But misty-eyed 
nationalists link this to the expropriation 
of foreign oil companies in 1938, still cele- 
brated every year as a heroic event in the 
creation of modern Mexico. Changing the 
state’s role means changing the constitu- 
tion. Mr Fox's predecessor, Ernesto Zedillo, 
tried to part-privatise electricity but gave 
up under a hail of protest. Earlier this year, 
Mr Fox more timidly decreed that inde- 
pendent generators could sell any excess 
capacity to CFE. Hardly world-changing 
stuff: independent generators produce less 
than 3% of Mexico’s electricity. Yet opposi- 
tion legislators went to court to block the 
decree. 

That is a bad omen for a government 
bill, due to be sent to Congress next month, 
which would set up the framework for an 
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electricity market by separating genera- 
tion, transmission and distribution. Every- 
one agrees that the electricity companies 
need more autonomy, to pay less tax so 
that they can invest more, and that subsi- 
dies should be rethought. But the left-wing 
Party of the Democratic Revolution and at 
least some members of the formerly-rul- 
ing Institutional Revolutionary Party, who 
between them dominate Congress, op- 
pose any relaxing of the state’s grip. 

Even if the bill is approved, there is an- 
other problem. Most of Mexico’s older 
power plants run on fuel oil, but the En- 
ergy Ministry reckons that by 2010, cleaner 
gas-fired power stations will account for 
60% of generating capacity. And Mexico 
will not produce enough gas for them. 


Burning issues 

For that, blame Pemex, the state oil mo- 
nopoly. Itis the state’s cash cow, contribut- 
ing 37% of government revenues last year. 
As a result, for the past two decades it has 
suffered from underinvestment in all ar- 
eas. As its gas output has faltered, imports 
have risen. By 2010, up to a quarter of the 
gas that Mexico will consume may have to 
be imported. “Mexico certainly has plenty 
of gas reserves waiting to be found. 
They're just not committing the capital to 
go look for it,” says Jed Bailey of Cam- 
bridge Energy Research Associates, an 
American consultancy. Underinvestment 
has also hit the output of crude oil and re- 
fined products like petrol. 

As with electricity, Mr Fox has found 
even timid changes at Pemex thwarted. His 
attempt to appoint four businessmen to 
the board of directors was overturned in 
Congress. Raul Munoz, the chief executive 
appointed by Mr Fox, is trying to bring Pe- 
mex’s four near-independent subsidiar- 
ies—exploration and production, gas, refin- 
eries and petrochemicals—under more 
central control, to cut costs. So far, the re- 
sult has been to swell bureaucracy and 
hold things up: only 20% of this year's in- 
vestment budget has been spent, and pro- 
duction targets for the next few years have 
yet to be fixed, according to Hector 
Santana, who recently resigned from Pe- 
mex’s planning department. 

The simplest way to prevent the natu- 
ral-gas shortage would be to end Pemex’s 
monopoly, allowing competitors to tap 
the ample reserves. But that may be politi- 
cally impossible. Alternatively, lighter 
taxes, as Mr Fox promised during his elec- 
tion campaign, would allow Pemex to in- 
vest more. But he has omitted this from a 
fiscal reform intended to increase Mexico's 
pitifully low tax take, which is scheduled 
for debate in Congress next month. 

The government may be reluctant to re- 
linquish revenue from Pemex until Con- 
gress has approved alternatives. But with- 
out a serious shake-up soon, Pemex will 
become a brake on Mexico's growth. m 





Energy policy tn Canada 
Sandstorms 


OTTAWA 
Talk of a North American energy policy 
has fuelled political rivalries 


YAn earlier this year George Bush 
started talking about his desire for a 
“common North American energy pol- 
icy”, the immediate reaction in Canada 
took the characteristic form of an undigni- 
fied squabble between the provinces and 
the centre as to who should make it. 

Vice-President Dick Cheney, who 
headed Mr Bush’s energy task-force, had 
pointed to the oil sands of northern Al- 
berta as a particularly rich prospect. Ralph 
Klein, Alberta’s Conservative provincial 
premier, promptly rushed to Washington. 
Visiting the White House, he said that Can- 
ada has “energy to burn” and invited Mr 
Cheney to see for himself the oil sands 
around Fort McMurray. 

Canada is already a big supplier of en- 
ergy to the United States, to the tune of 
C$30 billion ($20.2 billion) last year. It pro- 
vides its neighbour with 9% of its oil needs 
and 15% of its natural gas. Much more 
could follow. Boosters claim that Alberta’s 
oil sands contain 300 billion barrels of oil, 
far more than Saudi Arabia’s proven re- 
serves. One producer, a consortium head- 
ed by Shell Canada, is talking of enlarging 
its C$5 billion Athabaska oil-sands project, 
due to start in late 2002. 

Jean Chrétien’s federal government 


Cuban politics 















OCEAN 


finds itself running to keep up with Mr 
Klein. Ralph Goodale, the minister of natu- 
ral resources, hurried to say that Ameri- 
cans should realise that other provinces 
had large energy supplies to sell, including 
hydro and nuclear energy. 

That prompted Ontario’s provincial 
government into brief dreams of increas- 
ing supply from its 23 ageing nuclear reac- 
tors. Its officials even mused about helping 
the federal government to sell a reactor to 
the United States, despite Canada’s dismal 
record of selling only 11 reactors in 40 
years, nearly all by offering large subsidies 
to poorer countries. The goldrush atmo- 
sphere also added intensity to an argu- 
ment between Nova Scotia and New- 
foundland over an oil-rich patch of the 


Bored by a spy show 


HAVANA 
Fidel Castro’s latest campaign is flagging 
| bee year, when Fidel Castro's govern- 
ment organised its succesful public 
campaign for the return from the United 
States of Elian Gonzalez, a shipwrecked 
small boy, Cubans responded with gen- 
uine enthusiasm, taking to the streets in 
numbers. Many still proudly wear 
faded “We Saved Elian” T-shirts. 

This summer, Mr Castro has 
launched a similar campaign, this one 
for the release of five men convicted in 
Miami in June of spying. Cuban officials 
say that the five detainees were infiltrat- 
ing a hardline anti-Castro group in Mi- 
ami which had previously used violence 
against Cuba. In the government's view, 
that makes them patriots who should be 
sent home at once. To press the point, Mr 
Castro has addressed huge open-air ral- 
lies, and the men’s faces appear on the 


latest batch of government-issue T-shirts 
and posters. They are also often the sub- 
ject of night-time discussion pro- 
on state-run television. 

All of this is set to continue until the 
men are sentenced, in a month or so. But 
the campaign does not seem to have 
captured the public imagination in the 
way that the battle over Elian did. Thou- 
sands still turn out for the rallies, but not 
with visible enthusiasm. A Cuban jour- 
nalist who recently defected to the Un- 
ited States said that broadcasting 
officials thought that hardly anyone was 
watching the television programmes. 

Most Cubans, and some people in 
Miami, would agree that the men were 
not tried in the most impartial environ- 
ment. But the five “spies” are not nearly 
as cute as young Elian, nor as innocent. 
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Atlantic near Sable Island. 

The American demand for energy may 
have given Mr Chrétien a diplomatic 
weapon: officials have hinted that the Un- 
ited States’s decision to slap duties on im- 
ports of Canadian lumber might make en- 
ergy co-operation more difficult. 

But it has fired up the constitutional ar- 
gument between the provinces, which 
own and control natural resources, and the 
federal government, which is responsible 
for international treaties. At their annual 
meeting this month, the provincial pre- 
miers insisted that they should be in- 
cluded in talks on a North American en- 
ergy plan. But Mr Chrétien’s officials have 
played down the need for any new master- 
plan, suggesting that the North American 
Free-Trade Agreement (NAFTA) was doing 
the job well. In fact, since May, federal offi- 
cials have been quietly talking to their 
American and Mexican counterparts in a 
three-country working group on energy. 

A second dispute has also flared, this 
one over pipelines. These have long been 
controversial in Yukon and Northwest Ter- 
ritories. They bring investment, but are 
said to threaten herds of caribou. Now, if 
America’s Senate follows the House of 
Representatives in approving a bill to al- 
low drilling in the Arctic National Wildlife 
Refuge, the two territories would become 
rivals for a pipeline to transport gas from 
Alaska to the continental United States—a 
project described by its backers as “the 
largest capital spending project in North 
American history”. A separate pipeline is 
likely to be proposed for the Mackenzie 
Valley, after Conoco, an American oil com- 
pany, last month paid Gulf Canada C$6.7 
billion for undeveloped fields in that area. 

The Canadian government has de- 
plored the prospect of drilling for gas in 
caribou calving grounds, but has avoided 
taking sides. The benefits from satisfying 
the insatiable American thirst for energy 
will not come without headaches. m 
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Divide and rule 


BEIRUT 





On the point of healing, sectarian hatred breaks out again 


S TEACUP-SIZED countries go, Leba- 

non is always rather stormy. The arrest 

last week of more than 200 Christians on 

vague charges of treason, and the release 

this week of many of them, may appear to 

be another brief stir-up. But it has left a 
particularly bitter taste. 

Lebanese politics, in normal times torn 
by religious and personal rivalries, had 
lately shown signs of healing. A decade 
after the country’s ruinous civil war, a lib- 
eral, pragmatic centre appeared to be 
emerging at last. Lebanese of all stripes 
were attracted to its basic ideas: reconcilia- 
tion between faiths, strengthening the 
civic freedoms that make the country un- 
ique in an autocratic region, and reducing 
the sway over Lebanon that neighbouring 
Syria has held for the past quarter-century. 

Despite stalling by Syria’s allies in Leba- 
non, most notably President Emile La- 
houd, this agenda had been advancing 
steadily. Earlier this month Cardinal Nas- 
rallah Sfeir, patriarch of the Maronite 
church, paid a visit to the Druze chieftain, 
Walid Jumblatt. The frequently bloody 
animosity between the Druze and the 
Maronites, who together dominate the 
country’s mountain hinterlands, has been 
a staple of Lebanese life since the 19th cen- 
tury. The patriarch’s unprecedented visit 
appeared to seal a budding alliance be- 


tween the sects. At the same time, a dia- 
logue launched between moderate Chris- 
tian leaders and Hizbollah, the powerful 
Shia militia that has close ties to Syria, was 
beginning to bear fruit. Recently too a 
crushing parliamentary majority passed a 
bill to curtail the government's powers of 
arrest and prosecution. 

Even Syria seemed to accept that 
change was in the air. Bowing to growing 
resentment of its military presence, its gov- 
ernment earlier this summer redeployed 
nearly all its 25,000 troops in Lebanon 
away from the crowded coastal plain. 

Last week's arrests, carried out by Leba- 
non’s Syrian-backed army intelligence ser- 
vice, apparently without the knowledge of 
the elected government, have interrupted 
this momentum. A few days later, plain- 
clothes thugs could be seen beating up rel- 
atives who had gathered to protest against 
the arrests. Then parliament, under in- 
tense pressure from Mr Lahoud, the army 
and Syria, abruptly retracted its bill limit- 
ing arbitrary detention. 

The charges now being levelled at the 
remaining detainees read like a classic tac- 
tic of divide and rule. Accusing someone 
of engaging in telephone conversations 
with Israeli officials may not sound too se- 
rious, but relations with Israel are a par- 
ticularly sensitive issue. No one has forgot- 
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ten that Christian militias aided and 
abetted Israel's then minister of defence, 
Ariel Sharon, in his 1982 invasion of Leba- 
non, and that Lebanese Christians massa- 
cred as many as 2,000 unarmed Palestin- 
ians in the besieged refugee camps of 
Sabra and Chatila. 

Israel’s subsequent retreat, and the 
Christians’ later losses to pro-Syrian fac- 
tions, left the militias chastened. Since 
then, they have shunned Israel. They may 
not like Hizbollah’s militancy, or the cor- 
rupting and humiliating influence of Syria, 
but Israel’s current punishment of the Pal- 
estinians and its history of savage reprisals 
on Lebanese soil have not endeared the 
Jewish state to Christians, either. 

Most Christians scoff at the idea that 
prominent members of their community, 
including two well-known journalists, 
may have spied for Israel. Yet they fear that 
the mere taint of collaborating with the en- 
emy may revive Muslim suspicions of 
Christian treachery. As a result, the moder- 
ates who have struggled for national 
reconciliation now worry that their 
broader agenda is under threat. 

As they see it, this is dangerous for sev- 
eral reasons. A decade of massive borrow- 
ing for reconstruction has turned Lebanon 
into the world’s most indebted country. 
Luckily, this burden is cushioned by the 
substantial wealth of Lebanese emigrés, 
many of whom are Christians. Reconcilia- 
tion was seen as the best guarantee of lur- 
ing back more of their money, and also of 
stanching the steady flow of emigration. 
Those hopes have now been postponed. 

Similarly, Christian moderates had 
hoped that dialogue with Hizbollah could 
lead to a clearer resolution of Lebanon’s 
simmering southern border. The Shiite mi- »» 





> litia’s taunting of Israel over a disputed 
sliver of land known as Shabaa Farms has 
kept the issue hot. Now that some Chris- 
tians stand accused of accepting Israeli 
money to campaign for “pacifying” the 
border, it is hard to see Hizbollah softening 
its position. 

Perhaps most painfully for the Chris- 
tians, the current rumpus may set back 
their own long, slow process of rehabilita- 
tion. Being, in effect, the losers of the civil 
war, Christians have chafed at the dimin- 
ished space granted them in what they 
tend to see as “their” country, and at the 
privileges that Syrian protection grants 
their historic foes. In the past year, the 
Christians seemed at last to have found 
both the leadership and the tactics to reas- 
sert themselves. With these now under- 
mined, the future looks darker. @ 


Iran 


Shuffling the pack 


TEHRAN 
Muhammad Khatami’s new cabinet 
proves disappointing 


fi ereo to Akbar Alami, a member 
of Iran’s parliament, deal-cutting min- 
isters in President Muhammad Khatami's 
first reformist cabinet turned the chamber 
into a parody of Tehran's Friday bazaar. 
The deputy has been scarcely impressed 
by the president’s new pack, reshuffled 
since his resounding victory in the elec- 
tions in June and ratified by Parliament on 
August 22nd. He thinks it is incapable of 
running a small town. 

Mr Alami is not, as you might expect, a 
member of Iran’s stick-in-the-mud conser- 
vative establishment, but a zealous propo- 
nent of Mr Khatami’s reformist ideas. Per- 
haps 30% of reformist deputies share his 
views. Before Wednesday’s vote, Mr Kha- 
tami used his considerable rhetorical skills 
to browbeat many of them into giving 
their vote of confidence to his new cabinet. 
Nonetheless, many cast their votes sulkily, 
and some notat all. 

On the face of things, Mr Alami and his 
colleagues have every right to grumble. 
Back in 1997, when Mr Khatami needed to 
win approval for his maiden cabinet from 
a parliament run by conservatives, he still 
managed to find room in it for Ataollah 
Mohajerani and Abdollah Nouri, who 
turned into thrilling exponents of reform. 
In theory, the president's hands were fur- 
ther freed last year, when reformist candi- 
dates won control of parliament. The pres- 
ident, however, views things differently; 
rather than election triumphs, he remem- 
bers the humiliations that befell his first 
cabinet. A hard-line judge sent Mr Nouri to 
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jail, part of a broader judicial campaign 
against prominent reformists. Ayatollah 
Ali Khamenei, the conservative-minded 
supreme leader, forced Mr Mohajerani to 
resign. The president has kept his second 
cabinet short of such risky high-fliers. 

That said, the new cabinet is a pale ver- 
sion of the old. A protectionist finance 
minister has been replaced by a more lib- 
eral one, and an unpopular education 
minister sacked. But newcomers like Mor- 
teza Haji, the education minister, and Ali 
Sufi, the minister for co-operatives, are ob- 
scure bureaucrats, known for little save 
their loyalty to Mr Khatami. Though a self- 
styled champion of the rights of women, 
the president did not see fit to make one a 
minister. Admittedly, his ability to change 
ministers was circumscribed by Mr Kha- 
menei. But surely he might have given vot- 
ers more to smile about? 

The new cabinet reflects the president's 
determination to avoid getting bogged 
down in tiresome confrontations in his 
second term, as well as his conviction that 
Iran can evolve peacefully only if some 
powerful conservatives are lured into the 
reformist camp—an impossibility if the 
cabinet contains firebrands. Mr Khatami's 
commitment to Iran’s theocracy is as un- 
questionable as his commitment to re- 
form; even if it means moving at tortoise 
pace, he strives above all to drag the sys- 
tem with him. But many reformist depu- 
ties are confirmed hares who, unlike Mr 
Khatami, have to face the voters in 2004. 
They had hoped to bask in the reflected 
glory of bold, imaginative government. 

It may be that Mr Khatami is a step 
ahead of his parliament. Trying to race 
ahead has got deputies, and the cause of 
reform, nowhere. On numerous occa- 
sions, they have unveiled interesting legis- 
lation only for the Council of Guardians, a 
hard-line monitoring body, or even Mr 
Khamenei, to spike it. Their criticisms of 
judicial abuses have provoked a fearful re- 
action. Thirty deputies have been issued 
with court summonses in the past year; 
last weekend, a deputy was given a two- 
year sentence for speaking out of turn. Nor 
did parliamentarians gain much earlier 
this month, when they bravely refused to 
ratify appointments to the Council of 
Guardians; the supreme leader simply 
took the matter out of their hands. 

Which is the right approach to reform? 
As an incumbent president with a strong 
mandate, Mr Khatami retains much of his 
authority. But as long as the judiciary car- 
ries on its campaign against reformers, his 
hopes of wooing conservatives appear 
wildly optimistic. Furthermore, it is possi- 
ble that the whiff of corruption detected 
by Mr Alami will convince Iranians that, 
while Mr Khatami himself is honest, min- 
isters have been waylaid on the path to de- 
mocracy by old-fashioned enjoyment of 
power. E 
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Eritrea 


Suddenly, dissent 


ASMARA 
After ten years, democracy stirs 


HE newspaper sellers in Asmara have 

never had it so good. They are selling 
out every day, and selling out of reprints 
too. In the letters columns, ordinary mem- 
bers of the public are furiously venting 
their opinions. After ten years of one-party 
rule under a popular dictator, Eritrea is ex- 
periencing its first political crisis. 

Itis not completely unexpected. Within 
the ruling elite, arguments had been going 
on for a while about the record of the gov- 
ernment, the future of the country and the 
conduct of the debilitating war with Ethio- 
pia that ended in June last year. The sur- 
prise is how quickly debate and dissent 
have spread among the general public. 
Even students at the university, usually an 
apathetic bunch, have been demonstrat- 
ing against a summer work programme. 
Hundreds have been detained, and now 
their parents are demonstrating to try to 
get them released. 

Criticism of the government began 
shortly after the armistice was signed with 
Ethiopia. Eritreans suddenly wanted to 
know why the war had started at all, why 
it was not stopped sooner, and why, when 
it was too late to stop it, the leadership 
made such a mess of it. From there, they 
began to dissect the rule of President Is- 
saias Afwerki and the small group who 
run the ruling party, the People’s Front for 
Democracy and Justice (PFDJ), the post- » 





An unusually interesting read 


42 International 


> independence face of the Eritrean libera- 
tion movement. In May, 15 members of the 
party’s own central committee signed a let- 
ter accusing Mr Afwerki of high-handed- 
ness. This month, two of the letter-sign- 
ers—the fisheries minister and the trade 
and industry minister—were sacked from 
their posts. Reformist leaders responded, 
astonishingly for Eritrea, by going to the 
press. 

Lack of accountability is the chief com- 
plaint. The government is still called “tran- 
sitional”, but looks pretty well entrenched. 
The president is accused of blocking de- 
mocracy, and his government of failing to 
abide by the rules it set itself. The party’s 
vast business interests have never been au- 
dited, nor has it paid taxes. On August 10th 
the chief justice of the Supreme Court was 
sacked, apparently for criticising the presi- 
dent's office for interfering in the court’s 
operations. Meanwhile, Mr Afwerki keeps 
in existence the so-called Special Court, 
which he can use to bypass other legal in- 
stitutions to charge and sentence individ- 
uals, technically for corruption. 

The country, however, is unsure how 
much reform it wants. Mr Afwerki is still 
popular with many Eritreans, and some 
say the time is not yet ripe for such a keen 
debate. The government has shown a cer- 
tain amount of tolerance: it has not closed 
down the private press (yet), and elections 
are scheduled for December, although 
there are plenty of reasons or excuses why 
they could be postponed. 

Eritrea’s aid donors, especially Italy 
and the United States, are watching 
closely. They have slightly more leverage 
than usual, because Eritrea needs all the 
money it can get, $800m by one estimate, 
to help rebuild the economy after the war. 
Eritreans abroad send several hundred 
million dollars home each year, but there 
is little investment and still no possibility 
of trade with Ethiopia, a vital market. In 
one hopeful sign, an American oil and gas 
company has gone into partnership with 
the Eritrean government to explore the 
northern reaches of the country, where 
natural gas was found in the 1960s. 

The army, about 250,000 strong and 
yet to be demobilised, is a constant drain 
on the country’s finances. The conscripts 
themselves are desperate to go home, to 
the chance of earning more than the $15 a 
month they have received since they were 
called up. But the army’s top brass, as di- 
vided on the question of reform as the 
country, fears that demobilisation might 
further inflame the political atmosphere. 

Many think the reformists and the pres- 
ident should sit down and talk. There is no 
sign of that at the moment, but dissent has 
now become too loud and broad for the 
ruling party to ignore it. The truth of the 
matter is that the war and its aftermath 
have changed Eritrea, and it cannot be the 
same politically passive place again. m 


The penalty of 
kindness 


KARAGO REFUGEE CAMP, WESTERN TANZANIA 
Poor itself, Tanzania plays host to half a 
million refugees. No easy task 





HE soldiers came at night. Fifteen-year- 

old Donacie Buchimi heard screams 
and gunshots, and the next morning his 
neighbour was lying beheaded in the dirt. 
Donacie fled, running barefoot through 
the Burundian rainforest for two days until 
he stumbled into Tanzania. 

He was lucky. Had he fled in the oppo- 
site direction, he would have ended up in 
the Democratic Republic of Congo, a coun- 
try as war-racked as his own. Tanzania, in 
contrast, has been peaceful for as long as 
anyone can remember, and is unusually 
hospitable to those in need. About half a 
million refugees from strife in neighbour- 
ing Burundi, Congo and Rwanda have 
found a haven in western Tanzania. New 
arrivals are politely directed to the nearest 
UN-funded refugee camp, where they re- 
ceive food, building materials and a small 
plot on which to erect a house. 

Under the old socialist regime of Julius 
Nyerere, tens of thousands of fugitives 
were given five acres each and allowed to 
settle permanently. Tanzania is a big, 
lightly-populated country, but the govern- 
ment hesitates to repeat such generosity. 
Refugees are now required to stay in 
camps until they can be safely repatriated. 
In the meantime, they are not officially al- 
lowed to go home, for the Tanzanian gov- 
ernment does not want Burundian or Con- 
golese rebels to use the camps as bases 
from which to attack their home countries. 
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In some ways, the camps are a triumph 
of charity. The UN Children’s Fund (Un- 
icef) goes to great lengths to keep refugee 
children healthy. Pregnant women are 
given extra food, including iron and folic 
acid supplements. Health care is free, and 
within walking distance. As a result, the 
proportion of babies born underweight— 
one of the most accurate indicators of fu- 
ture poor health—has plummeted. 

Life in the camps can be dispiriting, 
however. Dependence on handouts 
erodes self-respect. Refugees spend hours 
queuing for maize flour, but there is not 
much else to do. “Our men are idle here, 
and it makes them cruel,” laments Ange- 
lique Pike, a 42-year-old mother of seven. 
Ms Pike supplements handouts by trading 
with local villagers. Her husband does 
nothing. When she came home late, Ms 
Pike says, he called her a prostitute and 
beat her. Such stories are common. 

In some areas, refugees outnumber lo- 
cals by as much as five to one. Everywhere 
in western Tanzania, the influx has been 
disruptive. When there is a hiccup in the 
delivery of food aid, many refugees rob 
nearby villages. That this has not led to 
bloodshed is a testament to the mildness 
of the locals. “We feel sorry for them be- 
cause their country is at war,” says Wil- 
liam Serele, a wizened farmer who lives 
near a camp. “But they cause trouble. Ev- 
ery Thursday, Saturday and Sunday, on 
their way back from the market, they enter 
our homes and steal things.” 

The refugees affect the local economy 
in more subtle ways too. Bored with their 
monotonous rations, they trade them for 
bananas and meat. Half a million extra 
mouths increase demand for almost 
everything. The more enterprising locals 
profit from this, ploughing up extra acres to 
take advantage of soaring food prices, sell- 
ing cooking pots and clothes in the camps, 
and even supplying foreign aid workers 
with chocolate, cheese and satellite-televi- 
sion dishes. 

Local subsistence farmers have suf- 
fered, however. The prices of maize and 
beans, their main crops, have plunged be- 
cause of the free supplies doled out in the 
camps. The wages they can earn toiling for 
their neighbours have fallen, because refu- 
gees, though officially barred from work- 
ing outside the camps, do so in large num- 
bers. Meanwhile, the price of meat, soap, 
salt, fuel and many other essentials has 
more than doubled because of demand 
from the refugees. And locals now have to 
walk farther to gather firewood; since 
many refugees cannot afford matches, 
they keep their fires burning all day. 

The UN tries to compensate locals by 
installing water pumps in their villages 
and allowing them free access to camp 
clinics. This helps; but relations between 
the refugees and their hosts will doubtless 
remain tricky until the camps are gone. m 





The battleground of France 


Prime minister versus president 


As France’s politicians return from holiday, the prime minister, Lionel Jospin 
(above left), looks as rattled as the president, Jacques Chirac 


T SHOULD have been so simple. Lionel 

Jospin, France's Socialist prime minister 
for the past four years, would return from 
holiday and smoothly manage his cam- 
paign to unseat the conservative Jacques 
Chirac in next spring’s presidential elec- 
tion. After all, President Chirac is facing a 
tide of scandal that in most other western 
democracies would long ago have swept 
aside the leader, and for most of the past 
two years the economy has performed 
well enough to satisfy voters and foreign 
investors alike. 

So why is it now so difficult? As the 
president prepared for his first post-holi- 
day meeting, on August 23rd, with Mr Jos- 
pin and his cabinet, a pro-Chirac newspa- 
per, Le Figaro, gleefully noted that the 
president could “watch his prime minister 
tying himself in knots.” 

Indeed so—and none of the knots is 
easy to untangle. The immediate problem, 
not least because in the absence of other 
news it has filled the columns of both the 
serious and the popular press, is the vio- 
lence-prone island of Corsica. Mr Jospin is 
the author of what is known, after his offi- 
cial residence, as the “Matignon process”. 
Due to be voted into law by the end of the 
year, this aims to soothe Corsicans’ sepa- 
ratist feelings first with tax subsidies and 


encouragement for the teaching of the Cor- 
sican language; then, from 2004, and after 
an appropriate constitutional revision, by 
giving the island's politicians the right to 
amend laws made in Paris. 

How disappointing, then, for Mr Jospin 
that a gathering of Corsica’s separatist-in- 
clined politicians, most of them supposed 
supporters of the Matignon process, 
should in early August have demanded 
not just an amnesty for some 40-odd “po- 
litical prisoners” but an end to the man- 
hunt for Yvan Colonna, the suspected as- 
sassin two years ago of France’s prefect (a 
quasi-governor) on the island, Claude Erig- 
nac. Mr Jospin was forced to take time out 
from his holiday on the Ile de Ré to assure 
Erignac’s widow that there will “never” be 
an amnesty for her husband’s killer. 

That might have calmed the situation— 
except that only a week ago Francois 
Santoni, a former separatist leader who 
had denounced Corsica’s culture of gang- 
sterism, was shot dead as he left a wedding 
reception in the south of the island. His 
death was then followed this week by the 
discovery of two corpses in eastern Cor- 
sica, presumed victims again of the sepa- 
ratists’ internal feuding. 

All of which means that Mr Jospin is 
suddenly under pressure to defend his 
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plan against accusations, from most of the 
right and some of the left, that it is not just 
soft on terrorists but is also unleashing a 
separatist spirit which, by encouraging the 
Basques, the Bretons, the Alsatians and 
others, risks dismembering the republic. 
No wonder that Jean-Pierre Chevènement, 
who resigned as MrJospin’s interior minis- 
ter last year over the issue and who plans 
to run against him for the presidency, is 
asking: “How many assassinations will 
there have to be before the goal of a sus- 
tainable peace in Corsica is seen as a fan- 
tasy?” And no wonder Mr Chirac is keep- 
ing presidentially aloof, content to let Mr 
Jospin struggle with this particular knot of 
his own devising. 

The Corsican problem has been intrac- 
table for governments over the decades, so 
the voters, if not his political opponents, 
may well give Mr Jospin the benefit of the 
doubt on that score. The same, however, is 
unlikely to be true in other matters. 
France’s game shots, for example, are al- 
most literally up in arms over the shorten- 
ing of the period—to conform belatedly 
with European Union law—in which they 
can blast away at migrating birds. They 
want France to seek an exemption from the 
authorities in Brussels, but Yves Cochet, 
the Greens’ environment minister in Mr 
Jospin’s coalition government, is offering 
the shooters no sympathy. Should Mr Jos- 
pin keep the Greens or the shooters 
happy? Either way, their votes could be 
crucial in the presidential election. 

But in the end the biggest problem may 
be the economy. Since Mr Jospin’s govern- 
ment came to power four years ago it has 
won plaudits both at home and abroad. 
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Unemployment has fallen from over 12% » 
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> of the workforce to under 9%; inflation has 
been kept low; privatisation has gone 
pretty well; taxes are down. As the OECD 
put it last year: “France has not enjoyed 
such a favourable economic situation for 
ten years.” And all this despite an elec- 
torally popular but economically dubious 
reduction of the working week from 39 
hours to 35—with no loss of pay. 

So much for the extended honeymoon. 
Now Mr Jospin has an economy under 
strain, with the American slowdown 
bound to hurt both France and France’s 
trading partners, notably Germany. Pre- 
dictions by the 1mF and others for France's 
economic growth this year are down from 
3.3% to 2.3%, and may go lower still. That, in 
turn, means a lower-than-expected tax 
take and so bigger problems in meeting the 
EU Commission’s demand for budget dis- 
cipline. Meanwhile, consumer confidence 
has fallen over the past six months to its 
lowest for two years; unemployment has 
started edging up for the first time in al- 
most three years; and small firms—those 
with fewer than 20 employees—are com- 
plaining bitterly about the impending cost 
of the 35-hour week, which will apply to 
them from January 1st. 

The malicious may add an extra com- 
plication: Mr Jospin’s finance minister is 
Laurent Fabius, a long-time rival in the So- 
cialist Party and himself a former prime 
minister. Will he, they muse, be willing to 
jeopardise his reputation for prudence by 
letting Mr Jospin keep the voters sweet in 
the run-up to next year’s big election? 

But put malice and cynicism aside. Per- 
haps the real question is whether by the 
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time of the election the voters will simply 
have become bored with Mr Jospin and all 
too ready to forget his valiant efforts over 
the previous five years. As Mr Chirac is 
happily aware, the French hold their prime 
ministers, not their presidents, responsible 
for day-to-day government. In other 
words, Mr Jospin had better start untying 
those knots pretty fast. 

For his part Mr Chirac had better hope 
the voters remain relaxed about the grow- 
ing collection of presidential scandals. So 
far the allegations attached to his name in- 
clude the illicit financing of his political 
party through years of corporate kickbacks 
when he was mayor of Paris; fictitious jobs 
for party members, paid for by the tax- 
payer; and the rigging of electoral lists to 
ensure a clean sweep of the capital in the 
local elections of 1989. In addition, Mr 
Chirac spent over $400,000 in cash from 
1992 to 1995 taking himself, his family and 
his entourage on foreign jaunts. He says 
the money (undeclared to the taxman) 
came from secret funds legally acquired as 
prime minister from 1986 to 1988; others 
think it may have come from the Parisian 
kickbacks. 

Now it seems that as mayor of Paris Mr 
Chirac arranged subsidies for a pension- 
ers’ charity (of which he was treasurer) 
which then bought a plot of land to build 
an old people’s home next to Mr Chirac’s 
country chateau. Some 23 years later there 
is no old people’s home—but nor is there 
the teenagers’ holiday camp that Mr Chir- 
ac was keen to forestall. One more such 
scandal and Mr Chirac may yet be in 
tighter knots than Mr Jospin. m 


How many groups, how many guns? 


SIPKOVICE 


Both of Macedonia’s communities are split between hawks and doves 


LI AHMETI, the smooth-talking leader 
of Macedonia’s ethnic-Albanian in- 
surgents, has come a long way in the six 
-months since his National Liberation 
Army (NLA) proclaimed its existence and 
was instantly denounced by western gov- 
ernments as a marginal group of bandits 
with whom no decent person could have 
dealings. This week Mr Ahmeti and his 
black-uniformed comrades were gra- 
ciously playing host to senior NATO liai- 
son officers, who swooped in by helicopter 
to visit them in a school classroom half- 
way up a mountain in rebel-controlled ter- 
ritory in western Macedonia. 
As the negotiators shared chocolate bis- 
cuits and fine-tuned the procedure by 
which NLA fighters would hand over their 


weapons (or some of them, anyway) to 
NATO soldiers under a western-brokered 
peace plan, the atmosphere was business- 
like and cordial. Outside, British para- 
troopers—the advance guard of a NATO 
force that will eventually number 3,500— 
chatted to NLA fighters. 

But despite the apparently promising 
tone of these exchanges, it is still far from 
clear whether NATO can simply relieve 
some obliging guerrillas of their weap- 
ons—a process that is supposed to take 
only 30 days—and then leave Macedonia 
to let its people live happily ever after. 

As NATO's exhaustive press releases 
make clear, the intervention force which 
the allies formally agreed to deploy on Au- 
gust 22nd—after being told a ceasefire was 
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more or less holding—will be drawn from 
13 countries, with Britain, France and Italy 
providing the lion’s share and Germany 
still shaky about what it can do (see next 
article). But it is much harder to find accu- 
rate information about the precise number 
and character of the local armed factions 
which the allies may encounter. 

The conflict NATO is supposed to be 
ending has two main protagonists: govern- 
ment forces, led and dominated by the 
Slav Macedonian majority, against the 
NLA guerrillas whose declared aim is to se- 
cure enhanced political rights for Albani- 
ans. To a large extent, the NLA has stolen 
the show from the ethnic-Albanian politi- 
cal parties which have been pursuing simi- 
lar aims by constitutional means. 

But in the Balkans things are never that 
simple. There are acute tensions within 
both of Macedonia’s main communities 
(to say nothing of the small Turkish, Gypsy 
and Serb minorities). The outcome of 
these micro-conflicts may well determine 
whether the broader peace effort works. 

In the Slav Macedonian camp, Presi- 
dent Boris Trajkovski, a Methodist minis- 
ter, and his foreign and defence ministers 
are the main exponents of moderation. 
They reckon that Macedonia has more to 
gain from co-operating with the western 
world. But growing signs of cosiness be- 
tween the NLA and NATO have enraged 
many Macedonian Slavs and made them 
warmer to the more nationalist faction un- 
der the aegis of Ljube Boskovski, the inte- 
rior minister. 

If NATO commanders feel nervous 
about their troops’ security, it is mostly be- 
cause of the hostility they sense from the 
Boskovski supporters in the VMRO party, 
which has several ultra-nationalist off- 
shoots. Many of Mr Boskovski’s follow- 
ers—perhaps 10,000 of them, in a country 
where the regular army is only a little 
larger than that—have guns and are ready 
to use them. They also have money be- 
cause their party is active in the black 
economy. They are seething with bitter- 
ness towards the whole Albanian commu- 
nity, and they are angry about NATO's ap- »» 
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> parent tolerance for misdeeds by the 
rebels—including the killing and expulsion 
of Slav Macedonian civilians. 

Some apparently believe in tit-for-tat 
retaliation and have acted accordingly. 
Human-rights workers are convinced that 
VMRO sympathisers with links to the se- 
curity forces have already been killing and 
maltreating Albanian civilians 

Conscious of how hard it will be to win 
the hearts and minds of Macedonia’s Slav 
majority, western governments have 
launched a propaganda campaign for 
peace. But it has started badly. An advance 
team of (mainly British) troops that arrived 
in Skopje were shielded from the press by 
junior officers with little training in how to 
deal with the media—let alone how to 
smooth the feathers of Macedonia’s 
prickly pro-government journalists. 

The private hope of western diplomats 
is that if the peace plan is seen to work and 
set Macedonia back on the path of normal 
economic development, voters will turn 
away from the vMRO school of national- 
ism and plump for moderates in elections 
early next year. But in the short term, more 
passionate feelings may be on the rise. 


Real armies and fake 

On the Albanian side, it is at least clear 
who speaks for most of the rebels. The hos- 
pitable Mr Ahmeti, though branded a war 
criminal by Mr Boskovski, has emerged 
from the shadows to give press confer- 
ences and declare (in language that could 
have been taken verbatim from speeches 
by politicians fronting for Northern Ire- 
land’s IRA) that “the war is over”. 

Unfortunately, the parallel with Ire- 
land does not end there. Just as the “Real 
IRA” claims to be carrying on the anti-Brit- 
ish struggle which the Provisional IRA has 
halted, the standard of militant Albanian 
nationalism has been raised by a new 
force calling itself the Albanian National 
Army (ANA), which is pledging to fight 
on—and which claims to have killed sev- 
eral Macedonian soldiers already. 

Both NATO and the NLA are reluctant 
to acknowledge that any such force exists. 
One conspiracy theory holds that the ANA 
has been invented by Slav Macedonian 
diehards to discredit the Albanian cause. 
Another suggests that Mr Ahmeti and his 
cronies are keeping the “new” army in re- 
serve as a front behind which they can re- 
turn to war if their demands are not met. 

In between its amicable negotiations 
with the rebels, NATO is discreetly trying 
to find out how much weaponry the NLA 
is taking out of Macedonia for burial or 
storage. The Macedonian government is 
insisting that since there are about 7,000 
rebels, they must hand over at least 7,000 
guns. The precise numbers are still being 
negotiated. But it would be naive to imag- 
ine that all armed Albanians will put all 
their guns beyond use. @ 


German troops 


NATO yes, 
Macedonia maybe 


BERLIN 
Not all Germans want to send troops to 
Macedonia 


OLDIERS from Germany have been 

sent to Bosnia and Kosovo. So why not 
to Macedonia, and only 500 of them at 
that? Yet of the 12 countries that have 
signed up for the NATO arms-collecting 
mission there, Germany alone is still not 
sure whether it will be able to honour its 
pledge. Its government requires par- 
liamentary approval before it can deploy 
troops abroad. And Chancellor Gerhard 
Schröder is still not certain he will get it 
when the Bundestag meets in special ses- 
sion next week. 

The debate is no longer over whether 
German troops, banned from foreign mis- 
sions for over 50 years after the second 
world war, should be sent abroad at all. 
That argument was basically won two 
years ago when Joschka Fischer, the for- 
eign minister, convinced his formerly sol- 
idly pacifist fellow Greens to support the 
government's decision to send troops to 
keep the peace in Kosovo. Most Germans 
now accept, however reluctantly, the gov- 
ernment’s argument that their re-united 
and fully sovereign country has to honour 
its international obligations. 

Germany still has its out-and-out paci- 
fists, of course, some on the government's 
own benches. Earlier this summer, 28 of 
the 294 Social Democrats in the Bundestag, 
and seven of the 47 Greens, signed a reso- 
lution against sending troops to Macedo- 
nia—and the government's majority is 
only 16. But the real debate over Macedo- 
nia is not about the principle, as that over 
Kosovo was, but about the practicalities: 
the logistics, and the risks, of getting 
sucked into a bloody civil war. 

In normal circumstances, the opposi- 
tion Christian Democrats (cpu) might 





Job well done in Kosovo. Macedonia next? 





have been expected to back Mr Schréder 
on the issue. But with only a year before a 
general election, they are eager to make po- 
litical capital from his difficulties. Taking 
up the generals’ constant complaints 
about inadequate funding for Germany’s 
ill-equipped and unwieldy armed forces, 
Volker Rühe, the cpu defence spokesman, 
has made his party’s support conditional 
on an extra DM500m a year ($235m) in de- 
fence spending. The government has al- 
ready promised a one-off DM120m plus a 
further DMi5m a month, on top of the 
DM2 billion a year that it already pays to 
keep 7,000 German troops in Kosovo and 
Bosnia. It could offer more. 

Yet the cpu, which prides itself on its 
staunch Atlanticism, is not entirely united. 
Two of its top men, Wolfgang Schauble, a 
former party leader, and Karl Lamers, its 
foreign-affairs spokesman, have even pro- 
posed changing the constitution to let gov- 
ernments in future deploy troops without 
prior approval. The Bundestag should 
have the right to block such a step, they ar- 
gue, but it, not the government, would 
have to take the initiative. So Mr Schröder 
will probably get his majority. 

That might not end his troubles, how- 
ever. If, as many fear, NATO finds it neces- 
sary to extend its mission beyond the 30- 
day period it has set itself, he will have to 
return to the Bundestag to win anew man- 
date for a probably more dangerous mis- 
sion—not something he would normally 
relish in the run-up to a general election. = 


Spain's water 
Whose water, 
exactly? 


MADRID 
The rain falls unevenly in Spain. Spread 
it, said Madrid—and a storm broke 


HE country gets plenty of rain. But it is 

unevenly spread. So redistribute it. 
That was the plan announced by Spain’s 
government last year. Yes indeed, said dry 
regions, though eager to get even more 
than was on offer. No way, cried well-wa- 
tered regions, where protesters in huge 
numbers poured on to the streets. Environ- 
mentalists protested too. Opponents are 
fighting the scheme in regional parlia- 
ments, local councils and at the European 
Union, which can expect to be stung for 
30-40% of the construction costs. On Au- 
gust 10th, a group of marchers set off for 
Brussels from the delta of the river Ebro, 
one of the areas liable to be most affected. 

Spain's last long-term water policy was 
drawn up in 1933, and the issue has dogged 
successive governments trying to update 
it. All agree on the problem, few on how to 
solve it. Spain’s rain does not fall mainly » 





> on the plain, nor where most Spaniards 
live. A third falls on the green strip along 
the northern coast, home to only one in six 
of them. Over 60% of the country is semi- 
arid; parts are at risk of turning into desert. 
That 60% includes the main tourist areas, 
with thirsty hotels, golf courses, theme 
parks and leisure complexes—and some of 
the best farming areas. Farming guzzles 
two-thirds of the available supply. And be- 
cause water is cheap, too much is wasted. 

Yet Spain also suffers repeated 
droughts. So storing rainwater has always 
been a priority. During Franco's 36 years in 
power, which ended in 1975, reservoir ca- 
pacity rose tenfold. The new plan envis- 
ages spending about $15 billion until 2008 
both to increase the storage and transfer of 
water and to get it better used. Green critics 
say the scheme gives too much weight to 
the first of these aims, too little to the sec- 
ond. 

The biggest and most controversial 
item is the planned transfer of water from 
the Ebro river, which runs from mountains 
by the Atlantic coast right across to the 
Mediterranean. Already about half a cubic 
kilometre of water is diverted from the 
Ebro each year in various directions. The 
government’s plan would double this. A 
fifth of the total would go north toward 
Catalonia and the big (and thirsty) indus- 
trial metropolis of Barcelona; the rest 
would go south to the parched regions of 
Valencia, Murcia, and eastern Andalusia. 

In its first version the scheme was even 
grander: its aim was to treble today’s trans- 
fer. But the government gave way to objec- 
tions from Jordi Pujol, the regional presi- 
dent of Catalonia, where many would 
benefit from the scheme but also many op- 
pose it. That won his support. Others fight 
on. Too many dams and canals, say envi- 
ronmentalists, backed by many Socialist 
politicians—and look at the money some 
pals of the government will make building 
them.What'’s needed, they say, is more fru- 
gal use (aided by realistic water-pricing, 
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add economists), better cleaning-up of ef- 
fluents and more desalination of sea-wa- 
ter. Environmentalists say the plan would 
hurt farmers right up the Ebro, besides 
wetlands and wildlife in its delta. 

The conflict is not just about water; it is 
part of a wider debate between Spain's de- 
populated interior and the crowded coast. 
The loudest protests have come from land- 
locked Aragon, which sees the Ebro water 
as its only real natural resource, and fears 
losing it. As it should, says pure economics: 
farming in such areas is far less productive 
and less profitable (even were water priced 
realistically) than the intensive, year- 
round irrigation-based growing of flowers, 
fruit and vegetables in dry but sunny Al- 
meria, in the far south. But since when— 
ask Californians, West Bankers, Indians— 
is water an issue just of economics? m 


Russia’s Communists 


Still there 


MOSCOW 
Lenin’s party is once again flexing its 
wasted muscles 


OR the first 17 months of Vladimir Pu- 

tin’s presidency, the Communists were 
pretty loyal to the new man. An opposition 
in name, in fact they barely rocked the gov- 
ernment’s boat. Now, as Russia marks the 
passage of ten years since the Soviet Un- 
ion’s demise, they may be making bigger 
waves to unsettle the new establishment. 
The Communists want Mr Putin to heave 
overboard the liberal reformers who man- 
aged this summer to force controversial 
new laws on land, labour and pensions 
through parliament. And they may start 
chucking some seaweed at Mr Putin too. 

In a doom-laden open letter to mark 
what the Communists see as a tragic anni- 
versary, the Leninist old guard told Mr Pu- 
tin to halt his government's reforms. “Patri- 
ots” in Russia’s secret services should take 
over the running of the country from “lib- 
eral amateurs”. The Communists have 
also begun to question Mr Putin's ability. 
And the party’s leader, Gennady Zyuga- 
nov, called for a nationwide demon- 
stration in October against the imposition 
of the new code to facilitate the buying 
and selling of land. 

Though such protests have fallen flat in 
the past, the Communists’ demands could 
strike a chord with a lot of Russians. For 
many of them, the anniversary of the 
failed coup that precipitated the Soviet Un- 
ion’s collapse has been an occasion not for 
savouring the joys of freedom but for 
mourning the loss of their country’s stabil- 
ity and status. Many still bitterly regret the 
Soviet Union’s disintegration. And many 


fear that the latest Kremlin-sponsored re- 
forms may make them still poorer. 

If that were indeed their effect, many 
older Russians who wanted to give Mr Pu- 
tin a chance (and who have been grateful 
that their albeit meagre pensions have 
been arriving on time) might turn against 
him. Some may already have started to do 
so. In the Nizhny Novgorod region, ad- 
mired by liberals in the 1990s as Russia's 
“fortress of reform”, Mr Putin’s candidate 
for governor was recently beaten by a 
Communist. Last week in the Irkutsk re- 
gion the incumbent governor, another Pu- 
tin man, was only just re-elected. 

Claiming that the tide is going their 
way, many Communists hint that Mr Pu- 
tin should acknowledge reality and put 
some of them into government. The Com- 
munists still have the largest single block in 
the Duma, Russia’s lower house of parlia- 
ment, ahead of Unity, the biggest party 
that backs Mr Putin; and they still run 
around 40% of Russia’s regions. 

On past post-Soviet form, Russia’s 
Communists have been all bark and no 
bite, not least because they have been 
scared of losing what influence they 
have—and because most of their members 
of parliament and regional governors 
have been easily bought off by the Krem- 
lin. So their grumbles against the new or- 
der may just be hot air expended in the 
hope of getting a better deal out of Mr Pu- 
tin. Still, though the Communists have so 
far failed to turn their potential clout into 
real power, some of their confidence may 
be returning. m 
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Lithuania’s ex-Communist prime minister has plenty of capitalist work to do 





HE HELPED his country escape from Soviet captivity. But is he 
the man to bring it to the promised land? Hopes in Moscow, 
Washington and Brussels for Lithuania, the biggest but most 
backward of the three Baltic states, rest on the well-worn shoul- 
ders of the country’s new prime minister, Algirdas Brazauskas. 

As the last leader of Lithuania’s Communists, he prodded the 
evil empire towards collapse. The local party’s spectacular 
breach with Moscow in 1989 crucially loosened the Kremlin’s 
grip over its non-Russian empire. Less than two years later, the 
Soviet Union fell apart and Lithuania regained an independence 
that for half a century had seemed almost irretrievable. 

Now, as prime minister, his tasks are different. Instead of 
dodging the steel-teethed men in the Politburo, Mr Brazauskas 
must steer Lithuania towards the European Union and, with 
luck, into NATO too. The second matter is largely up to NATO: 
Lithuania is a bit better prepared than neighbouring Latvia or 
Estonia, but if the alliance wants any of them, it would probably 
want all three Baltic states together. The hope for EU member- 
ship, however, depends a lot on Mr Brazauskas and his govern- 
ment. Lithuania’s delays, especially in making legal and 
administrative changes, are causing headaches in Brussels. 

The Baltic states’ geography, which sandwiches them be- 
tween rich Scandinavia and unpredictable Russia, makes them 
matter more than their population of 7.4m warrants. Ideally, all 
three should join together. If Lithuania (with 3.7m people) stays 
the slowcoach, it will be harder to bring in go-ahead Estonia or 
vulnerable Latvia, currently the main target of Kremlin ire. 

The root of the trouble is wasted time. In the 1990s, while Es- 
tonia rushed to privatise, reform and woo foreign investment, 
Lithuania fiddled, lurching between populism and inactivity. 
Corruption sprouted under governments of all stripes. Things 
began to go better in 1999, when, for a few months, a new gov- 
ernment set about reform in earnest and balanced the books. 
But the next government, under a timid and indecisive Liberal 
prime minister, collapsed this summer, when the main leftist 
partners walked out and teamed up with Mr Brazauskas’s lot. 

No one would call the new prime minister timid or indeci- 
sive. He exudes solidity, with the beefy self-assurance of a suc- 
cessful Soviet bureaucrat. Though some nationalists dislike his 
Communist past, most Lithuanians reckon he has amply proved 


both his patriotism and his democratic credentials. His Social 
Democrats are not simply rebranded ex-Communists. They fol- 
lowed his risky pro-independence path in 1989. A pro-Kremlin 
lot have long since vanished. For over a decade, Mr Brazauskas 
has usually topped Lithuania's popularity polls. Unlike many 
Lithuanian politicians, he is a good administrator. 

To the disappointment of some left-wingers, he shows no 
sign of bringing a big change of policy. Experienced ministers 
from the past stay on, at defence and foreign affairs. The new fi- 
nance minister, Dalia Grybauskaite, is a formidable career civil 
servant. Breaking off from a hurried confab with her, Mr Bra- 
zauskas explains that the problem with the last government was 
not its general policies but the prime minister's personality. 
Won't people in the street be disappointed at the lack of 
changes? “There are a lot of things that people in the street don't 
understand,” says the former Communist Party boss breezily. 

Yet outsiders do have real worries. The biggest is about Lith- 
uania’s image abroad. Small countries have to fight for favour- 
able attention; once won, it pays political and economic 
dividends. Mr Brazauskas knows the ropes: from 1993 to 1998 he 
was the country’s president, a mainly ceremonial job. But he 
does not speak English. His bluff personal style owes more to 
the boozy, back-slapping atmosphere of the Soviet bureaucracy 
than the salon manners of international diplomacy. By contrast, 
other ex-Communist countries now have youngish, polyglot 
leaders such as Hungary’s Viktor Orban or Estonia’s Mart Laar to 
schmooze for them at international meetings. Worse still, Lithua- 
nia’s current president, Valdas Adamkus, a returned émigré from 
America, is ill and out of touch. 

Another worry is the sheer burden of work to be done. The 
EU negotiations are hard, even for the most go-ahead Central 
and East European countries. Lithuania needs a huge amount of 
reform chiefly to speed up the economy and sort out the ponder- 
ous and at times corrupt bureaucracy. Mr Brazauskas does not 
seem the ideal man for that. And at 68 he looks knackered. 


Don’t slip on the oil 

The third worry is balancing the business interests of Russian 
and western companies, especially in the energy industry. The 
country’s biggest industrial plant (and biggest taxpayer), the Ma- 
zeikiai oil refinery, was crippled for years because Lukoil, a Rus- 
sian company that controls its only supply pipeline, starved it of 
crude oil, hoping eventually to force out an American investor, 
Williams, and take it over. But now Williams, with the govern- 
ment’s blessing, has teamed up with another big Russian oil 
company, Yukos, that seems to have made Lukoil release its grip 
on the pipeline. 

That deal, finalised by Mazeikiai's state and private share- 
holders this week, is a big plus for Mr Brazauskas. But Lithuania 
must do a lot better at separating politics from big business. The 
country’s new tycoons—often with rich friends in Russia—seem 
to find it disturbingly easy to buy political influence. And Mr 
Brazauskas’s own reputation as an impartial guardian of the na- 
tional interest was hurt by an odd escapade early this summer 
when he flew to Moscow, while still an opposition politician, 
for secret talks about a gas deal, having first denied that he was 
planning anything of the sort. Just helping out friends, he says 
firmly. But will his old pals from Soviet days, now entrenched as 
owners of much of Lithuania’s main industries, have too much 
clout, both with him and in politics in general? = 


Britain 


Tory leadership 


Death Wish 2 





The Conservative Party leadership contest has turned into a civil war over Britain's 


relationship with Europe 


OR an organisation that has always val- 

ued loyalty and good manners above 
all things, these are strange times. In the 
week when ballot papers for the leader- 
ship contest went out to the members, 
Lady Thatcher launched an extraordi- 
narily bitter attack on Kenneth Clarke, the 
Europhile former chancellor of the exche- 
quer. Mr Clarke, one of the candidates for 
the leadership, was one of those who 
helped eject her from power in 1990. De- 
claring her unconditional support for his 
rival, the Eurosceptic shadow defence 
secretary Iain Duncan Smith, she de- 
scribed Mr Clarke as “a political has-been” 
who would be “a disaster” for the party if 
elected leader. 

The next day, Lady Thatcher’s chosen 
successor, John Major, rounded on his old 
patron. He accused her of having done 
“immense damage” to his government by 
encouraging backbenchers to rebel against 
its European policy. One of those Euro- 
sceptic rebels, he pointed out, was Mr 
Duncan Smith, who voted “night after 
night” with the Labour opposition. By con- 
trast, Mr Major praised Mr Clarke as “infi- 
nitely the most experienced candidate”. 

The leadership election has not caused 
this bitterness. The poison now coming to 
the surface has infected the party ever 


since Lady Thatcher's forced departure. 
One of her senior cabinet ministers admit- 
ted last week that the past decade’s worth 
of sniping had been hellish. “If we con- 
tinue to treat this leadership election as a 
continuation of the row over Europe, we 
will be in opposition for ever,” he says. 

Apart from continued feuding, the out- 
come of the leadership contest is impossi- 
ble to predict. In every test so far of activist 
opinion, the small minority which does 
the work of stuffing envelopes and knock- 
ing on doors has backed Mr Duncan 
Smith. Those people share his right-wing 
instincts and Eurosceptic views. At the first 
joint hustings meeting in London on Au- 
gust 22nd, Mr Duncan Smith got rather 
more cheers than Mr Clarke. 

But fewer than 10% of the 310,000 
members entitled to vote play any part in 
their local associations. Even constituency 
officers don’t know who most of them are. 
They merely send a cheque every year to 
an organisation which many regard as 
akin to a social club. The only thing any- 
body knows about them is that they are 
old. Patrick Seyd, professor of politics at 
Sheffield University, found that their aver- 
age age was 62 when he surveyed them ten 
years ago. He reckons it could now be 
nearer 70. Their views remain a mystery, 
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nor do their papers’ opinions give a steer. 
The Tory husbands’ rag-cum-bible, the 
Daily Telegraph, is batting for Mr Duncan 
Smith, but the wives’ favourite bible-cum- 
rag, the Daily Mail, has, despite its deep 
Euroscepticism, opted for Mr Clarke. 

Whoever wins will finditimpossible to 
reconcile the differing factions within the 
party. Lord Tebbit, one of Mr Duncan 
Smith's most enthusiastic supporters, 
says: “If you think I am right-wing, check 
this man out.” Mr Duncan Smith has de- 
nied Mr Clarke’s claim that he is “a hard- 
line Eurosceptic” who will manoeuvre for 
Britain to withdraw from the European 
Union (Ev). He says he would want to “re- 
negotiate” Britain’s position in Europe, 
without explaining what he would do if 
Britain’s European partners refused to re- 
negotiate. But in the past he has been less 
equivocal. In 1997, he told Parliament: 
“Poll after poll shows that a growing num- 
ber of people have determined that out- 
right departure is the only solution.” 

Even if Mr Duncan Smith wanted to 
distance himself from hard-liners and 
Eurosceptics, he would find it difficult. 
Those people will demand the top jobs in 
his shadow cabinet in return for their sup- 
port during the leadership contest. 

Mr Duncan Smith’s tough line on Eu- 
rope would also make it impossible for the 
dwindling band of pro-European Tory 
MPS to serve under him. But they are not 
the only people who would choose not to 
work with him. Supporters of Michael Por- 
tillo, who was ejected from the leadership 
race when he failed to secure enough MPs’ 
votes, have made clear that they have no 
respect for his authoritarian views and his 
reluctance to move the party to the centre. >> 


a. 
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> They include big names in the party such 


as Francis Maude, the shadow foreign 
secretary, and Archie Norman, the envi- 
ronment spokesman. That would leave a 
Tory party led by an inexperienced right- 
winger, with a shadow cabinet filled with 
zealots: not a recipe for electoral success, 

Although a few will go if Mr Duncan 
Smith wins, most moderate, “One Nation” 
Conservatives will stay on. But some are 
already thinking about the longer term— 
calculating that the party needs to sink 
lower still and that another leader must 
then take over before a real revival can 
happen. 

The outlook if Mr Clarke wins is barely 
more promising. This week, he was forced 
to admit that he intended to absent him- 
self from the Commons rather than vote 
with his party against ratification of the 
Nice treaty which provides for Eu enlarge- 
ment. Though he has said he would have a 
majority of Eurosceptics in his cabinet, 
and he would not force his views on Eu- 
rope on the party, rows are inevitable and 
resignations and defections are probable. 
A substantial minority of Tory MPs would 
simply refuse to accept the result and con- 
tinue to wage guerrilla warfare from the 
backbenches. A meeting in Devon recently 
of 20 local Tory activists, typical of those 
going on all over the country, found that 
nearly half said they would resign if Mr 
Clarke became leader. 

If this civil war continues, the Conser- 
vatives are in danger of becoming a fringe 
party rather than an alternative govern- 
ment. The possibility of a new political 
landscape is opening up in Britain. Charles 
Kennedy and the Liberal Democrats are al- 
ready sensing a historic opportunity to be- 
come the main opposition. Tony Blair and 
the Labour Party can hardly believe their 
luck. The Tories seem determined to ce- 
ment Labour in power. Perhaps it’s the vot- 
ers who need to start worrying. m 





Policemen and politics 


Robocop’s revenge 


MIDDLESBROUGH 





Backstabbing, vicious personal rivalries, allegations of corruption: a perfect 


background for a career in politics 


N THE eve of the 1997 general elec- 
tion, to illustrate just how New his La- 
bour Party really was, Tony Blair paid a 
visit to a policeman in Middlesbrough. Ray 
Mallon (above)—“Robocop” to the tabloid 
newspapers who lionised him—had been 
widely credited with importing “zero tol- 
erance” policing from America. Since then, 
“zero tolerance”, once such a popular slo- 
gan, has fallen out of favour in Britain- 
partly because of Mr Mallon’s own spec- 
tacular fall. Now Robocop may rise again, 
championing another transatlantic idea, 
this time as Middlesbrough’s mayor. 
These days, when he talks about crimi- 
nals, Mr Mallon stresses the virtues of re- 
habilitation and compassion. To the resi- 
dents of Middlesbrough, though, he is the 
stern detective superintendent who, in 
1996, pledged to reduce the town's crime 
rate by 20% in 18 months, having accom- 
plished a similar feat in neighbouring 
Hartlepool. He managed it in nine. Critics 
said Mr Mallon’s strategy of cracking 
down on petty crime and targeting known 
criminals was confrontational, vindictive 
and liable to abuse. But residents on Mid- 
dlesbrough’s mean estates ascribe him 
near-messianic powers, and reverentially 
recount anecdotes about his pursuit of lit- 
ter louts and intimidation of thugs. 
So when, in December 1997, Mr Mallon 
was suspended, as part of an investigation 


into corruption in the Cleveland police 
force, petitions calling for his reinstate- 
ment quickly began to circulate. (Changes 
in the way crime is counted make it tricky 
to tell how the criminals responded, but 
Ashok Kumar, a local Mp, claims that the 
crime rate shot up.) The investigation, “Op- 
eration Lancet”, levelled hundreds of crim- 
inal allegations against dozens of police of- 
ficers: assaults on suspects, drugs traded 
for confessions, that sort of thing. 

In Mr Mallon’s version of the story, he 
is less Robocop than Mighty Mouse, de- 
fending himself against a vast establish- 
ment conspiracy, just like Bill Clinton (al- 
though that is not, perhaps, the most 
felicitous analogy). He has, so he claims, 
been viciously slurred by senior officers 
and followed by M15. Charges have been 
concocted and witnesses suborned. All be- 
cause of implacable envy, he says, and the 
momentum that the bogus investigation 
gathered. 


A fair cop? 

Of course, even the paranoid are some- 
times persecuted. In his pomp, Mr Mallon 
certainly made enemies, decrying the fail- 
ures of other policemen and eclipsing his 
superiors. Despite Operation Lancet’s 
enormous cost and length, it resulted in no 
criminal charges, and has spawned a 


messy melée of follow-up inquiries. Mr »» 


50 Britain 


> Kumar agrees that the whole affair has 
been a deceitful, scandalous vendetta— 
though Frank Cook, another local mp, is 
much less sympathetic. Mr Mallon dis- 
misses him as “the political wing of Cleve- 
land police”. 

Whatever the root cause of this saga— 
corruption, vindictive personal rivalries, 
or some combination of the two-it reflects 
woefully on the police. And after four 
years, the level of vitriol is undiminished. 
A still-suspended Mr Mallon is scheduled 
to face an overdue disciplinary hearing in 
October (the charges, say his supporters, 
are wild distortions). Though previously 
determined to clear his name, he now says 
he is unlikely to turn up. In any case, he has 
tendered his resignation: he wants to be 
free to campaign in a referendum in Octo- 
ber, when Middlesbrough will decide 
whether it wants to have one of the coun- 
try’s first directly elected mayors; if it does, 
he wants to be it. 

But the conspiracies, real or imagined, 
persist. Mr Mallon and others now allege 
collusion between the Labour leader of 
Middlesbrough council, Ken Walker (who 
is also chairman of the local police author- 
ity), and the chief constable (who refused 
to accept Mr Mallon’s resignation), to keep 
him out of the race. Mr Walker dismisses 
such talk as “malicious nonsense”. 


And then there was Ray 

Despite his better record of delivering on 
pledges, Mr Mallon sounds a lot like a Blai- 
rite politician, and says he might like to 
stand on a party ticket. Nevertheless, 
whether or not there is a local plot to 
thwart his candidacy, the government 
would probably rather he didn’t. When 
they offered voters the chance to elect their 
own mayors, ministers expected them to 
be grateful. Instead, in three of the four lo- 
cal referenda so far held outside London, 
the public, insofar as it bothered to vote, 
has declined the offer. Worse, Londoners 
used their mayoral election to thumb their 
noses at Tony Blair, by choosing “Red” Ken 
Livingstone. Though it avowedly wanted 
mayoral candidates who were diverse and 
charismatic, it is doubtful that the govern- 
ment had Mr Mallon, with his aura of 
scandal, in mind. 

If they get the chance, Middlesbrough 
voters may well make Mr Mallon another 
embarrassing (night) mayor for Tony Blair. 
As is customary, Mr Mallon says that po- 
litical ambition has been thrust upon him, 
and (sounding more like Robocop than he 
means to) that it is “payback time” for his 
faithful public. Perhaps his triumph and 
disgrace have aroused his taste for celeb- 
_ rity. But after all this trauma, running for 
' mayor seems’ like a masochistic career 
move. As he will probably discover, there 
may be more honour among thieves than 
policemen, but there is even less among 
politicians. = 


Coastal birds 
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No foul water, no waterfowl 


AMBLE, NORTHUMBERLAND 


For some, sewage is pollution. For others, it’s nutrition 


N THE edge of industrial Middles- 

brough lies the largest raw sewage 
sludge drying plant in the world. Every 
day Bran Sands squeezes 250,000 tonnes 
of sewage down to just 75 tonnes of so- 
called “bio-pellets”. While the cleaned wa- 
ter is piped into the sea, these pellets are 
used as fertilisers or as a fuel. But what 
does it mean for the Norwegian purple 
sandpiper? 

For people, sea is better without sew- 
age. For birds, that is not necessarily the 
case. Britain’s shores are home to a wide 
range of birds, many of which thrive on 
molluscs and worms which, in turn, have 
for years lived happily off the hundreds of 
tonnes of sewage poured daily into coastal 
waters. But now the European superstate is 
forcing Britain to remove this nutritious 
material from its shoreline, and scientists 
fear that the birds may suffer. 

The clean-up is the result of the Euro- 
pean Union’s stringent Urban Waste Wa- 
ter Treatment Directive, which is being im- 
plemented enthusiastically in North- 
umberland, at least. “Never in the history 
of waste water treatment in Britain has so 
much been done to clean up discharges in 
so many places over such a short time,” 
says Chris Spray, Northumbrian Water's 
environment director. 

Scientists commissioned by Northum- 
brian Water are now monitoring an estu- 
ary at Amble, Northumberland, to find out 


It’s that ripe scent I love 


if numbers of birds are in decline. “Some- 
thing like a third of the organic particles at 
Amble have their origin from sewage dis- 
charges,” says Peter Evans, a conservation 
biologist at the University of Durham. “We 
can expect some notable effects when 
these are removed.” Mr Evans fears for the 
purple sandpipers which migrate to Am- 
ble, particularly the smaller variety from 
Norway, which would be the first to feel 
the pinch if food supplies ran thin. The 
British Trust for Ornithology is studying 
the question around the country: early re- 
sults suggest that lots of waterfowl are in- 
deed living off pollution. 

Down at the beach, it’s certainly harder 
to spot the birds. Now that Amble has a 
smart new purifying works, the gulls no 
longer circle over the end of the underwa- 
ter sewage pipe. Nobody knows whether 
the birds on nearby Coquet Island, which 
include the roseate tern, an endangered 
species in Europe, will survive. On the 
Firth of Forth, says Northumbrian Water's 
Mr Spray, large populations of scaup, a 
diving duck, vanished after the effluent 
was cleaned up. 

The European Commission, however, 
is unflappable. “It’s true that a rubbish tip 
will provide conditions that will be attrac- 
tive to some birds, but those conditions are 
artificial,” sniffs a spokesman. Birds that 
live off turds are evidently not a matter of 
great concern. @ 
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Employee loyalty 


An alternative to cocker spaniels 


The idea that loyalty pays is being severely tested by the economic downturn 


VER the past few years, much has 

been made of the value to companies 
of loyalty—the loyalty of customers, sup- 
pliers and employees. The high priest of 
the loyalty cult is Frederick Reichheld, a di- 
rector at Bain & Company, a consultancy 
firm, and author of “The Loyalty Effect”, a 
1996 bestseller which argued that engen- 
dering loyalty makes sound economic 
sense. “Business loyalty,” said Mr Reich- 
held, “was considered an oxymoron notso 
long ago.” Crude downsizing in the early 
1990s crushed the loyalty of millions. “You 
want loyalty?” asks the ruthless bond 
trader in Michael Lewis’s “Liar’s Poker”. 
“Then get a cocker spaniel.” 

The economic benefits of employee 
loyalty are real enough. They include 
lower recruitment and training costs, the 
higher productivity of experienced work- 
ers, and the positive effect that such work- 
ers have on customers and future employ- 
ees. In the present economic downturn, 
some companies are trying to hang on to 
these benefits at the same time as they trim 
their labour costs. 

For example, Accenture, a large consul- 
tancy, has introduced a scheme for its staff 
called FlexLeave. This enables them to re- 
ceive 20% of their salary, plus their em- 
ployer-provided benefits, while they take a 
6-12 month sabbatical. In effect, the com- 


pany has bought a call option on their ser- 
vices. Come the upturn, they will be avail- 
able to return to the fold. Accenture says 
the scheme, introduced in America in 
June, “was extremely well received”. It is 
now being extended to Europe and Asia. 

Siemens, a German electronics giant, is 
to introduce a similar scheme on Septem- 
ber 1st. Employees in Munich and Berlin 
who work for its mobile-communications 
division (which lost €511m—$446m-—in the 
three months to June) will be able to apply 
for leave of between three months (on 50% 
of pay) and 12 months (on 20%). The com- 
pany thinks that the lean times will not 
last. Although Germany has high unem- 
ployment, skilled labour is scarce and Sie- 
mens does not want to lose it altogether. 
The “war for talent” continues, albeit on a 
narrower front. 

Other companies have a bigger chal- 
lenge: to retain the benefits of loyalty at the 
same time as they lay people off. There are 
two risks here. One is what has been 
termed “layoff survivor syndrome”, the 
tendency of those who remain to be de- 
motivated by anxiety, guilt and an extra 
workload. The other is of ex-employees 
bad-mouthing the company about how 
they have been treated. “Crass firings 
harm an employer’s reputation and ability 
to attract the best employees,” says Rich- 
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ard Bayer, chief operating officer of The 
Five O’Clock Club, a New York-based ca- 
reer-counselling network. 

Cisco Systems, one of Mr Reichheld’s 
model loyalty-builders, recently intro- 
duced a novel scheme that attempts to 
minimise both risks. It has offered those 
people it laid off this year at its Californian 
headquarters the option to work for a year 
for a charity linked to the company, and to 
be paid a third of their salary plus options 
and bonuses. This eases the burden of re- 
dundancy and gives a “caring” signal to 
the employees who remain. 


Once upon a time in Japan 

Not long ago, western firms would have 
turned to Japan for advice about how to 
foster loyalty. Companies there were 
thought to have an inside track on the sub- 
ject. The Japanese “salaryman” traded loy- 
alty, punishing hours and obedience for 
lifetime employment and security, and 
everybody benefited. 
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But the idea was always something of a >> 
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> myth. The “lifetime” security lasted for lit- 
tle more than 30 years (most salarymen re- 
tired on a negligible pension at 57), and it 
applied only in the biggest companies, 
representing probably no more than one- 
third of the workforce. The rest of the la- 
bour market was scarcely more loyal than 
a Wall Street bond trader. 

Carlos Ghosn, the Renault executive 
sent in to save Nissan, undermined what 
remained of Japanese-style loyalty when 
he announced in 1999 that 21,000 of the 
car maker’s employees would have to go 
and five domestic factories would be shut 
for good. Other large Japanese companies 
followed his example and they are now 
painfully (if belatedly) also downsizing. 
This week Fujitsu announced that it will 
cut its global workforce by 16,400, or 9%, 
by next March (see table on previous page). 

Although many of these cuts have been 
designed to minimise job losses inside Ja- 


Ford’s internal communications 


Inside out 


One e-business is still growing 


OTCOMS may be moribund, but in- 

side companies, the Internet is still 
finding cost-saving new uses, “B2E—busi- 
ness-to-employee—didn’t have a crash,” 
says Bipin Patel, in charge of developing 
the potential of the corporate intranet at 
the Ford Motor Company. “It’s still grow- 


E- 
Ford has gone further than most com- 
pois to get its employees online: it of- 
ered its American employees personal 
computers, and 90% of them accepted. 
Ford hopes that the free pcs will save its 
own and its employees’ time by moving 
services online. General Motors, Ford’s 
great rival, considered a similar scheme 
but found that most employees willing 
to use pcs already had them. It is help- 
ing staff to pay for high-bandwidth con- 
nections instead. 
At Ford, the human-resources depart- 
ment has pioneered a scheme to provide 
the-minute information to em- 
ats about pay and benefits. In the 
past, employees sometimes found that it 
took weeks to get a copy of the pay in- 
formation they needed to do their tax re- 
turns, and the department's staff spent 
mind-numbing hours answering the 
same questions from hundreds of differ- 
ent employees. Now employees can 
look at a password-protected site that 
displays their payslips over the previous 
18 months. They can see all deductions, 
and the hours they worked. All this in- 
formation was on the human-resources 
database: displaying it to employees has 
saved staff time. 





pan (and maximise those elsewhere), loy- 
alty is fast going out of fashion among Jap- 
anese youth. They see the pact that their 
fathers made as lifetime slavery; increas- 
ingly they prefer to work part-time or as 
temps. 

Mr Reichheld is now offering what Ja- 
pan cannot: a guide on how to engender 
loyalty. He has a new book out this month 
(“Loyalty Rules”) and an article in the latest 
issue of the Harvard Business Review in 
which he argues that loyalty stars (such as 
Harley-Davidson, Enterprise Rent-A-Car 
and the MBNA credit-card organisation) 
have certain features in common. One of 
the less obvious is that they tend to be or- 
ganised in smaller teams than their less 
successful rivals. 

The value of small teams is something 
that military folk have long been aware of, 
and it may be no coincidence that Charles 
Cawley, president of MBNA, is an ex-ma- 


“People want more and more of this 
self-service information, which they can 
manage themselves,” observes Mr Patel. 
“There is no such thing as information 
overload here, because it's their informa- 
tion.” Even training seems to work better 
online: Ford employees can now down- 
load a range of courses, including one on 
“Listening and Handling Tough Situa- 
tions”, all designed for digestion in ten- 
or 15-minute gobbets. The company 
claims to have cut training costs by $2m 
during the past six months, as fewer 
people leave their desks to learn. 

The company also uses its intranet to 
communicate with its staff around the 
world. Jacques Nasser, Ford’s boss, sends 
out “Let’s chat” notes once a week. In 
fact, Mr Nasser does most of the chat- 
ting. He gets hundreds of e-mails in re- 
ply, but the communication is basically 
a one-way flow. The company also runs 
chatrooms, in which employees can 
question various inhouse experts and 
outside analysts live on the corporate in- 
tranet. 

In time, thinks Mr Patel, communica- 
tions technology will reshape corporate 
behaviour. It will encourage collabora- 
tion and team-working. Already, the In- 
ternet is causing disintermediation 
within companies, he argues, just as it 
did in e-commerce: the human-resources 
department does much less administra- 
tion once the benefits system is more 
self-service, but rather more a 
and consulting. One day, working in hu- 
man resources might even be fun. 
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rine. Mr Reichheld says that the ideal team 
size for companies is between five and ten, 
depending on the industry. 

The loyalty stars also tend to have self- 
less leaders who communicate clearly that 
loyalty matters. Communication of such 
messages is being made easier by the de- 
velopment of in-house corporate Intranets 
(see box). Leadership, though, still seems 
to be disporportionately rewarding. This 
week an annual survey by Pricewater- 
houseCoopers, a large accounting firm, 
showed that the bosses of the biggest Brit- 
ish companies saw their total earnings rise 
last year by 16.7% while average earnings 
went up by only 5.9%. Disparities like that 
eat up loyalty like a computer virus. m 


German business culture 
Broken 
mould-breakers 


FRANKFURT 
Problems at Deutsche Telekom, Neuer 
Markt and Mannesmann 


HS’ about these for three symbols of 
the changes in German capitalism in 
the past few years? First, the eagerness 
with which small shareholders, 3m of 
them, snapped up shares in Deutsche Tele- 
kom, the former state-owned telecoms 
monopoly. Second, the rise of the Neuer 
Markt, Frankfurt’s market for “growth” 
stocks. And third, last year’s stunning take- 
over of Mannesmann, a telecoms and en- 
gineering firm and a grand old name of 
German business, by Britain’s Vodafone. 
How quickly, at least for small share- 
holders, the dream that these three sym- 
bolised has turned sour. The price of 
Shares in Deutsche Telekom, a third 
tranche of which was sold a year ago for 
€66.50 ($63.90), dipped below €17 this 
week, a mere €2-odd more than the price 
of the first initial public offering in 1996. 
The shares are still reeling from a huge sur- 
prise sale, managed by Deutsche Bank, of 
shares that had been used to buy Voice- 


Stream, an American telecoms firm. Soon »> 








> Deutsche Telekom faces two more hurdles: 
its first-half results are due out on August 
28th; and on September 1st a lock-up on 
further sales by ex-VoiceStreamers expires. 

The Neuer Markt, meanwhile, has lost 
almost 90% of its value since its peak last 
spring, and these days has the reputation 
of a spivs’ playground. This week its Ne- 
max-50 index dipped to within 30 points 
of the 1,000 mark. Recently the Deutsche 
Börse, which runs the exchange, has tried 
to tighten the rules, for example by throw- 
ing out companies whose shares are con- 
sistently worth less than one euro. How- 
ever, that has been delayed by a court 
ruling in favour of an affected company. 

This week's star turn, though, has been 
Mannesmann. Five months ago a prosecu- 
tor in Dusseldorf said that he was investi- 
gating a DM6om ($28m) pay-off to Klaus 
Esser, Mannesmann’s boss: had the pros- 
pect of such a large sum influenced Mr 
Esser’s capitulation to Vodafone? This 
week, just before Mannesmann’s annual 
shareholders’ meeting, it emerged that the 
prosecutor is also interested in members 
of the company’s supervisory board. 

No small fry, either: Klaus Zwickel, 
head of Germany’s biggest trade union, IG 
Metall; Josef Ackermann, earmarked as 
the next boss of Deutsche Bank; and Voda- 
fone’s chief executive, Sir Christopher 
Gent. Apart from Mr Esser’s money, at is- 
sue is the approval of payoffs worth 
DMioom, most of which went to past 
members of Mannesmann’s top brass. No 
case to answer, say the chaps on the super- 
visory board. Sir Christopher said so to the 
shareholders; Mr Esser defended himself 
testily in a German business magazine. 
Nonetheless, small shareholders’ repre- 
sentatives were hopping mad. 

Part of the problem is that different ac- 
tors in German capitalism are changing 
their behaviour at different speeds. Al- 
though it infuriated Deutsche Telekom’s 
bosses and shareholders, Deutsche Bank’s 
bumper share sale was more a sign of its 
ambitions as a global investment bank, 
rather than a mark of old-style German 
relationship banking. That said, the 
clumsy execution showed how much 


Deutsche Bank still has to learn, and it was 
a public-relations disaster. The Mannes- 
mann payoffs were triggered by an Anglo- 
Saxon takeover which shareholders ac- 
cepted, but they were the product of Ger- 
man corporate governance, which is ripe 
for reform. 

But will the bad press turn Germans 
away from shares altogether? So far it has 
not. In the first half of this year, says Rü- 
diger von Rosen of the Deutsches Aktie- 
ninstitut, which promotes share owner- 
ship, the number of direct shareholders 
did fall a little. Remarkably, however, the 
number owning via mutual funds rose by 
more than 1m. A sign of maturity, that Ger- 
mans are trusting fund managers to build 
up their pensions, rather than betting on 
risky individual shares? Maybe, says Mr 
von Rosen, but he is cautious: “It’s a crucial 
situation,” he says. W 


Telephones in the Maldives 


Beached 


SUN ISLAND 


Another peril for paradise 


OMPETITION is what every govern- 

ment is supposed to introduce into 
telecommunications these days. But what 
do you do if you have a mere 275,000 peo- 
ple—roughly the population of Newark, 
New Jersey? And what if that tiny popula- 
tion is scattered across 30,000 square kilo- 
metres (11,000 square miles), only 1% of 
which is above water? For the Maldives, a 
group of coral atolls in the Indian Ocean, 
linked by small boats and the world’s sec- 
ond-largest fleet of Twin-Otter seaplanes, 
competition looks a rather different issue 
than it might do in New Jersey. 

Last week, the Maldives government 
published a policy document, making the 
sort of noises about promoting compe- 
tition that the World Bank and World 
Trade Organisation expect to hear these 
days. At present, the Maldives has only 
one telephone company: Dhiraagu, jointly 
owned by the government and Britain's 
Cable & Wireless. Two years ago, the com- 
pany finished the task of connecting the 
country’s 200-or-so inhabited islands to 
the fixed-line network. Now the govern- 
ment wants it to connect all the islands to a 
new mobile-phone network. 

Creating the fixed-line network was 
hard. Most islands have only three or four 
such telephones, connected wirelessly to 
the network by digital microwave links. 
That creates difficulties. The masts are eye- 
sores: the tallest structures on most is- 
lands, they jut up through the coconut and 
palm trees. To work, microwave requires a 


line of sight between masts—but the curva- 
ture of the earth sometimes makes that im- 
possible. And operational costs are high: 
the towers have to be galvanised, to protect 
them from the corrosive sea air, and a boat- 
load of fuel for the generator must be de- 
livered each week. 

Less than two years ago, Dhiraagu 
launched a digital mobile network. Al- 
ready, it has more than 10,000 customers. 
At the end of August, it will launch prepaid 
mobile-phone cards. That could double 
mobile customer numbers within a year. 

The company has a growing business 
carrying calls from the 500,000 or so visi- 
tors, mostly Italian, British and German, 
who come each year to frolic on the coun- 
try’s white beaches or scuba dive off its 
coral reefs. There are often more than 
4,000 “roaming” customers on the net- 
work, a lot compared with the country’s 
16,000-odd hotel beds. Somehow, there is 
nothing like sitting under a palm tree, pina 
colada in hand, to make people want to 
ring the office and boast about it. 

But boasting does not come cheap. Al- 
though several of the world’s fibre-optic 
cables sweep past the Maldives, a connec- 
tion to them would cost the tiny country 
an unaffordable $40m. So international 
calls go by satellite, and cost between $1.20 
and $3.50 a minute. High international 
charges tend to subsidise local call costs of 
less than $0.02 a minute. 

In some small island states with a sin- 
gle telephone company, such as Barbados, 
high charges breed fears of stifling interna- 
tional electronic industries, and lead to a 
clamour for competition. Not in the Mal- 
dives, where the tourism industry does 
most of the international telephoning. For 
all the government's public commitment 
to competition, it seems more likely to give 
priority to connecting its islands to the mo- 
bile network. Besides, when it has a 55% 
stake in Dhiraagu, why change? m 





Time for a noisy boast 






European competition law 


Battling over bricks 


PARIS 


A growing row over intellectual-property rights 


N EARLY July, on the same day that he 

blocked General Electric’s merger with 
Honeywell, Mario Monti, Europe’s compe- 
tition commissioner, also ruled on an- 
other interesting case. It involves IMS 
Health, an otherwise obscure gatherer of 
health-care information for drug compa- 
nies. The case is controversial because itin- 
volves copyright laws that are already sub- 
ject to painstakingly negotiated inter- 
national agreements. Worse, it threatens 
an ugly row between the European Com- 
mission and national governments. 

At the heart of the dispute is a method 
of data collection known as the “brick” 
system. Bricks are geographical blocks 
used to break down countries and cities 
into meaningful units for analysing sales 
of drugs. 1Ms Health uses its bricks to track 
doctors’ prescriptions and drug sales at 
pharmacies. Drug companies pay for the 
analysis and use it to determine product 
strategies. In theory, anybody can build 
their own brick structure by choosing 
where to set the boundaries, and a particu- 
lar set of bricks can be copyrighted under 
standard intellectual-property rules. IMs 
Health’s copyrighted structure for Ger- 
many, for instance, consists of 1,860 bricks. 

Until 1999 IMs Health had the German 
market to itself. Since then, though, it has 
fought a running battle there with two 
would-be competitors: NDC Health, an 
American rival, and AzyX Geopharma, a 
Belgian group. These companies tried to 
create their own brick structures for Ger- 
many, only to find that most drug compa- 
nies wanted either 1ms Health’s existing 
structure or something based directly onit. 





IMS first refused to license its copyright to 
competitors and then successfully sued 
them for infringement when they 
launched rival products, winning injunc- 
tions in Germany’s local courts. Excluded 
from the market, NDC and AzyX lodged a 
complaint with the commission at the end 
of last year. Mr Monti ordered an investiga- 
tion on competition grounds. 

In July, the investigation ended with a 
stunning ruling. For only the second time 
in its history, the commission imposed “in- 
terim measures”, ordering 1Ms Health im- 
mediately to license its copyright to com- 
petitors and describing a clear abuse of a 
dominant market position. However, Mr 
Monti also said that there were excep- 
tional circumstances to justify the ruling 
and that the market concerned was “a very 
peculiar one”. On August 6th, ims Health 
appealed against the ruling. Europe’s 
Court of First Instance has suspended the 
interim measures while the appeal is be- 
ing heard. The court will probably an- 
nounce its decision next month. 

The case touches on several sensitive is- 
sues. One is a legal question over a com- 
pany’s ability to assert intellectual prop- 
erty rights when it dominates a market. 
The commission's view is that ms Health 
operates what amounts to an industry 
standard (in competition jargon, this is 
known as an “essential facility”) in Ger- 
many, and that for there to be fair compe- 
tition it must license its copyright. IMs 
Health argues that its brick structure is not 
a standard because drug companies do not 
have to use it—they choose it because IMS 
Health had the foresight to create a product 
that would appeal to them. Lawyers are 
still arguing over whether the commission 
has the legal authority to override interna- 
tional agreements on copyright. 

Undoubtedly the commission’s posi- 
tion breaks new legal ground. Previous 
spats over essential facilities have oc- 
curred when the owner of something in 
one market, for example a harbour, has 
blocked entry to competitors in another 
market, for example a ferry operator. This 
case is unprecedented because it concerns 
only one market. Is the commission de- 
fending competition—or is it attacking IMs 
Health merely for having created and pro- 
tected a genuine competitive advantage? 

A further sensitive issue is that IMS 
Health has consistently won its defensive 
fight in German courts. On June 19th, a 
specialist appellate court ruled on an ap- 


peal by NDc to lift an earlier injunction 
won by 1Ms Health that had stopped it 
from developing a product based on IMs’s 
brick structure. Not only did the judges up- 
hold ıms Health’s copyright, but they also 
explicitly referred to the commission’s in- 
vestigation by saying that the brick struc- 
ture could not be seen as an essential facil- 
ity in Germany. How does Mr Monti 
square his decision to ignore the court find- 
ings in Germany with his broader goal of 
encouraging local implementation of 
European competition law? The commis- 
sion says that, by the time the German 
court case is over, which could be two or 
three years off, would-be competitors to 
IMS Health will long since have been 
forced to withdraw from the market. Curi- 
ously, if that were to happen, Germany's 
drug companies would be in the same 
market position that they accepted quite 
happily in1999. m 


Media-buying agencies 


Monkey puzzle 


A transformation of the media industry 
is behind the bidding war for Tempus 


66 MORILLAS with calculators” is how 
creative types used to deride media 
buyers. If the creative side of advertising 
was considered the sexy bit of the busi- 
ness, then media buying was for number- 
crunching nerds. But, as the current scram- 
ble to snap up Tempus, a British media- 
buying agency reveals, this back-room in- 
dustry is now firmly in the limelight. 

The tussle for this prize began on Au- 
gust 20th, when Sir Martin Sorrell, head of 
wep, the world’s biggest advertising 
group, putin a bid for Tempus, valuing it at 
£437m ($631m). Tempus’s managers, who 
had already accepted a lower offer last 
month from Havas Advertising, the fifth- 
biggest advertising group, say they will 
now reconsider. Although wrp has of- 
fered Chris Ingram, Tempus’s boss, the 
joint top job in the combined media-buy- 
ing group, he is known to be wary of Sir 
Martin. And Havas is widely expected to 
raise its own bid, although it was staying 
mum this week. 

Europe’s third-biggest media-buying 
agency, and one of the few thatis still inde- 
pendent, Tempus would fit neatly with ei- 
ther of its suitors. Were Sir Martin to win it, 
this would reinforce wrp’s joint domi- 
nance of the industry, along with Inter- 
public, the American advertising giant (see 
chart on next page). In cIa, which makes 
up the bulk of Tempus’s business, it would 
have a strong European media-buying op- 


eration to complement the American ori- » 
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> entation of wpp’s The Media Edge. And, 


claims wrp, the fusion would provide 
“synergies” of at least £13m. 

For Havas, adding Tempus would swell 
the French group’s share of the media-buy- 
ing market by 80%, to 9.2%. Havas also 
reckons it could find cost savings from the 
merger of €20m ($18m) next year. While 
wpPP would remain strong in media-buy- 
ing even without Tempus, Havas badly 
needs the acquisition for its weak media- 
buying business to rival the global giants. 

Why this commotion over a modest 
British firm? After all, it is small beer for Sir 
Martin, who only last year paid $4.7 billion 
for Young & Rubicam, an American ad- 
vertising giant. The answer is that the me- 
dia-buying industry has been trans- 
formed, because the media industry itself 
has changed, in two important ways. 

The first is the fragmentation of media. 
Only a decade ago in Europe, when cable 
and satellite television were fledgling busi- 
nesses, media buyers did little more than 
negotiate the price for a spot on a televi- 
sion network. Today, pay-Tv is in about 
half of all West European homes. As the 
number of channels through which an ad- 
vertiser can reach an audience has prolifer- 
ated—multi-channel Tv, the Internet, wire- 
less telephony, not to mention older ideas 
such as magazines or billboards—it has be- 
come harder than ever to grab the con- 
sumer’s attention. 

Hence the fresh appreciation for the job 
done by all those number-crunchers with 
their spreadsheets and calculators. “Me- 
dia-planners and buyers used to be treated 
by creative people as second-class citi- 
zens,” says Sir Martin. “Now they have 
equal, in some cases greater-than-equal, 
status.” As its profile has risen, and the spe- 
cialist media-buying agencies have honed 
their skills, the business has become lucra- 
tive. Margins in media-buying are around 
20%, compared with about 15% for creative 


agencies. The service has become all the 
more valuable now that advertising bud- 
gets are being so sharply cut. “They are the 
people who can make your money go fur- 
ther,” as one advertiser puts it. 

The second change is the consolidation 
and globalisation of the media groups 
themselves. For media buyers to have any 
clout in negotiating rates with these giants 
they need scale. This explains the consoli- 
dation within the media-buying industry 
too. Only last month, Interpublic merged 
its media-negotiating businesses into a 
single worldwide unit, Magna Global. 
Also in July, Britain’s Cordiant Communi- 
cations and France’s Publicis agreed to 
combine their media-buying divisions. 

In this rush, many independents have 
been hoovered up already. Tempus, 
founded, part-owned and still run by Mr 
Ingram, is one of the few left. Another is 
London-based Aegis, whose media-buy- 
ing agency has a market share more than 
twice that of Tempus’s CIA. Indeed, there 
is a suspicion that it is Aegis, not Tempus, 
that Sir Martin is really after. 

Naturally, Sir Martin dismisses the idea 
as a “red herring”: Aegis, as its boss, Doug 
Flynn, has repeatedly said, is not for sale. 
But that was what Mr Ingram used to say 
about Tempus. “Sorrell can’t lose,” says 
one industry rival. If he wins Tempus, he 
will have strengthened his business. If he 
loses, he will have weakened a competi- 
tor, Havas, by forcing it to overpay. He will 
have pushed up the price he gets for a 22% 
stake in Tempus that he already owns. And 
he could still choose to court Aegis, widely 
regarded as the bigger prize. = 


African airlines 
A new Air 
Afrique? 


What to do with a troubled West 
African airline 
ERYONE who works in Africa has a 

horror story about flying with Air 
Afrique. Created in 1961 by newly inde- 
pendent West African governments, it was 
once a symbol of regional integration. 
Over the past few years, though, it has 
been on the verge of collapse, crippled by 
ballooning debts, appalling service and lu- 
dicrous overemployment. It has 4,200 em- 
ployees and eight aeroplanes. (By com- 
parison, Britain’s budget EasyJet, with 21 
aeroplanes, employs 1,400 staff.) 

Now, the airline may get a fresh start. 
On August 14th, the heads of state of the 11 
African countries that own 68% of the 
company agreed to an Air France proposal 
to shut it down. Some of its assets, includ- 
ing the brand name and landing rights, 





But be prepared for a long wait 


would be transferred to a new company, 
leaving the present airline’s debt behind. 
The shareholding countries would reduce 
their aggregate ownership to between 22% 
and 28%, and Air France's share would in- 
crease from 12% to 35%. Private investors 
would own the remainder. 

Last January, with an $800,000 World 
Bank grant in hand, shareholders called in 
Simat, Helliesen and Eichner (SH&E), an 
American air-transport consulting firm. 
Jeffrey Erickson, who presided over the re- 
structuring of TWA, was appointed to 
head a transition management team. He 
found chaos: the company’s accounting 
system had shut down in 1999, so that it 
produced no accounts; local offices ran 
their own finances; many passengers trav- 
elled free; and almost every flight was ei- 
ther late or cancelled. The timetable was 
not changed even after exasperated credi- 
tors had repossessed three aeroplanes. 

His team put financial controls in place, 
and revised routes and schedules. About 
60% of flights are now on time. The num- 
ber of free or discounted tickets has been 
cut. As a result, both passenger numbers 
and income have been rising. 

According to Mr Erickson, however, Air 
Afrique still employs 2,000 too many peo- 
ple and cannot service its debt. Hence the 
African shareholders’ decision to bite the 
bullet. But the usual political squabbles lie 
ahead. Abdoulaye Wade, president of Sen- 
egal, has said that all of Air Afrique’s em- 
ployees will keep their jobs, and that Air 
France will inject fresh working capital 
into the company. Air France maintains 
that it has made no such financial commit- 
ment, and that the new Air Afrique should 
start with half its present staff. Without 
speedy agreement on the details, Air 
Afrique may yet vanish into thin air. m 





Face value Starwood’s shooting star 


Barry Sternlicht is great at doing deals. But how good is he at running companies? 
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F THERE is one person who doesn’t 

have to worry about finding a bed for 
the night, it is Barry Sternlicht. He can 
walk into any of 740 hotels in 80 coun- 
tries, from the St Regis in New York to the 
Danieli in Venice, and demand a room. 
This is one of the perks of being chair- 
man and chief executive of Starwood, 
which Mr Sternlicht turned from a small 
property company into one of the 
world’s largest hotel groups through a se- 
ries of daring takeovers that culminated 
in the $14.6 billion contested acquisition 
of rrr, owner of Sheraton, in 1998. 

Mr Sternlicht may have made buying 
hotels look easy—though he was helped 
by Starwood's advantageous tax structure 
and a share that did credit to its ticker 
symbol, HOT. But he has found running 
them more challenging. Starwood's 
shares have underperformed the Ameri- 
can stockmarket by 45% since the ITT pur- 
chase. In July it gave a warning that 
revenues this year might be 2-3% below 
last year’s levels, citing a rapid decline in 
business travel that is hitting room prices 
and occupancy rates. As the industry 
faces its first drop in sales since the 1991 
recession, this accomplished deal maker, 
still only 40, is finding that he has to 
prove himself all over again—this time as 
a hotelier. 

The nitty-gritty of services does not 
seem to be Mr Sternlicht’s strong suit. It is 
certainly not what he most likes to dis- 
cuss. Aggressive, impetuous and thin- 
skinned, his talk is all about transactions: 
about how he snatched ITT, then a com- 
pany with a market capitalisation twice 
that of Starwood, from arch-enemy Hil- 
ton; how that deal came only a month 
after his purchase of Westin, another ho- 
tel chain; and how, during last year’s sale 
of 1TT’s casino assets, including Caesar’s 
Palace in Las Vegas, he played off rival 
bidders against each other and ended up 
netting $3.1 billion, when his number two 
had been prepared to sell for $2.6 billion. 


Sheer grit, it seems, has always helped 
this son of a Holocaust survivor to beat 
the odds. When he was 14 his doctor x- 
rayed him and told him he would be 
short; in defiance, he grew to be five foot 
ten (1.77 metres). 

Such self-belief has not made Mr 
Sternlicht easy to live with. In the past 
three years, Starwood has lost six senior 
executives. Mr Sternlicht fell out with his 
president, Richard Nanula, an old friend 
from his Harvard Business School days, 
whom he had lured from Walt Disney; 
and with Juergen Bartels, head of the 
group’s hotel operations. The subsequent 
public criticism of his management style 
has not mellowed Mr Sternlicht. Quite 
the opposite, in fact. “I wasn’t ready to be 
as tough as I should have been,” he says. 
“I didn’t know how to let people go. I 
should have done it all at once. Instead I 
did it one at a time.” 

Mr Sternlicht had certainly clarified 
who was boss, but the thinning of the top 
ranks made reorganising Starwood 
harder, given his limited experience of 
the hotel business. The most urgent task 
was to knit together the disparate acqui- 
sitions that had brought him a range of 
overlapping brands, from Sheraton and 
Westin in the upper reaches of the middle 
market to St Regis and the Luxury Collec- 
tion at the top end, and CIGA in Europe. 
“I inherited three companies, glued them 
together and hoped it would work,” he re- 
members. “The whole thing was very 
dysfunctional." 

Mr Sternlicht has made some quick 
and obvious changes for the better, in- 
cluding chopping out suppliers—Star- 
wood saved $144,000 a year by reducing 
(from 17) the number of firms that sell it 
cookies—and launching a sophisticated 
loyalty programme for regular guests. He 
has also introduced six sigma, a system of 
quality control beloved by Ge’s Jack 
Welch. And he has formed an alliance 
with Cisco Systems to introduce broad- 
band Internet access into his hotels. 

These changes have produced some 
promising results. Starwood's profits and 
cashflow have grown faster than those of 
its rivals, Marriott and Hilton, over the 
past two years. And disposals have re- 
duced the group’s $8 billion debt load. 

The tougher challenge, however, is to 
develop a consistent brand image for Star- 
wood, as the economic climate grows 
bleaker. Mr Sternlicht has models: he 
cites Target, an American discount re- 


tailer, and Starbucks, admiring the coffee 
chain’s ability to “create a lifestyle around 
a commodity product with declining 
sales—and make people spend $3 on a 
cup of hot water.” 

He also has a prototype: the 14-strong 
chain of w hotels, which he dreamed up 
three years ago, and which seems to be 
the only topic, other than deals, that ex- 
cites him. With their emphasis on mod- 
ern design and pampering service, w 
hotels are winning plaudits as smart al- 
ternatives to conventional luxury lodges. 


Fraught franchises 

Sadly, Mr Sternlicht also has one big pro- 
blem. The w chain is under his control, 
but that cannot be said of the rest of Star- 
wood. The group owns only a fifth of its 
hotels; most of the rest are franchised. Mr 
Sternlicht sees this as a serious hurdle. 
“Unlike Target and Starbucks, we don’t 
control our own distribution,” he ob- 
serves. “When the head of our design 
team went to one Westin franchisee to 
ask him to use a white bedspread to 
match our brand image, he said ‘but it 
will stain’. That is the difficulty. We end 
up arguing over bedspreads.” 

Friction with franchisees is likely to in- 
crease as the economy slows and occu- 
pancy rates fall. There will also be less 
money to lavish on the w hotels, as Star- 
wood starts to cut capital spending. Mr 
Sternlicht sounds a bit like somebody 
trapped in operational management after 
the deal music has stopped: “It’s no fun 
when your customers go away.” But with 
Starwood's shares still languishing, it will 
be hard to pull off another big deal to 
hold his interest. Then again, the test of a 
true hotelier is managing through bad 
times as well as good. m 
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China's economic challenge to East Asia 


A panda breaks the formation 


HONG KONG 


As anew industrial giant stirs, East Asia’s economies fear they must adapt 


se been asking everyone in East and 
South-East Asia: ‘What is your com- 
petitive response to China?’ I have yet to 
hear a satisfactory answer,” says Victor 
Fung, a de facto ambassador of Hong 
Kong’s business elite. Most of China’s 
neighbours react to the mainland’s indus- 
trial rise with a mix of alarm and despair. 
Japan, South Korea and Taiwan fear a “hol- 
lowing out” of their industries, as factories 
move to low-cost China. South-East Asia 
worries about “dislocation” in trade and 
investment flows. Kenichi Ohmae, a vet- 
eran Japanese consultant, predicts that 
China’s rise will cause a “second Asian cri- 
sis”, more severe and drawn-out than that 
of 1997-98. 

It all boils down to this: what will the 
rest of East Asia do for a living now that 
virtually everything can be made more 
cheaply in China? If the fear is correct, ad- 
justment may be painful. For China’s rise 
threatens an end to East Asia’s traditional 
model for economic development. 

This model is sometimes called the “fly- 
ing geese” pattern. East Asian countries 
started by manufacturing for export sim- 
ple goods such as shoes or footballs. They 
then reinvested the profits so as to upgrade 
their capital stock, exporting more sophis- 


ticated goods such as semiconductors and 
laptops. In the process, wages and living 
standards rose towards rich-country lev- 
els. Japan flew in the pattern first, followed 
by Hong Kong, Singapore, South Korea and 
Taiwan. Malaysia, Thailand, the Philip- 
pines and Indonesia have followed later. 

China is no goose. It does not conform 
to the (somewhat misleading) stereotype, 
because it makes simple goods and sophis- 
ticated ones at the same time, rag nappies 
and microchips. If there is a parallel to 
China’s kind of economic development, 
says Andy Xie, economist for Asia at Mor- 
gan Stanley in Hong Kong, then it is Amer- 
ica in the 19th century. A surplus of labour 
keeps wages down, yet consumption 
grows because prices fall. China makes 
goods spanning the entire value chain, on 
a scale that determines world prices. 
Hence East Asia’s anxiety. If China is more 
efficient at everything, what is there left for 
neighbours to do? 

These fears are greatly overblown, and 
any government policies shaped to ad- 
dress them would be a mistake. David Ri- 
cardo, an early 19th-century English econ- 
omist, demonstrated that what matters in 
trade is not absolute cost advantage 
(which China undoubtedly has in many 


Also in this section 
58 Japanese banks’ swaps 
59 Recriminations against Wall Street 
59 Equity underwriting in Europe 
60 Fiscal poticyintheeuroarea 


61 Economics focus: the age of 
discovery 


goods) but comparative advantage. Tim 
Condon, an economist at ING Barings, il- 
lustrates this by adapting Ricardo’s origi- 
nal example to modern Asia. China and 
Thailand both grow rice and make steel. 
China does both more cheaply, but its cost 
advantage in steel is greater than in rice. As 
long as they can trade, both China and 
Thailand will thus be better off if China 
makes steel and Thailand grows rice. 

One problem may be that this pre- 
sumes a flexibility that most Asian econo- 
mies lack. In this example, if all else re- 
mained the same (which it won’t), closing 
Thailand's steel industry would mean fall- 
ing wages in cities and a transfer of wealth 
to the countryside—a wrench in the short 
term that may not be politically feasible. 
But then another point the goose-obsessed 
miss is that exchange rates move: if China 
really dominated the export trade its cur- 
rency would have to rise, and others 
would fall, evening things out. 

The supposed challenge varies for each 
goose, depending roughly on where in the 
formation it flies. Japan, for instance, like 
China, faces deflationary pressures. Unlike 
China, though, it starts out with a high cost 
base. The current migration of low-cost 
manufacturing from Japan to China there- 
fore makes sense. Japan should benefit 
from China’s rise, as it did from the rise of 
other East Asian rivals, as it shifts (like 
America) from manufacturing to higher- 
value services. In truth, there is no reason 
why China’s growth should not benefit Ja- 
pan rather than harm it. 

The issue for the trailing geese—that is, 
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> Philippines—is also relatively clear-cut. In 
textiles, where country quotas are to be 
phased out under world trading rules, 
they stand no chance against China, ac- 
cording to Fred Hu, an economist at Gold- 
man Sachs in Hong Kong. Besides such ob- 
vious industries as tourism, he says they 
should therefore specialise in commod- 
ities and agriculture. Thailand, for in- 
stance, is unbeatable in shrimp farming, 
Indonesia in timber, and so on. 

And what of the richer East Asians, in 
Singapore, South Korea and Taiwan? As 
geese, they flew in the middle, but they 
could soon be trapped between a new 
low-cost manufacturing power (China) 
and a rich-world services centre (Japan). In 
the early 1990s, during their heyday, these 
three economies (plus Hong Kong) had a 
combined GDP one-and-a-half times as 
big as China’s. Today, their combined GDP 
is about the same as China’s. By 2010, Mor- 
gan Stanley guesses, it will be half the size 
of China’s, and by 2020 one-tenth. In rela- 
tive weight, says Mr Xie, these countries 
are the “vanishing middle”. 

The best response by these places could 
be to allow China to make things that they 
design. South Korea and Taiwan, for in- 
stance, are world leaders in semiconduc- 
tors. It should be possible to use this posi- 
tion to gain leadership in intellectual, 
rather than physical, property. Again, the 
main obstacle is politics. In South Korea, 
manufacturing is in the hands of industrial 
conglomerates that are run by families and 
hamstrung by trade unions that resist any 
change. 

The economy suffering most acutely is 
Taiwan. Spared recession during the Asian 
crisis, it is now buffeted by a collapse in 
world demand for its exports. (For the first 
time since 1949, Taiwan’s economy looks 
likely to contract this year.) Already, about 
half of “Taiwanese” computers, digital 
cameras and motherboards are made on 
the mainland; in scanners, the figure is al- 
most 90%. Taiwan also suffers a brain drain 
to the mainland, as many of its brightest 
sparks seek chances in Shanghai or Guang- 
dong province. 

The choice for Taiwan, says Mr Xie, 
with a degree of theatricality, lies between 
becoming a Finland or a Hainan. Finland 
found a successful niche among European 
rivals by, in particular, designing mobile 
phones; it has thrived. Hainan is just an- 
other southern Chinese island, known es- 
pecially for its prostitutes. If Taiwan is flexi- 
ble—as Hong Kong has been, with much 
success, in adapting to China’s rise—then 
transformation is possible. Only shoddy, 
inflexible companies in the region, plus 
their political backers, have reason to be 
alarmed by rising mainland prosperity. m 


Correction: In our issue of August 4th, we 
accompanied an article on Nomura Securities with a 
chart of the share price of Nomura, an unrelated 
company making exhibition displays. Our apologies. 


Japanese banks and interest-rate swaps 


Storing up trouble 


TOKYO 
Japan’s banks have alarming quantities 
of derivatives squirrelled away 


pa tesla curious is happening at Ja- 
pan’s big banks. Thanks to an account- 
ing loophole, they are piling up large expo- 
sures to derivatives without having to 
disclose them to investors. Japanese banks 
are already weighed down by bad loans 
and loss-making share portfolios. Now, 
thanks to their enthusiasm for interest-rate 
swaps, they are even riskier than they al- 
ready look. Fancy that. 

Estimates suggest that the banks have 
¥40 trillion ($330 billion) of interest-rate 
swaps on their books. Since they already 
own the same amount of government 
bonds, they have, in effect, quietly dou- 
bled their exposure to interest-rate fluctua- 
tions. Most of these swaps are placed off 
the balance sheet, so itis hard to tell exactly 
how much the banks own, or what pro- 
portion of itis longer-dated stuff. Still, peo- 
ple in the market reckon that the average 
maturity of banks’ combined bond and 
swap portfolios is probably about four 
years. That means a rise in long-term inter- 
est rates of, say, one percentage point 
could wipe around ¥3.2 trillion off the 
banks’ capital—the equivalent of a year’s 
worth of operating profits. 

The best evidence of what the banks 
are doing lies in the spread between gov- 
ernment-bond yields and swap rates. Nor- 
mally, bond yields are lower, because in- 
vestors believe that there is less risk that a 
government, as opposed to a private insti- 
tution, will default on its debt. Yet because 
banks, the biggest participants, have gener- 
ated so much demand for swaps, spreads 
in the five- to ten-year zone have flattened 
to virtually zero over the past six months. 
In some places, swap rates are actually 
lower than government-bond yields, a 
trend that alarms many of the banks’ 
counterparties, which are mostly foreign 
investment banks and hedge funds. 

Interest-rate swaps appeal because 
they help to boost profits, at least for now. 
In return for a fixed rate of, say, 0.5%, banks 
use money “borrowed” from depositors to 
pay a floating rate of interest of 0.1%, pock- 
eting the difference of 0.4 percentage 
points. This provides handy income at a 
time when their profits are being eroded 
by write-offs of bad loans. It also helps 
ward off the threat of nationalisation. The 
government owns great wads of banks’ 
preferred shares that could be converted 
into voting shares should the banks ever 
fail to earn enough to pay dividends. Still, 
banks need to keep an eye on short-term 








rates: should they rise, these earnings 
would dry up or even turn to losses. 

They are able to hide their swap hold- 
ings thanks to a loophole in “macro-hedge 
accounting” rules that has been closed in 
most other rich-world jurisdictions. Until 
next April at least, Japanese banks are not 
required to value derivatives used for 
hedging purposes at market prices, nor to 
match them to assets and liabilities of sim- 
ilar maturity. With only a loose cap on 
how much they may hedge, banks have 
exploited this to the full. 

Thus they have “hedged” their liabil- 
ities, mostly short-term deposits, with 
long-term interest-rate swaps, creating a 
maturity mismatch likely to widen in fu- 
ture. The government's deposit-insurance 
scheme runs out next spring, and consum- 
ers are already shifting long-term deposits 
into demand deposits. 

The scheme relies on doubtful reason- 
ing by the banks and shoddy inspection by 
auditors. Macro-hedge accounting rules 
specifically state that banks may use the 
loophole only for the purpose of reducing 
risk—which they claim to be doing. But, 
critics argue, creating such a maturity mis- 
match can hardly be classified as risk-re- 
ducing; auditors should be stricter. Ac- 
countants weakly reply that they must 
accept the banks’ own definitions of risk. 

Japan’s bank regulators do not seem 
unduly concerned that the banks are hid- 
ing risky derivatives positions. Sharehold- 
ers, on the other hand, may not be so for- 
giving. Should large losses on these 
hidden swaps ever come to light, they may 
well sue both the banks and their auditors. 

For now, however, the chances are high 
that the banks will be able to keep their 
swap positions under wraps. The Japanese 
Institute of Certified Public Accountants, 
which is due to unveil proposals for new 
macro-hedging rules next month, is said to 
be under pressure to extend the loophole 
by as much as a year beyond next April, to 
allow banks to get their systems ready to 
meet the new regulations. 


In the meantime, there is always the » 





> risk that long-term interest rates could go 
up sooner, and more sharply, than banks 
expect. Last week, the Bank of Japan loos- 
ened monetary policy for the second time 
this year, and hinted at more easing to 
come. This, quite plausibly, might weaken 
the yen, which, in turn, might cause nomi- 
nal long-term interest rates to rise, and 
bond prices to fall. When this starts to hap- 
pen, banks could be forced to renegotiate 
with their swap counterparties, or to put 
up more cash. 

This would be disastrous for them, 
since they have little, if any, free capital to 
fall back on. The Japanese stockmarket is 
close to a 17-year low, and the economy is 
still spluttering. Banks are under pressure 
to rid their loan books of bad debts, and 
are fast running short of reserves. What 
they are doing with interest-rate swaps 
could make another dent, both in their 
capital and in their credibility. @ 


Recriminations against Wall Street 


Bubble and 
squeak 


Attempts to hold Wall Street to account 
for the dotcom bubble, contd 





HE public outcry after the 1929 crash 

made cleaning up Wall Street a hot po- 
litical issue. Within five years, an unregu- 
lated market had been made subject to a 
raft of new laws, and had gained a regula- 
tor, the Securities and Exchange Commis- 
sion (SEC). The tech-share crash of last year 
has also excited politicians in Washington, 
who blame Wall Street hype for inflating 
the bubble. 

Investment banks, whose behaviour is 
also under scrutiny by regulators as well 
as the courts, are nervous about where all 
this might lead. Many have made changes, 
mostly modest, to their procedures. CSFB, 
the bank under greatest pressure, recently 
replaced its chief executive and has now 


appointed a former sec official—Gary 
Lynch, the man who hunted down Ivan 
Boesky and Michael Milken—as its general 
counsel. 

Leading the political attack is Richard 
Baker, a congressman from Louisiana who 
chairs the House sub-committee on capital 


markets. His first target is conflicts of inter- 


est at investment banks—institutions that 
help companies to sell their shares, all the 
while supposedly helping investors to sort 
out good shares from bad. Next, Mr Baker 
plans to take a hard look at how invest- 
ment banks allocated shares to investors in 
initial public offerings (1POs), an area also 
subject to legal investigations. 

Wall Streeters fear that Mr Baker is that 
dangerous animal, a politician with an eye 
for the main chance. Tampering with the 
securities houses’ mix of banking and re- 
search, the head of research at one Wall 
Street giant claims, “could destroy the capi- 
tal-raising machinery of this country and 
drive the 1po market offshore.” 

Yet Mr Baker appears pragmatic 
enough. Merrill Lynch and csrB have 
barred research analysts from buying 
shares in companies they follow. Mr Baker 
does not think banks should be forced to 
go that far—provided there is full disclo- 
sure of whatever analysts do. He also re- 
cognises that Wall Street firms have differ- 
ent kinds of business model, and that 
across-the-board rules may be unhelpful. 
Instead, investment banks may be re- 
quired to choose what sort of firm to be: 
say, one that bans its analysts from invest- 
ing or one that does not. 

Mr Baker says he wants to avoid new 
legislation, so long as the industry “re- 
sponds appropriately”. Rather, he prefers 
to work with the sec, whose new chair- 
man, Harvey Pitt, he reports to be both “ex- 
pert and helpful”. 

As yet, nobody is making the sort of 
radical proposals that would wholly re- 
move the conflicts of interest—for instance, 
by requiring research and investment 
banking to take place in separate firms. 
Wall Street houses argue that this would 
be hugely inefficient, and that, anyway, 
their analysts were bullish not in order to 
keep the bankers happy, but because they 
believed, albeit wrongly, in the dotcoms 
they were touting. 

Possibly. At any rate, analysts generally 
made clear to investors that these shares 
were risky. There have been out-of-court 
settlements, notably Merrill Lynch's recent 
one with a client unhappy at a buy recom- 
mendation made by Henry Blodget, the 
firm’s dotcom analyst. A judge’s swift and 
entertaining dismissal this week of law- 
suits over bullish research recommenda- 
tions by Morgan Stanley's “Internet 
queen”, Mary Meeker, is more likely to be 
the norm. The judge, who described the 
allegations as “in grossly bad taste”, is evi- 
dently no politician. # 


Equity underwriting in Europe 
Unusual suspects 


Local commercial banks in Europe dida 
rotten job of underwriting IPOs 


ALL it relationship banking. In early 

1999, Lothar Mark, head of Gontard & 
MetallBank, a small German bank, is said 
to have urged an entrepreneur to sell his re- 
maining stake in the company he had 
founded. Sound advice, as it turned out. 
The company in question, Refugium, an 
operator of old people’s homes, carried 
out a secondary public offering, led by Mr 
Mark’s bank, but later lost 99% of its mar- 
ket value. It has since filed for insolvency 
amid allegations of accounting fraud and 
breach of trust by its directors. 

Public prosecutors are still investigating 
the affair, but they suspect that Mr Mark 
may have had foreknowledge of the trou- 
bles ahead. After all, he was deputy chair- 
man of Refugium’s supervisory board. His 
bank had introduced the company to the 
Neuer Markt, Germany’s market for 
growth stocks. 

Refugium’s close relationship with its 
underwriting bank is hardly exceptional. 
During the European equity gold rush of 
the late 1990s, it was mainly local commer- 
cial banks that cashed in, dominating es- 
pecially the business of underwriting 
growth stocks in Paris and Frankfurt. Com- 
panies often felt they had a moral obliga- 
tion to use their traditional bank when go- 
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> ing public, says Götz Gollan from Equinet, 
a firm which advises companies on going 
public. After all, that bank had often pro- 
vided financing when times were bad. 

In many cases, neither side was quite 
ready. For many smaller banks, under- 
writing the initial public offerings (rros) 
of growth stocks was their first brush with 
investment banking. In 1995, there were 
less than a dozen active equity underwrit- 
ers in Germany. By 1999, there were 52; to- 
day there are over 100. Most of the buyers 
during the boom were retail investors, and 
placing the shares was easy. In the late 
1990s, almost every issue seemed to fly. 

No longer. Following 18 months of 
scandals involving many of the former 
stars on Europe’s growth markets, the Re- 
fugium affair is unusual only in that it in- 
volved not a technology company but 
what plausibly passed as a share for wid- 
ows and orphans. Some 30 companies are 
either insolvent or have fallen so much 
that they are likely to be expelled, like Refu- 
gium, from the Neuer Markt. With five 
flops, Gontard & MetallBank, which traces 
its origins to the early 18th century, is an 
unfortunate market leader. 

Commerzbank, DG Bank (now called 
DZ Bank, after a recent merger) and Hypo- 
Vereinsbank head the list of larger under- 
writers whose offerings have underper- 
formed, according to Dealogic Capital 


Fiscal policy in the euro area 


firm. Investors who subscribed to all their 
IPOs since January 2000 would have lost 
more than half their money (see chart on 
previous page). 

They could blame the banks’ inexperi- 
ence as underwriters. But some fund man- 
agers claim that “Chinese walls”, the barri- 
ers that are meant to separate investment 
advice from corporate finance, were not 
just semi-permeable, as on Wall Street, but 
non-existent. In some cases, research an- 
alysts worked alongside auditors to pro- 
duce an offering prospectus. Their reports 
were often even more positive than the 
prospectus itself and were used to market 
the issue. That would be impossible in 
America or Britain, where “blackout” peri- 
ods apply before an IPO. 

Moreover, after an IPO, commercial 
banks in continental Europe continue to 
provide loan finance, and sometimes keep 
an equity stake. Especially in Germany, se- 
nior bankers often sit on the supervisory 
boards of companies covered by their re- 
search department. Conflicts of interest 
appear even bigger and more entrenched 
than on Wall Street. Some, in particular 
Dresdner Bank and Deutsche Bank, have 
tried to establish better underwriting prac- 
tices. Their rros have done comparatively 
well. Many other German banks are only 
now discovering the word compliance. m 


Eichel rocks (and rolls) 


FRANKFURT 


Aremark by Germany’s finance minister has renewed chatter about the 


euro-area’s stability and growth pact 


WARNING to music lovers: steer clear 

of the German finance ministry's 
website. (Oh, if you must: the address is 
www.bundesfinanzministerium.de.) You 
hear there “Wer sonst?”—“Who else?”—a 
song in praise of Hans Eichel, the finance 
minister. Sample, made no worse by trans- 
lation: “He, he, he is thrifty and hard-work- 
ing and sometimes generous. He, he, he— 
who else?” 

Mr Eichel does indeed have a reputa- 
tion for being tight with the nation’s 
money. In the past few days, though, the fi- 
nance minister may have wished that he 
was equally thrifty with his words. 

A sharp slowdown in the German 
economy—which, said official statisticians 
on August 23rd, did not grow at all in the 
second quarter—has made it likely that Mr 
Eichel will miss his budget-deficit target for 
the year. This is not only a domestic issue. 
The euro area’s “stability and growth pact” 
is supposed to keep national governments 
on the fiscal straight and narrow now that 


monetary policy is run by the European 
Central Bank. Might it not be better, Mr Ei- 
chel mused, to set targets for government 
spending, which he thinks can be planned 
more precisely than budget deficits (thatis, 
spending less revenue)? 

A wish to rewrite the stability pact, 
from the country that had insisted on set- 
ting it up? Handelsblatt, a German busi- 
ness daily, reported that Mr Eichel and 
Laurent Fabius, his French counterpart, 
were cooking up a plan. No, no, chorused 
the Germans, the French and Pedro Solbes, 
the European commissioner responsible 
for monitoring compliance with the pact. 
The pact is super as itis. 

The trouble is that governments are be- 
ing pulled in two directions. On the one 
hand, the pact is a commitment to fiscal 
prudence. Governments have to publish 
annual targets. Budget deficits of more 
than 3% of GDP are punishable by fines 
(though no deficits are yet close). Lesser 
transgressions incur censure from the 
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European Commission. In Mr Solbes’s 
view, four of the euro zone’s 12 countries 
have fundamental work still to do: Ger- 
many, France and Italy (the three biggest), 
plus Portugal. Italy has promised to bal- 
ance its budget by 2003; the rest by 2004. 

On the other hand, economic slow- 
down has pushed down revenues and in- 
creased spending, compounding the ef- 
fects of tax cuts already on the way. When 
Mr Eichel set his budget target last Novem- 
ber, he expected German GppP to grow by 
2%, giving him room to cut taxes and still 
keep the budget deficit to 1.5% of GDP. 
Now economists say the economy will 
grow by 1% this year, and Stefan Bergheim 
of J.P. Morgan in Frankfurt expects a bud- 
get deficit of more than 2%. 

Normally, falling taxes and rising 
spending act as “automatic stabilisers” 
that help set the economy right. That is 
fine, by Mr Solbes’s lights, in countries 
where fiscal policy is already in order. But 
in the four erring countries, he says, the sta- 
bilisers should not be used to the full. Por- 
tugal recently produced a supplementary 
budget to tighten things a little. 

To make matters trickier, national elec- 
tions are due next year in France and Ger- 
many. That is adding to domestic pressure 
to ease the squeeze: Mr Eichel has already 
agreed to increase child benefit and is 
gamely resisting calls to bring forward tax 
cuts planned for 2003. 

All this ensures that any hint of budget 
backsliding will make headlines. Yet de- 
spite his hurried clarification, Mr Eichel 
has a point. The focus on a single year’s tar- 
get does not do justice to his budgetary 
austerity—or, as the song has it, to his ef- 
forts at saving with an “iron hand”. All to- 
gether, now. @ 





Economics focus 1492 and all that 


Did Europe’s “age of discovery” give birth to an age of globalisation? 


HE word “globalisation” is a new one, 

coined in the age of Davos and the Big 
Mac. But global economic integration is 
an old process—and just how old is the 
stuff of fierce debate. There is plenty of 
evidence that, in several ways, interna- 
tional economic links were closer in the 
19th century than in much of the 2oth. 
Some go farther back, to the trade boom 
that followed the voyages of Christopher 
Columbus and Vasco da Gama at the end 
of the 15th century. But why focus on Eu- 
rope, say others? Dennis Flynn and Ar- 
turo Giraldez, of California’s University 
of the Pacific, reckon that the world econ- 
omy was “born” in the 1570s, by which 
time trade linked Europe, the Americas, 
Asia and Africa. 

Yet a provocative recent paper* argues 
that there is little evidence that world 
markets were truly integrated before 
about 1800. Kevin O’Rourke, of Trinity 
College, Dublin, and Jeffrey Williamson, 
from Harvard University, agree that Euro- 
pean trade with the rest of the world 
boomed after 1500. It rose by about 1.1% a 
year over the next three centuries, proba- 
bly faster than GDP. Evidence, surely, of 
global integration? 

Not enough for economists, say the 
authors. For the test is not the quantity of 
trade, but the price of traded goods. In a 
single market, the price of spices relative 
to, say, the price of grain ought to be the 
same everywhere. If the relative price of 
spices was much higher in the Nether- 
lands than in the East Indies, that would 
create profitable opportunities for pepper 
exports to the Netherlands. As supply in- 
creased, however, the price gap should 
have closed. So if the world economy was 
becoming more integrated in the 16th, 
17th and 18th centuries, relative prices in 
Europe and its new trading partners in 
Asia and the Americas should have 
moved closer together. 

The trouble, say Mr O’Rourke and Mr 
Williamson, is that nothing of the sort 
seems to have happened. For example, 
the mark-up on cloves imported into Am- 
sterdam from South-East Asia fell in the 
first half of the 17th century, and then 
soared: it was far higher throughout the 
18th century than it had been in the 17th. 


* “After Columbus: Explaining the Global Trade Boom, 
1500-1800", by Kevin O'Rourke and Jeffrey Williamson. 
Centre for Economic Policy Research, 2001, 

t “Cycles of Silver: Global Economic Unity through the 
mid-18th Century”, by Dennis Flynn and Arturo Giraldez. 
Forthcoming, the Journal of World History. 





Contrast this with the 19th century—a 
period previously studied by the pair— 
when relative prices did converge. 

Which raises two questions. Why did 
prices not converge? And, if market inte- 
gration did not cause the trade boom, 
then what did? The answer to the first 
question is straightforward: trade was not 
free. There were high import tariffs, and 
trade was dominated by state-sponsored 
monopolies, such as the Dutch and Brit- 
ish East India Companies. So there was 
little chance of the gap between prices in 
Asia or the Americas and Europe being 
narrowed by competition. 

The answer to the second question lies 
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in a combination of rising import de- 
mand from Europe, and rising export sup- 
ply from Asia and the Americas. In some 
periods, demand was the main cause; in 
others, supply. The authors argue that 
European import demand depended on 
the incomes of the richest classes, the 
only people likely to be able to afford 
such luxuries as spices, coffee and foreign 
cloth. Because these people were land- 
owners, their fortunes hung on the price 
of land, which in turn may have been 
linked to population growth. When the 
population increased, this drove up the 
demand for land and therefore rents, 
putting more money in landlords’ purses. 
It explains most of the increase in trade in 
the 17th century—when rising demand 
also pushed up the relative price of im- 
ports—and more than half of the increase 
in the 18th century. 

However, during the 16th century 
European landlords’ incomes fell. The 
chances are that import demand was also 
weak. The relative price of Asian imports 
also fell during the century, while that of 


goods from the Americas rose. So the in- 
crease in trade during that period was 
probably based on an increase in the sup- 
ply of goods from Asia to Europe. 


Autarky and the Manila galleon 
Controversially, Mr O'Rourke and Mr 
Williamson wonder whether Chinese 
trade policy may have been a cause of 
this. From the middle of the 15th century, 
China stopped sending naval and “trea- 
sure” fleets abroad; thereafter its trade 
policy varied, but was officially far less 
open, even autarkic. If China, then a huge 
power accounting for perhaps one-quar- 
ter of world GDP, stepped back from 
trade, could it be that exports from the 
rest of Asia were diverted towards Eu- 
rope? Europe's trade boom would then be 
a product not of global economic integra- 
tion, but of its opposite. 

Students of China are sceptical. 
Maybe, says Kenneth Pomeranz of the 
University of California, Irvine, the pol- 
icy of autarky did have some effect. But 
the Chinese remained the biggest traders 
at important South-East Asian ports. “For 
most of the period,” he says, “there really 
was no Chinese withdrawal from trade.” 

In a new papert, Mr Flynn and Mr Gi- 
raldez chart the enormous flows of Latin 
American silver to China between 1500 
and 1800, for use as currency. In the early 
16th century, the price of silver in terms 
of gold was about twice as high in China 
as in Europe; the price gap lasted from 
1540 until it disappeared under the 
weight of increased silver production, 
mainly from Latin American mines such 
as the great complex at Potosi, by about 
1640. The huge, enduring arbitrage oppor- 
tunity drew in the metal: Spanish galle- 
ons brought more than 50 tons a year 
from Acapulco to Manila, whence Chi- 
nese merchants carried it on. Another big 
price gap opened up in the 18th century. 
Meanwhile, Chinese silk, porcelain and 
tea flowed out of the country. “The idea 
that China was autarkic in this period is a 
ridiculous myth,” says Mr Flynn. 

Still, say Mr O’Rourke and Mr William- 
son, the effect of China’s policy, espe- 
cially on relative commodity prices, is 
worth quantifying. The idea that China 
was trading all the while does not mean 
that the official policy had no effect. And 
if the effect was small, then why did 
Asian export supply expand? China 
aside, there is a lot else for historians to 
argue about. Evidence, anybody? m 
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Private parks are springing up all around the world. If conservationists are to 
achieve their goals, therefore, they must work with the private sector 


N THE days of Captain Cook, Hawaii's 

native goose, the nene (pronounced neh- 
neh), was abundant. By the 1950s it was al- 
most extinct. What nearly cooked this par- 
ticular goose was not, however, the Ha- 
waiian habit of baking it in underground 
ovens for supper, but the loss of its habi- 
tat—most of which has become farmland. 
Today, successful captive breeding pro- 
grammes have produced hundreds of 
nene, but that is only half the battle. If the 
goose is to prosper, it must be returned to 
the wild. That means restoring its habitat. 
And that, in turn, means dealing with the 
private landowners on the island of Molo- 
kai whose property is the most suitable for 
nenes to live on. 

According to researchers at a meeting of 
the Society for Conservation Biology held 
in Hilo, on Hawaii, earlier this month, the 
nene is not alone. Many conservationists 
see government-run national parks as the 
key to the survival of endangered species. 
In America, however, between a third and 
a half of such species are believed to live 
only on privately owned land. And in 


many other countries the role of private re- 
serves is even more crucial. The national 
parks in impoverished tropical countries 
are often poorly protected or even 
poached with the connivance of corrupt 
officials—and some exist only on paper. In 
these places, private parks may actually of- 
fer better protection to wildlife than their 
publicly owned counterparts. Govern- 
ments that care (or wish to be seen to care) 
about wildlife conservation would thus 
do well to encourage the growth of private 
reserves. 


Money isn’t everything 
As Jeffrey Langholz, a researcher in inter- 
national environmental policy at the Mon- 
terey Institute of International Studies, in 
California, told the conference, private re- 
serves already constitute about an eighth 
of the total amount of land on which wild- 
life is protected around the world. And in 
some countries, notably Brazil, Chile, Co- 
lombia, Kenya and South Africa, their area 
is growing fast. 

Unfortunately, while many govern- 
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ments would like to encourage private con- 
servation, they often have little idea how 
to do it. That, in turn, is due to a misunder- 
standing about why people have set up 
such reserves in the first place. For exam- 
ple, Dr Langholz has surveyed the owners 
of many private reserves in Costa Rica, 
where they protect some 640km’ of land. 
He found that government offerings to 
these owners—in the form of tax breaks, 
protection against occupation by squatters 
and access to technical assistance—had lit- 
tle incentive value. 

That was because the majority of own- 
ers are not motivated primarily by money. 
Only 30% of them rely on their reserves for 
a steady stream of income, in the form of 
revenue from “ecotourists”. (This may be 
abnormally low: a wide-ranging survey of 
private reserves in Africa and Latin Amer- 
ica suggests that 59% of those that host eco- 
tourism are profitable.) Most owners say 
they are more concerned about threats to 
biodiversity, and what they see as the fail- 
ure of governments to promote conserva- 
tion. One, who prefers to remain anony- 
mous, used to run one of the largest 
logging operations in the Amazon. Now he 
is dedicated to protecting his private re- 
serve of 10km’ of Costa Rican forest in 
penance for his earlier career. 

Even profitable reserves frequently 
have their revenue devoted to conserva- 
tion, rather than the owner’s bank bal- 
ance. Some idea of the economics in- 
volved can be gathered from the example »» 





> of a Costa Rican reserve that made profits 


of more than $3m in its first six years of op- 
eration. The owners used $1.2m of that to 
pay off the loan for the original land pur- 
chase. But instead of spending the rest on 
champagne and cruises, they invested an- 
other $1.1m in an endowment fund that is 
intended to pay for the reserve’s protection 
in perpetuity. 

Costa Rica is not alone in this potential 
misunderstanding between governments 
and landowners, though the details differ 
from place to place. In the United States, for 


example, landowners’ perceptions are of- 


ten that the government is doing too much 
for conservation, not too little. 

A few years ago a scheme for register- 
ing natural landmarks, including the habi- 
tats of endangered species, in America, 
backfired because it failed to take account 
of the country’s strong tradition of prop- 
erty rights. Even today, after the scheme 
has been made voluntary (it was origi- 
nally compulsory) it is still regarded by 
some landowners as part of a conspiracy 
by the government to acquire control of 
their property. 

A similar problem was encountered 
with the Endangered Species Act. Initially, 
this had the perverse effect of making it 
harder to persuade people to agree to pro- 
mote habitat conservation on their land. 
The fear was that the arrival of a rare spe- 
cies would restrict the use an owner could 
make of that land in the future. An experi- 
mental scheme is now trying to get round 
this, granting exemptions from such re- 
strictions for those who “invite” rare spe- 
cies on to their property. 

Not all American landowners feel the 
same way. In Hawaii, regarded by some as 
the “world capital” of extinction because 
of the number of unique species it has lost 
since it was first settled by people, the larg- 
est private landowner in the state is pre- 
pared to compromise profit for conserva- 
tion. Kamehameha Schools is a trust that 
owns 1,500km’ of land (originally a legacy 
from one of Hawaii's last princesses). The 
trust’s income is used to run schools for 
Hawaiian children. Most of this income, 
though, comes from investments rather 
than land exploitation. As a result, half of 
the trust’s land is kept for conservation 
purposes and generates no revenue at all. 

This apparent contradiction of the 
trust’s official purpose is justified, accord- 
ing to Peter Simmons, its senior land man- 
ager, because, as Hawaiian landowners, 
the trustees “care spiritually, and in some 
cases religiously, about the land”. This, he 
says, is connected to the belief that liveli- 
hood and quality of life are directly related 
to the quality and life of the land. 

Noble sentiments. And ones that seem 
to motivate many custodians of private re- 
serves in other countries, too. Whether 
they will be enough to re-establish the 
nene, remains to be seen. m 


Brittlestar eyes 


Unity in diversity 


What constitutes an “eye” is not as 
obvious as it might seem at first sight 


N GREEK mythology, Argus had 100 

eyes, while the Cyclops had but one. Re- 
ality, though, is sometimes stranger than 
myth. If Joanna Aizenberg, of Lucent Tech- 
nologies’ Bell Laboratories, in New Jersey, 
and her colleagues are correct, there is a 
real creature that combines these legends 
perfectly—and to add to its monstrous 
qualities, has five arms and no head. It is 
Ophiocoma wendtii, a brittlestar. Accord- 
ing to their paper in this week’s Nature, this 
animal has a single eye, but that eye is 
made not of 100, but of thousands of com- 
ponents, and is scattered over the whole of 
the animal's upper surface. 

Gordon Hendler, a biologist who was 
one of Dr Aizenberg’s collaborators, was 
intrigued by differences between the be- 
haviour of O. wendtii and some of its rela- 
tives. O. wendtii is sensitive to light. It can 
detect shadows and escape from predators 
into dark crevices, which it is able to “see” 
from a distance of several centimetres. It 
also changes colour between day and 
night. During the day itis brown. Atnightit 
is striped in black and grey. Its “blind” rela- 
tives show none of these features. 

Brittlestars, which are related to starfish 
and sea urchins, have external skeletons. 
These skeletons are made of crystals of cal- 
cite—the mineral of which chalk is com- 
posed. On O. wendtii, however, some crys- 
tals have a shape that looked to Dr 
Aizenberg and her colleagues distinctly 
like lenses. To find out if they really act as 
lenses, the researchers cleaned and pol- 
ished a piece of skeleton, and laid it on a 
piece of “photoresist”, a light-sensitive ma- 
terial used during the manufacture of com- 


Eye, eye, what's this ‘ere? 


puter chips. They then shone a light 
through the skeleton to see what would 
appear on the photoresist. 

The result was a pattern of spots that 
shows that the lens-like crystals do indeed 
behave as lenses. What is more, by analys- 
ing this pattern the team demonstrated 
that in a living animal the lenses would fo- 
cus light on to bundles of nerves found in 
the skeleton. That would explain a general 
sensitivity to light. But Dr Aizenberg goes 
further, suggesting that the whole system 
of lenses and nerves may act as a single 
“compound” eye, similar in principle to 
that of an insect. 

Compound eyes consist of lots of small 
lenses, whose individual images are “post 
processed” into a single big one by the ner- 
vous system. For that to work, each lens 
must respond to light coming from only 
one direction. Applying optical theory to 
O. wendtii lenses suggests that they would, 
indeed, behave in that way. 

On the other hand, for a compound eye 
to be effective, its elements must point in 
lots of directions, in order to cover a wide 
visual field. Adjacent lenses in O. wendtii 
are generally attached to the same individ- 
ual plate of the external skeleton, so they 
all point in more or less the same direction. 
Such adjacent lenses could not, therefore, 
form an eye. But if all the lenses on all the 
plates were linked in a collaborative net- 
work (which, given the layout of a brittle- 
star's nervous system, is possible), in- 
formation from many directions could be 
added together to give an image of every- 
thing above the animal. In other words, 
the lenses would collectively form a single 
eye. That matches the facts quite nicely. 

Lucent's interest in sea creatures is not 
entirely academic, despite Bell Labs’ hon- 
ourable history of pushing back the fron- 
tiers of human understanding. Micro-op- 
tics is an important field of technology, 
and is crucial to the company’s telecom- 
munications-related product lines. Per- 
haps brittlestars will shed some commer- 
cially useful light on it. = 
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Parkinson's disease 
Movement 
difficulties 


People with Parkinson’s disease often 
suffered from constipation earlier in life 


EELING a little stopped up? Can’t get re- 

lief? Research in Hawaii suggests that 
constipation, especially when it defies lax- 
atives, could be an early symptom of Par- 
kinson’s disease. The more constipated 
you are, the more likely you are to go on to 
develop the neurological problems that 
cause the muscular tremors which charac- 
terise Parkinson’s. 

The research, published recently in 
Neurology by Robert Abbott of the Pacific 
Health Research Institute in Honolulu and 
his colleagues, examined data on 6,790 
Japanese-American men. These men were 
participants in a long-term health study as 
one part of which, from 1971 to 1974, they 
reported the frequency of their bowel 
movements. Over the subsequent 24 
years, 96 of them went on to develop Par- 
kinson’s disease. 

That patients with Parkinson’s often 
suffer constipation is well known—James 
Parkinson himself noted it when he char- 
acterised the syndrome in 1817. But Dr Ab- 
bott wanted to know if the men who even- 
tually got the disease were blocked in the 
bathroom long before other symptoms 
started to show up. 

Intriguingly, they were. The fewer their 
daily bowel movements during the early 
1970s, the greater their risk of developing 
the disease. Those who reported less than 
one movement a day were 2.7 times more 
likely to develop Parkinson’s than those 
who had one a day—and 4.5 times more 
likely to do so than men who boasted 
more than two each day. Also significant is 
the finding that men who used laxatives 
but got little relief from them were the 
most likely of all to develop Parkinson’s. 

All this suggests to Dr Abbott that Par- 
kinson’s may not be simply a disease of 
the brain, as is now believed. It may, 
rather, be something more systemic. The 
pathology of constipation and the pathol- 
ogy of Parkinson's disease are similar, he 
says. In particular, Parkinson’s is associ- 
ated with a lack in the brain of a messen- 
ger molecule called dopamine. Nerve cells 
in the colons of constipated people lack 
dopamine, too. Even more intriguingly, 
nerve cells in the colons of Parkinson's suf- 
ferers who are constipated contain struc- 
tural abnormalities known as Lewy bo- 
dies, which are a hallmark of the affected 
brain tissue in people with Parkinson’s. In 
other words, the first sign of the move- 
ment disorder associated with Parkinson's 
may bein the gut, not the brain. = 


ilies hurricanes 
Storm troopers 


Astep forward in the understanding of 
hurricanes should soon take place 


RAZY as it sounds, the “Hurricane 

Hunters” squadron of America’s Air 
Force Reserve has been flying into storms 
since 1944. No matter how intrepid its pi- 
lots, though, the squadron's aircraft can 
penetrate only the middle slices of the 
storms of interest. Below an altitude of 
1.5km, conditions are too harsh to fly 
safely. Above 10km, the modified cargo 
planes that the Hurricane Hunters use are 
physically incapable of venturing. So, de- 
spite the excitement of the ride, the squad- 
ron has been able to provide only partial 
information to researchers trying to build 
models of how hurricanes behave. 

This year’s forays will be different. The 
squadron will be collaborating with the 
Fourth Convection and Moisture Experi- 
ment (CAMEX-4), organised by NASA, 
America’s National Aeronautics and 
Space Administration, in a rare integration 
of that agency’s responsibilities for flight 
within and beyond the atmosphere. The 
result should be a clearer total picture of 
any hurricanes that threaten the Atlantic 
coast of America this season. 

CAMEx-4 opened for business on Au- 
gust 20th, when the object of its attention 
was a tropical storm, Chantal. Unfortu- 
nately—at least from the experimenters’ 
point of view—Chantal failed to develop 
into a full-fledged hurricane. Nevertheless, 
she gave the team the chance to try out the 
instruments and techniques which, it is 
hoped, will yield an accurate picture of 
what goes on inside a hurricane. 

One of CAMEX-4’s innovations is the 





The big picture 


use of unmanned aircraft. These propeller- 
driven reconnaissance drones are made by 
Aerosonde, an Australian company, and 
are known by the same name. They will, 
for the first time, allow researchers to study 
the lowest layers of a hurricane—between 
200 and 500 metres above the ocean sur- 
face. Aerosondes should be able to fly for 
up to 30 hours in these conditions, gather- 
ing data on temperature, pressure and hu- 
midity, as well as measuring the speed 
and direction of the wind. Most should 
survive the experience. But if conditions 
prove too extreme, and one is lost, no pilot 
goes down with it. 

The experiment will also use three rela- 
tively new satellites. Quikscat, which 
went up in June 1999, carries an instru- 
ment called a radar scatterometer. This 
works by scattering microwave radiation 
from the ocean surface to measure the 
speed and direction of the wind. Terra, 
launched in December 1999, studies light 
reflected from clouds in order to work out 
their heights and directions of motion. Un- 
like earlier satellites of this type, which 
have orbital periods of 24 hours and thus 
hover over one spot on the earth’s surface, 
Terra orbits every 100 minutes. Hovering 
satellites must collaborate to make their 
measurements (by triangulation). Terra 
can take measurements of the same cloud 
from different angles, but in quick enough 
succession to do its own triangulation. 

The third satellite, remm, the Tropical 
Rainfall Measuring Mission, was launched 
in November 1997 and is also the first of its 
kind. It uses the microwaves emitted natu- 
rally by raindrops (their so-called black- 
body radiation, a function of their tem- 
perature) to assess the quantity of water 
falling from a storm’s clouds. Since most 
hurricane-related deaths are caused by in- 
land flooding, the CAMEx team is particu- 
larly interested in investigating the link be- 
tween hurricanes and rainfall. 

The aerosondes and satellites will be 
working alongside a civilian version of a 
U-2 spy plane (used to collect data from an 
altitude of 20km) and a modified pc-8, 
which does the donkey work at 10km. 
These aircraft carry “dropsondes” that fall 
through a storm, gathering data from inter- 
mediate altitudes as they go. The Hurri- 
cane Hunters, meanwhile, will fly at their 
traditional altitude of 1.5-3.5km. 

Hurricanes, when they land, cause bil- 
lions of dollars of damage. Forecasting 
helps reduce that. However, existing mod- 
els may err by as much as 250km in pre- 
dicting landfalls. Integrating the data from 
aircraft, dropsondes and satellites should 
allow better models to be built. That, in 
turn, will allow predictions to be more ac- 
curate, and even, according to Steve Hips- 
kind, CAMEX’s project manager, to be 
made from satellite data alone. When this 
happens, the Hurricane Hunters may fin- 
ally be able to hang up their hats. = 
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Despite 50 years of international agreements to protect them and wider use of 
humanitarian intervention, civilians are still war’s primary victims 


TIS a simple, if lamentable, fact that civil- 

ians die in war. There is no such thing as 
a pure military conflict. Civil wars, which 
account for many of today’s conflicts, in- 
volve particularly high levels of civilian 
deaths. But wars between nations in the 
past century took their own monstrous toll 
of non-combatants—tens of millions in the 
second world war alone. 

In the years following the shock of the 
first world war this slaughter was ex- 
plained, though hardly justified, by the 
concept of total war. Adopting a crude 
Darwinism, soldiers and politicians ar- 
gued that wars were now about national 
survival: whole societies fought wars, and 
whole societies could become targets of 
blockade, or bombing, or racist atrocity. 
The bitter war between Germany and the 
Soviet Union was the apotheosis of this 
new vision. Atrocity against civilians be- 
came routine and, in this case, civilians 
fought back, with no holds barred. 

The horrors of the second world war 
forced the developed world to confront 
these issues. In 1949, a redrafted Geneva 
Convention extended protection to civil- 
ians in war; the United Nations took up the 
cause of human rights; other laws and con- 
ventions make clear that civilians have an 
unquestionable right to be safeguarded in 
conflicts of any kind. Simon Chesterman’s 
collection of conference papers, spon- 


sored by the International Peace Academy, 
shows how little this right has been re- 
spected or enforced. Since 1945, 90% of 
war's casualties have been civilians 
(though the distinction between armed ci- 
vilian and regular soldier is now blurred in 
many contexts). 

Only in the last decade has any serious 
effort been made to intervene in civil wars 
where one side or the other has clear geno- 
cidal ambitions. Even in Bosnia and 
Rwanda thousands died before the inter- 
national community could decide who 
should intervene and when. Is there an an- 
swer? Two papers explore the possibility 
for better protection, but neither says any- 
thing very surprising beyond insisting on 
greater understanding of local conditions 
and the need for speedier and more fo- 
cused intervention. Yet the arguments sur- 
rounding the efforts to establish the Inter- 
national Criminal Court, agreed in Rome 
in 1998, show that politics still rule. Inter- 
vention is a function of the distribution of 
international power and the self-interest 
of the prominent power-holders. Kuwait 
apparently had to be defended; but which 
interventionist lobby would insist on in- 
stalling UN troops in Chechnya, or secure 
an international peacekeeping force in 
Northern Ireland or Israel? 

There is in this situation an enduring 
puzzle. Since 1945 the United States has 
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been essential to almost all big interven- 
tions, particularly where large-scale force 
is required—Korea, Vietnam, the Gulf, the 
Balkans. Yet the United States is com- 
monly distrusted by other states, as its 
humanitarian impulses often appear to 
mask commercial pressure or strategic ne- 
cessity. Above all, America’s own record 
has been held up to increasing scrutiny. 
Saving civilians has often involved mili- 
tary atrocity and civilian deaths. 

Two other books explore this ambigu- 
ity. “Hell in the Pacific” is a spin-off from a 
grim series made for British television. 
Few people need to be reminded of how 
hideous the Pacific war was, but the book 
is unremitting in cataloguing the savagery 
of all sides in the conflict. Let there be no 
doubt that those allied soldiers who shot 
Japanese prisoners, or threw them alive 
from aeroplanes, or laughed as Japanese 
soldiers writhed in the flame-thrower's 
embrace did so in reaction to the bestiality 
of the enemy and the widespread climate 
of racism that reinforced harsh reprisals. 
Japanese soldiers, it is clear from this ac- 
count, brought a great deal of inherited 
cultural baggage with them when they 
treated their prisoners atrociously, though »» 


Civilians in War. Edited by Simon Chester- 
man. Lynne Rienner Publishers; 292 pages; 
$19.95. Eurospan; £16.95 


Hellin the Pacific. By Jonathan Lewis and 
Ben Steele. Channel 4 Books; 286 pages; 
£16.99 


The Bridge at No Gun Ri: A Hidden Night- 
mare from the Korean War. By Charles J. 
Hanley, Sang-Hun Choe and Martha Men- 
doza. Henry Holt; 314 pages; $26 
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> this explains rather than excuses. None- 
theless, the United States air forces in their 
turn burned hundreds of thousands of 
Japanese civilians to death in the fire- 
bombings of 1945, and in a minute extin- 
guished the lives of tens of thousands in 
Hiroshima and Nagasaki. 

In “The Bridge at No Gun Ri” three jour- 
nalists have dug up an atrocity from the 
Korean war in which American soldiers 
were ordered to bomb and shoot hun- 
dreds of defenceless Korean refugees ap- 
proaching American lines. The reconstruc- 
tion is faithfully and meticulously 
undertaken, but is certainly not bed-time 
reading, any more than “Hell in the Pa- 
cific’, whose stomach-turning narrative 
should carry a warning for the faint of 
heart. This particular Korean tragedy was 
avoidable, but the deaths of thousands of 
other Koreans, caught in the cold-war 
crossfire, were not. Even in Kosovo, where 
NATO aircraft forced an end to the “ethnic 
cleansing”, Serb civilians were victims of 
the bombing. Intervention is never fric- 
tionless. Civilians, however neutral, are al- 
ways in the way, and deserve better. As 
one survivor of the massacre of women 
and children at No Gun Ri remarked years 
later: “Some say war is war and it’s dirty. 
But still what's wrong is wrong.” 

Intervention remains necessary where 
a clear humanitarian disaster cannot be 
prevented by local forces. Examination of 
America’s own chequered record should 
not make us abandon that principle. On 
balance, more harm than good is likely to 
come from western intervention. But 
when it happens every effort should be 
made to respect local interests, interna- 
tional law and humanitarian agreements. 
This is not about winning markets or the 
moral high ground. It is about saving genu- 
inely innocent lives on all sides. = 


New fiction 
Signifying nothing 


Fury. By Salman Rushdie. Random House; 
272 pages; $24.95. Jonathan Cape; £16.99 


AVING moved to New York from 

London last year, Salman Rushdie 
has been quick to turn his American ex- 
periences into a novel. “Fury” is set un- 
mistakably in Manhattan during the 
summer of 2000. “Gladiator” is playing 
in cinemas and around America trundle 
“the motorcades of two largely inter- 
changeable and certainly unlovable 
presidential candidates”. 

Malik Solanka, a Bombay-born, Cam- 
bridge-educated millionaire, has come to 
New York to escape a disintegrating mar- 
riage and the bouts of uncontrollable 
fury that have started to afflict him. In a 
country where, as Mr Rushdie puts it, 
“the transformation of the self is a na- 
tional industry”, he hopes to reinvent 
himself as a more peaceable man. Writ- 
ten in a hybrid of sophisticated journal- 
ese and conventional realism, the first 
two-thirds of “Fury” follow Solanka’s 
misadventures in America, and by flash- 
back tell the story of his former life. 

In the concluding part of the novel, 
however, Mr Rushdie shifts without 
warning into the magical realist mode 
with which he is often associated. So- 
lanka falls in love with Neela, a woman 
so improbably beautiful that she causes 
passers-by to crash their vehicles and fall 
down flights of steps. When Neela tra- 
vels to the mythical Lilliput-Blefuscu, an 





“Apocalypse Now Redux” 


Francis Ford Coppola’s 1979 Vietnam-war film, “Apocalypse Now”, has been re-released 
with a latinism added to the title and 49 minutes to its length. This unwieldy but 
powerful epic about the horror of war finally looks set to survive its critics 





archipelago of islands in the Indian 
Ocean where a coup has occurred, So- 
lanka follows her and finds himself 
caught up in dangerous events that are 
bizarrely of his own making. 

“Fury” pursues a theme which will 
be familiar to readers of “The Satanic 
Verses” and “Shame”—the increasing 
confusion between image and reality in 
the late-capitalist world. Unfortunately, 
in “Fury” this theme seems to have con- 
fused Mr Rushdie himself: the plot lines 
barely link up with each other and the 
dogleg into magical realism is perplexing 
and ineffective. 

If “Fury” is Mr Rushdie’s bid to write 
a Great American Novel, he has been 
brought low in the attempt. Although 
“Fury” starts well, combining acuity of 
description with thumping readability, 
it soon loses its way. Mr Rushdie is usu- 
ally too effervescent a writer to be 
pompous, but here he is drawn into 
making overwrought and grandiose pro- 
nouncements on the state of America. 
His narrative voice slides frequently into 
portentousness. “Fury—sexual, Oedipal, 
political, magical, brutal—drives us to 
our finest heights and coarsest depths. 
Out of furia comes creation, inspiration, 
originality, passion, but also violence, 
pain, pure unafraid destruction.” So Mr 
Rushdie tells us, but he does not prove 
his flurry of words. Less furious than 
spurious, this will not be counted one of 
his best books. 


Contemporary Turkey 


In need of air 


Crescent and Star: Turkey Between Two 
Worlds. By Stephen Kinzer. Farrar, Straus 
and Giroux; 252 pages; $25 


Fo Western Europe, Turkey is an often 
irritating neighbour; one who has too 
many smelly barbecues, who prays too 
noisily and too early, and who teaches its 
children too much submissive obedience. 
As with many irritations, this one is min- 
gled with a dash of fear. “The Turks”, said 
Martin Luther in the 1520s, “are the people 
of the wrath of God”, and traces of the slur 
still stick. 

The trouble with neighbours is that 


they are there. Not that the West particu- » 


* 


Loosening up, commence! 


> larly wishes to lose this one, which pro- 
vides a buffer against more troublesome 
nations beyond, in the rather arbitrary di- 
vision of the world’s greatest landmass 
that Europeans have decreed should be 
called Asia. The more neighbourly op- 
tion—learning to live together—begins 
with understanding, and this critical but 
affectionate portrait of Turkey’s recent his- 
tory throws considerable light on the com- 
plex ways of this strategically important 
ally of the West. 

Stephen Kinzer is good at illuminating 
the dark underbelly of the Turkish state, 
Starting with the Armenian massacres of 
1915 and moving on to the Kurdish civil 
war of the past decade, the endemic bru- 
tality of the police force, and the anti-Is- 
lamic prejudices of its military and Kemal- 
ist establishment. The average Turk knows 
even less about his country’s past treat- 
ment of the Armenians, for example, than 
the average Englishman knows about his 
country’s past deeds in Ireland. Mr Kinzer 
correctly argues that Turkey needs to con- 
frontits own history, warts and all, if itis to 
Stand up to what can sometimes come 
across as the self-righteousness of its allies 
and neighbours. 

Mr Kinzer was the New York Times’s 
correspondent in Turkey for four years, be- 


= tween 1996 and 2000, and like many peo- 


ple thrown into fascinating and fast- 
changing situations for short periods of 
time, he has succumbed to the temptation 
to believe that what happened during his 
watch marked a turning point. He makes 
much of the friendship fostered between 
Greeks and Turks by the earthquakes 
around Izmit and Athens in 1999, when 
Suspicious neighbours on opposite sides 





of the Aegean sent rescue teams to each 
other’s disasters. The only unusual thing 
about these acts of kindness is that it 
suited the purposes of George Papandreou 
and Ismail Cem, the enlightened foreign 
ministers of Greece and Turkey at the time, 
to make much of them. Their predecessors 
were sabre-rattling megalomaniacs; their 
successors may well be too. Meanwhile, 
on an individual level, Greeks and Turks 
will continue to be perplexingly close. 

Mr Kinzer also makes much of the cap- 
ture in the same year of Abdullah Ocalan, 
the notorious leader of the PKK, the Kurd- 
ish guerrilla movement, a man for whom 
he has few kind words, despite his general 
sympathy for the Kurdish cause. Of the 
video of Mr Ocalan’s dramatic arrest in 
Nairobi, he writes, “a man who could or- 
der executions between dinner courses 
without the slightest disturbance to his di- 
gestion, blubbered like a child.” 

At his trial Mr Ocalan produced the 
most extraordinary volte face of recent 
times. “I want to dedicate my life to bring- 
ing Kurds and Turks together,” he an- 
nounced. And Mr Kinzer sees this as the 
turning point in the long and bloody strug- 
gle between the two groups. But the strug- 
gle was merely one symptom of a far 
deeper malady in modern Turkey that it 
will take more than Mr Ocalan’s conver- 
sion to cure. This malady is the inability to 
accommodate dissent. So tightly did Ke- 
mal Ataturk (described by Mr Kinzer as 
“the greatest proto-European in Turkish 
history”) seal his new republic that it has 
been in danger of suffocation almost ever 
since. The Turkish republic today needs to 
realise that it is a rare breath of fresh air 
that carries a deadly virus. m 
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Russian history and culture 


Defining a nation 


Kormya Dvuglavogo Orla (Feeding the Two- 
Headed Eagle). By Andrei Zorin. Novoe Liter- 
aturnoe Obozrenie; 415 pages; 120 roubles 


HE sudden crash of Soviet ideology, 

the search for a national idea under Bo- 
ris Yeltsin and the restoration by Vladimir 
Putin of abandoned symbols of Russian 
nationhood—all of it in ten crowded 
years—are rich soil for historical reflection. 
In this fascinating book, Andrei Zorin, a 
prominent historian of Russian culture, 
goes back to the writings of the late 18th 
and early 19th century to find sources of 
the patriotic ideals and cultural myths 
which animated—and continue to ani- 
mate—the ideology of the Russian state. 

The detail and subtlety of Mr Zorin’s 
new book may be glimpsed from one or 
two of the topics it touches. Russia's Greek- 
ness is one theme. Mr Zorin opens with the 
Greek project of Catherine the Great (1729- 
96), an attempt to define a cultural role for 
Russia in Europe as heir to Athenian civi- 
lisation by way of the Byzantine state—the 
vector for Christianity in medieval Russia. 
The later empire never absorbed Greece it- 
self, but it swept up the Crimea, a Byzan- 
tine outpost scattered with antiquities, 
and the attendant myth of Crimea as Rus- 
sia’s very own Arcadia survived into the 
Soviet period. The cession of Crimea to 
Ukraine in 1991 is lamented in Russia more 
than the loss of any other territory. 

Another of Mr Zorin’s themes is the en- 
emy within, illuminated by the story of 
Mikhail Speransky. Under Catherine, 
Western Europe ceased to be a model to 
Russia, as it had been for Peter the Great, 
and became instead a source of evil, brim- 
ming with unchristian freemasons and 
hostile plots. The son of a village priest, 
Speransky was a statesman and reformer, 
who fell foul of aristocratic enemies. In 
1812, the year of Napoleon's invasion, he 
was denounced as a French spy, a traitor 
corrupted by Jews, and sent into exile. 

Mr Zorin is too much of a historian to 
draw explicit parallels between the past 
and now. Yet it is hard not to read him 
without them springing to mind. Speran- 
sky's sorry tale was repeated many times— 
and with far crueller means—in the Soviet 
period. It has obvious echoes now: Ana- 
toly Chubais, for example, Yeltsin’s right- 
hand man, was demonised by some of his 
compatriots for selling out to western cap- 
italism. “Feeding the Two-Headed Eagle” 
deserves to be translated into English. 
Though scholarly, it speaks to today, writ- 
ten as it is by someone who has experi- 
enced doctrinal change at first hand. m 





Where dogs come from 
Barking up the 
evolutionary tree 


Dogs: A Startling New Understanding of 
Canine Origin, Behaviour and Evolution. By 
Raymond and Lorna Coppinger. Scribner; 352 
pages; $26 


EXT time you see a stray dog nosing 

around in a pile of rubbish, save your 
pity. According to Raymond and Lorna 
Coppinger, the grubby mongrel is doing 
what evolution designed it for. 

The main theme of “Dogs” is that the 
species was not, as widely thought, do- 
mesticated by man, but domesticated it- 
self. Dogs have evolved, according to the 
Coppingers, from a wolf-like ancestor by 
adapting to a new ecological niche: rub- 
bish dumps of human villages, which pro- 
vided food that did not have to be chased 
after. The shared characteristics of village 
dogs the world over—small brains and 
teeth compared with wolves of the same 
size, an adult weight of 10-15kg, two litters 
a year instead of a wolf’s one—are fine- 
tuned to this environment by natural se- 
lection. And so-called mongrels are the 
very best form of an animal that is, in 
many ways, more distinct from wolves 
than wolves are from their wild relatives, 
coyotes and jackals. 

This contrasts with the conventional 
view that dogs are descended from wolves 
that were tamed and used as hunting com- 
panions by people. Indeed, the Coppin- 
gers, who have studied dogs for three de- 
cades, believe that working dogs, such as 
hunting hounds, sheepdogs (particularly 
those that guard sheep rather than herding 
them) and even sled dogs have evolved 
from ancestral village dogs by a process 
that owes more to Darwin than to selective 
breeding of the sort that has created mod- 
ern, registered breeds. 

Cruft’s aspirants will be depressed to 
learn that the Coppingers frown on selec- 
tive breeding. Closed stud-books result in 
the exposure of harmful recessive genes. 
And that is before the selection of exagger- 
ated—and to the animal, damaging—traits 
that are thought of as breed-specific. The 
authors are also critical of dog-training 
programmes~—including those for guide- 
dogs for the blind and deaf—that ignore 
the right learning-stages in young pups. 

This all may sound over-doctrinal. But 
“Dogs” avoids a nature-nurture conflict. 
The postulation of genetically determined 
key periods for learning suggests how ge- 
netic and environmental factors may work 
together to create patterns of behaviour. 
“Dogs” will be interesting to anyone who 
has ever wondered about the origin of 
their favourite mutt’s species. W 
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Theatre history 


Live theatre looks flat and static on the 
small screen. But all who loves the stage 
will want to see “Changing Stages”, a 
six-part television documentary on 
20th-century English-speaking theatre by 
Sir Richard Eyre, ex-director of Britain's 
National Theatre (right). Shown last year 
in Britain, it airs (two parts an evening) 
on America’s public-television network on 
August 26th and the two following 
Sundays. Covering America, Britain and 
Ireland, it starts with modern treatments 
of Shakespeare, and ends with Broadway 
and today’s avant-garde. “Changing 
Stages”, a book co-written with Nicholas 
Wright, accompanies the series (Knopf; 
$40. Bloomsbury; £30) 


Contemporary theatre 


Light and shadows 


~ The Economist August 25th 2001 





All the world’s a stage in Julie Taymor’s global theatre 


WO remarkable current productions 

in London, “The King Stag” and “The 
Lion King”, raise fascinating questions 
about the globalisation of theatre and the 
cross-connections between mass enter- 
tainment and the mainstream stage. The 
two plays are necessary viewing for any- 
one interested in the future of theatre. 

The link between them is Julie Taymor, 
the brilliant Massachusetts-born director 
and stage designer who makes such extra- 
ordinary use of masks, puppetry and 
movement, much of it inspired by a post- 
graduate sojourn in Asia. A student of the 
great Paris mime, Jacques Le Coq, she 
made an award-winning career in Amer- 
ica before her stellar success three years 





Julie Taymor pulls in all ages 


ago with a production on a cleaned-up 
Broadway of “The Lion King”, adapted 
from the original Disney cartoon film. 

In London, Ms Taymor has again di- 
rected “The Lion King”, and designed and 
choreographed “The King Stag”, a fairy tale 
about a king seeking a wife, by Carlo Gozzi 
(1720-1806), a Venetian playwright hostile 
to realism who incorporated elements of 
commedia dell’arte. For all their differences, 
Ms Taymor’s ingenuity is evident in both 
pieces. The one is a global mega-hit engi- 
neered by a world media giant with the ca- 
pacity to mount simultaneous produc- 
tions in America, Asia and Europe. The 
other is a revival of the American Reper- 
tory Theatre’s 1984 production, again di- 
rected by Andrei Serban. Taken together, 
the two illustrate Ms Taymor’s flexibility in 
satisfying Disney values while continuing 
to mount adventurous theatre. 

The minimalist staging of “The King 
Stag” allows you to focus on the luminous 
beauty of Ms Taymor’s fragile mario- 
nettes. As in “The Lion King”, seeing the 
puppeteers at work is a delight for children 
and adults, generating spontaneous oohs 
and aahs. Yet the Gozzi play avoids a weak- 
ness in “The Lion King”, which is so packed 
with things to see that spectacle threatens 
to drown expressive detail. 

Theatrical arts are deployed differently 
in the two productions. In “The King Stag” 


the artifice of distorted face masks and » 


“The King Stag”, Barbican Centre, London EC2, August 
15th-September 2nd 2001; “The Lion King”, Lyceum 
Theatre, London WC2. 
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> comic hand gestures lands depth to the. 
con femininities of Clarice and An- 
gela, played by Kristine Goto and Sarah 
Howe. Brechtian banners illustrate each 


scene, all the while punctuated by percus- 


sion and a discrete musical score. Other 
elements, including Bunraku puppetry 
and suitably garish costumes, are incorpo- 
rated in the overall theatrical artificiality 
with grace and wit. 

e Lion King” has an equally impres- 
sive range of theatrical elements. But they 
tend to merge into a latter-day version of a 
Wagnerian total art work. Shadow pup- 
pets, for example, which are used with 
evanescent charm in “The King Stag”, are 
never quite allowed to take centre stage in 
“The Lion King”. And if Wagner’s music 
has a relentless grandeur, Elton John’s 


score riot “The Lion King” is relentlessly an- 
odyne, and relieved only rarely by allu- 
sions to African vocal music. 

A minor technical hitch in the “Lion 
King” performance seen by this reviewer 
generated a kind of sympathetic warmth 
among the audience otherwise precluded 
by the impressive production machine. 
There is, too, a shallowness in the homoge- 
nisation of African cultures and some- 
thing ultimately wearing in the allegorical 
use of animals. On stage, Ms Taymor has 
brought depth and ane to Disney's over- 
lit and sanitised cartoon-world. But her 
justly admired spectacle cannot entirely 
disguise a hollow centre. By contrast, the 
old-man puppet in “The King Stag” reveals 
human warmth, frailty and honesty at the 
centre of theatrical artifice. 


This production of Gozzi’s play owes 
much to the public-service culture of uni- 
versity drama departments. The American 
Repertory Theatre is a non-profit company 
based in Cambridge, Massachusetts, and 
associated with Harvard University. Yet, 
as if to illustrate the complexity of the link- _ 
ages between arts and morals, it has also — 
received backing from AT&T and from a 
project called CrossCurrents that is spon- 
sored by Philip Morris, a tobacco giant. 

In many ways, “The King Stag” is the _ 
more historically alert and theatrically so- 
phisticated production. Yet it has un- — 
deniable aesthetic similarities to “The Lion 
King”. One thing both productions do su- _ 
perlatively well is to offer simultaneous — 
fun for kids and beguiling pleasures for 
grown-ups. W 





Donald Woods 





Donald Woods, who cried for freedom, died on August 19th, aged 67 


E WAS a white South African who be- 

came famous by speaking for a black 
South African, Steve Biko, who believed 
that a white should never speak for South 
Africa’s blacks. The relationship between 
Donald Woods and Steve Biko provided 
one of the many paradoxes that apartheid 
threw up. 

Mr Biko was a leader of a movement 
called “black consciousness”. He argued 
that South Africa’s blacks could free them- 
selves only by their own efforts, primarily 
by believing in their own power. They 
should, he said, shun white liberals who 
claimed to speak for them because they, 
too, diminished the ability of black people 
to stand on their own feet. 

Donald Woods was editor for 12 years 
of the Daily Dispatch, a newspaper based 
in East London, in Eastern Cape province. 
He met Mr Biko first in 1973. Both men 
were well-read, articulate and had a sense 
of humour. Crucially, they were, despite 
their deep political differences, without 
fear of each other. Mr Woods was to write 
in his biography “Biko” that “in ajournalis- 
tic career in which I met and interviewed 
some of the great figures in British, Cana- 
dian, American and German politics, this 
man Biko might conceivably be the most 
impressive of them all.” 

Mr Woods was already challenging the 


Vorster government in the courts. He was 
involved in 37 lawsuits with the regime in 
his years as editor and won every case. He 
was once sentenced to six months in jail 
but won on appeal. He was awarded dam- 
ages for libel from several ministers and re- 
marked that the proceeds had paid for a 
swimming pool and a piano. 

Steve Biko was tortured to death by 
South African police in 1977. Mr Woods de- 
manded a public inquest. Eventually he 
got one and the lies of the police and indif- 
ference of the politicians were exposed. 
But the regime sought to silence him. He 
was confined to his house and told he 
could meet no more than one person at a 
time, including members of his family. His 
words could not be quoted or published. 


The tool of law 

Donald Woods had grown up close to 
black people. His father was a trader who 
dealt with blacks, and Donald spoke the 
local language, Xhosa, fluently. Still, as a 
young man, he recalled later, he had no 
problem with seeing “blacks as inferior” 
and “easily accepted the general white atti- 
tude that colour and race were the de- 
terminants of the chasms in culture.” He 
studied law at Cape Town university, a 
training that was to help him in his court 
battles with the government. He stood for 
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parliament for the liberal Federal Party. 
When he lost he turned to journalism, 
joining the Daily Dispatch, later gaining ex- 
perience in Europe, then returning to the 
Dispatch where he was eventually made 
editor. The banning order made it impossi- 
ble to run his newspaper properly. His 
family came under threat. One of his chil- 
dren was hurt when she tried to put ona T- 
shirt that had been sent to his home 
doused in acid. He decided to get out. Dis- 
guised as a priest, he escaped to Britain 
where he was joined by his wife Wendy 
and their five children. 

He had a wonderful tale to tell and the 
newspapers were full of it. Richard Atten- 
borough made a film about him called 
“Cry Freedom”. Mr Woods flew around 
the world lecturing and writing. He be- 
came the first private citizen to address the 
United Nations Security Council and he 
briefed the then United States president, 
Jimmy Carter, on what he should do about 
South Africa. 

The impact was immense, partly be- 
cause Mr Woods was an affable, ordinary 
sort of man who was happy to talk about 
cricket and chess as much as racism. De- 
spite the impact that Mr Biko had made on 
his life he still sounded like a white liberal. 
Indeed, Oliver Tambo, then president of 
the African National Congress (ANC), 
urged him not to join the movement but to 
remain a detached commentator. Mr 
Woods could explain to the outside world 
what it was like to be on the receiving end 
of apartheid. He and the film “Cry Free- 
dom” helped to change the western view 
of apartheid. Mr Woods said it was evil 
and he was believed. As well as “Biko” he 
wrote “Asking For Trouble”, an autobiog- 
raphy, and most recently “Rainbow Na- 
tion Revisited”, about South Africa’s first 
ten years of democracy. 

During Mr Woods's years in exile, some 
of Steve Biko’s colleagues had been furi- 
ous that he appeared to be cashing in on 
the relationship. They resented the way he 
had been lionised outside South Africa, 
while many blacks who had suffered far 
more had been ignored. Black South Afri- 
cans did not find it easy to get political asy- 
lum in Britain or visas to visit other coun- 
tries. Mr Woods was sympathetic to such 
feelings and did not react bitterly. He 
helped to set up a trust to help black South 
Africans get university places in the Un- 
ited States and Britain. 

He returned to South Africa in 1990, did 
much to help improve standards of jour- 
nalism there, and spoke out for liberal val- 
ues. He attacked attempts by the ANC gov- 
ernment to muzzle the press, though not as 
fiercely as he had attacked the apartheid 
regime. He kept his main home in Britain 
where just recently he had been cam- 
paigning to have a statue of Nelson Man- 
dela erected in Trafalgar Square. m 


Courses 


Part-time 
Masters in Finance 





The Masters in Finance (part-time evenings) is taught by the 
School's world-renowned faculty and is widely regarded as the 
pre-eminent qualification for finance professionals. 


In addition to providing a thorough grounding in finance, the 
programme offers an opportunity to concentrate on areas of 
special interest through a wide choice of elective courses. 


The course is practical, rigorous and can be completed in 21 
months of evening attendance. It is designed for people already 
pursuing successful careers in finance. 


lo find out more about the course beginning this October, come 
to the Masters in Finance information session at the School or 


contact our Information Officer for a brochure. 






MASTERS IN FINANCE INFORMATION SESSION 
at the School on Tuesday 11 September at 6.15pm 





The Masters in Finance can also be completed in ten months of 
full-time study at the School. We will be holding information 
sessions about all London Business School's masters courses at 


the following venues:- 


Toronto Mexico City 

Monday 5 November, 6.30 pm Thursday 8 November, 7.30 pm 
Sheraton Centre J W Marriott, Andrés Bello #29 
123 Queen Street West Polanco 11560 


New York Paris 

Tuesday 6 November, 6.30 pm Tuesday 20 November, 6.30 pm 
Drake Swissotel Hotel Inter-Continental 

440 Park Avenue 3, Rue de Castiglione 


Please consult our website, www.london.edu for a full list of UK 
and International information sessions for the forthcoming year 


Finance Evening 
Programmes 


London Business School's challenging evening programmes will 
provide you with a thorough understanding of macro-economics, 
corporate finance and investment management. 








EVENING PROGRAMME 
provides the frameworks and knowledge 


needed to fully understand the international macro-economy, 
current policy debates and the long run forces that will produce 
dramatic changes in the economy. 


CORPORATE FINANCE The Corporate Finance Evening Programme 
Í EVENING PROGRAMME A f 
a has a strong emphasis on decision making 


and provides comprehensive coverage of financial accounting and 
analysis, corporate finance, valuation, financing and capital 
markets, including the latest developments. 


Mean 


The Investment Management Evening 
| EVENING PROGRAMME | 
ee Programme is a three-lerm programme 
covering equity portfolio management, bonds and fixed income, and 
derivatives and derivative-based investment. Each term can be 
taken separately. 


| 
| 








The evening programmes attract experienced managers and 
finance professionals from a wide range of sectors. For a 
brochure, contact our Information Officer, 


Sussex Place 

Regent's Park 

London NW1 4SA 

Tel: +44 (0) 20 7706 6840 
Fax: +44 (0) 20 7723 1788 


London 


Business 
e-mail: mifinfo@london.edu school 
www.london.edu L— 


Return to: The Finance Programmes Information Office, London Business School, Sussex Place, Regent's Park, London NW1 4SA 
Please tick which you require information on: Masters in Finance __ part-time (evening) __ full-time 
‘Economics Evening Programme | Corporate Finance Evening Programme |_ Investment Management Evening Programme 


Mr/Ms First Name N 
Job Title tia 
Address: Work _| Home |_| _ 


Postcode =. Country 
Tel =f 


Fax 


Family Name 


Company d 


LTR EC24/08/01 


London Business School exists to advance learning and research in business and management 
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> Courses 


Think abut it 


As work becomes more complex and jobs become more specialised, more and more 
people are choosing to improve their prospects with a postgraduate qualification. 


City has a long history of educating postgraduate students. With more than 70 specialist 
courses, we offer a wide-range of opportunities for career and professional development. 


Postgraduate students make up nearly half the student body, so you will be studying 
in a supportive environment with like-minded people. 


You will also be studying in a truly international environment. Courses are global in 
outlook. The student body is international: 27 per cent come from outside the UK, 
from 122 different countries. And the University is based in the centre of London - 
a world-class city. 


Whether you want to move on in your career, want to change direction, or are looking 
for the edge when starting out, City can help you develop your potential. 


Postgraduate courses in: 


* Arts policy . Journalism and publishing 

¢ Business, finance and management . Law 

* Engineering ¢ Mathematics, actuarial science and statistics 
* Health sciences e Music 

* IT and computing ¢ Social and human sciences 


+44 (0)20 7040 8026 


www.city.ac.uk 


Still some vacancies for courses starting this autumn 


N Fae 


The University for business and the professions 
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Courses 


You can earn a Top 5 
US MBA in Europe - 
and carry on working 


Join us in the 
following cities for 
information on 
Duke’s MBA 
programs. We 
will be available to answer 
questions at the fair and 
throughout the day. If 
you are unable to attend 
these events, contact us 
+ to arrange a personal 
Lae meeting. 


l Western Europe 
Manchester: Tuesday, October 2 
London: Thursday, October 4 
Paris: Saturday, October 6 
Milan: Tuesday, October 9 
Madrid: Thursday, October 11 
Frankfurt: Saturday, October 13 


Central Europe 

Berlin: Tuesday, October 16 
Warsaw: Thursday, October 18 
Moscow: Saturday, October 20 

St Petersburg: Tuesday, October 23 
Prague: Thursday, October 25 
Istanbul: Saturday, October 27 


For details on these MBA fairs, visit 
www.topmba.com. For a full list of events 
at which Duke will be present, visit our 
website at www.fuqua-europe.duke.edu 


DUN: 


Telephone Europe 
+49 69 9726990 
Telephone US 

+1 919 660 7863 


THE FUQUA 
SCHOOL 
OF BUSINESS 


E-mail 
europe@fuqua.duke.edu 


[We Educate LWE Thoughtful Business Leaders 
W 


orldwide 


www.fuqua-europe.duke.edu 
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DURHAM 


The University of Durham MBA comes in three AMBA accredited 
study options — Full-time, Part-time or Distance Learning. 
Find us @ www.dur.ac.uk/udbs or call +44 191 487 1422. 


University of Durham 
BUSINESS SCHOOL 


Investing in excellence in teaching and research 


br New School University 


Robert |. Milano Graduate School 
of Management and Urban Policy 


is proud to announce the appointment of 


Alice M. Rivlin 


* Vice Chair, Federal Reserve Board, 1996-1999 

* Director, White House Office of Management and Budget, 1994-96 
* Senior Fellow, Economic Studies, Brookings Institute, 1983-93 

* Founding Director, Congressional Budget Office, 1975-1983 

* Author or co-author of 16 books and numerous articles and papers 


as 
Henry J. Cohen Professor of 
Urban Policy and Management * 


Milano Graduate School at New School University is committed to 

a curriculum that moves beyond academic traditionalism to encourage 
creative thinking for progressive social, economic, and political change. 
Milano students pursue master of science degrees in fields of critical 
importance to urban areas. 


“The Henry |. Cohen Professorship has been made possible by a generous contribution 
from the Uris Brothers Foundation, 


72 Fifth Avenue, New York, N.Y. 10011 


www. newschool edu milano/ 





FAIRFAX UNIVERSITY 


Home Study Degree Program 


Established in 1986, Fairfax University 
in the USA offers mid-career/senior 
professionals accelerated, fast track, 
distance-learning,home-study 
programmes at the Bachelor's, 
Master's and Doctoral degree levels in 


many subject areas. International 
faculty. Credit for prior learning/ 
experience/published works. Assess- 


ment based on projects/ 
assignments. No residency 
requirements. Year-round admissions. 


For details: Email: info@tairfaxu.edu 
Tel: 225.295.5655 
Fax:225.298.1219 

Web site: www.fairfaxu.edu 





Travel 
4*LONDON'® 


BB Quality serviced apartments offering best value Ij 
for money. Our apartments offer great savings 
compared to hoteis. Fully serviced, private I 
bathroom, kitchen, TV, telephone, central 

J heating, elevator 


we Centrally located in Kensington area E 
E Tourist Board Approved WE 


a Ashburn Garden Apartments 
iii 3 Ashburn Gardens 
South Kensington, London SW7 4DG, UK 


www.ashburngardens.co.uk 
w info@ashburngardens.co.uk 


a Tel: ++44 207 370 2663 
Fax: ++44 207 370 6743 


BEB BeBeeet 


+ Appointments 


CAMBRIDGE 


REGIONAL ECONOMIST/STATISTCIAN 
GOVERNMENT OFFICE FOR THE EAST OF ENGLAND 


| £32,943-£45,362 (pay award pending) The starting salary will depend on skills and experience but 
we would expect to apppoint above the bottom of the scale. 


This post provides a major opportunity to play a lead role in developing GO East's analytical 
capability, providing an input to policy development work and liaising across regional organisations 
to maximise the benefits of data and information sharing. You will need to have a sound grounding 
in cconomics and/or statistics, (with a minimum of 4 years experience in a relevant work area) 
including a degree level qualification in economics or a related discipline, 


Main work areas include 

* Provide analytical and advisory service to support a range of corporate and strategic functions; 

¢ Develop knowledge management services and take the lead responsibility for the Geographical 
Information Service; 

* Work with regional partners, including the Regional Observatory and Public Health Observatory. 


You will be expected to provide regular briefing, data and analysis on key aspects of the region's 
performance, including inputs for Ministerial visits to the region and have experience of applying 
economic principles to important policy or operational issues. Fundamental skills include 
understanding the work context, analytical, judgement and decision making, teamwork, 
communication and interpersonal, organisational and management of time. 


For an application form call 01223 346764 or email vacancies.go-east @ go-regions.gov.uk Further 
information about GO-East can be found on our website www.go-east.gov.uk 


Please return completed forms to Claire Tilley at GO-East Personnel, Westbrook, Milton Road, 
Cambridge, CB4 1YG by Wednesday Sth September 2001 Interviews are provisionally scheduled for 
4th October 2001. Candidates will be required to give a short presentation. 

GO- East is | both a an n equal opportunity employer a and IIP accredited. 


rA 
Mer 


UNITED NATIONS \# 
eet 


DN TIONS UNIES 
L 


A CHALLENGING INTERNATIONAL CAREER AT THE UNITED NATIONS 


The United Nations Secretariat is seeking highly qualified individuals for employment as 
junior professional officers (P-2 level). For this purpose, a competitive 
examination will be held between 4 and 8 February 2002 for the following nationals: 


COUNTRIES OCCUPATIONAL FIELDS 


Angola Indonesia Qatar | Architecture 
Australia ae. —— of Korea ee 
Bahrain a amoa nance 
Botswana Maldives Sao Tome & Principe | Information Technology 
Brazil ore Islands Taiata a ó 
oldov an c Information 
se Darussalam Monaco Tonga Statistics 
Germany ee Tuvalu 
orway U.S.A, 
Greece Palau Uzbekistan 
Guinea-Bissau Portugal Vanuatu 





Economics 

Finance 

information Technology 

Public Information 
Statistics 


In order to quality for the examination, one must meet ALL of the following requirements: 

1, Be a national of one of the countries listed above. 

2. Be no more than 32 years old as of 31 December 2002 (should be born on 1 January 
1970 or after). 

3. Have at least a first-level university degree relevant to the occupational field mentioned 
above that one would like to take the examination in. 


4. Be fluent in either English or French, the two working languages of the Secretariat. Knowledge 
of additionat official languages of the U.N. (Arabic, Chinese, Russian, Spanish) is an advantage. 
Due to the current needs of the United Nations, applications for Library must either be (1) fluent 
in Arabic and, additionally, in either English or French or (2) fluent in French, 


All those who believe in the purposes and ideals of the United Nations and who wish to 
participate in the competitive examination are encouraged to apply. 

To receive full consideration, applications must be received by 21 September 2001 by the 
Examinations and Tests Section at the United Nations in New York (acceptable by e-mail, fax or mail). 
Detailed information and application forms may be obtained from the Internet 
(www.un.org/Depts/OHRM/examin/exam.htm) or from below: 

2002 NCRE, Room $-2575E, Examinations and Tests Section 
Office of Human Resources Management, United Nations, New York, NY 10017, U.S.A. 
Fax: (+1) (212) 963-3683, E-mail: OXRM_NCE2002@un.org 


Application forms may also be obtained from some UN regional offices. 


China 











Courses 


Recognized as one of tthe world’s most flexible 
Distance Learning MBA/Master’s or DBA/Ph.D. 


members wanted 
7622, ec@rushmore. edu, www, distancemba. com 





The University of Nottingham 


NOTTINGHAM UNIVERSITY BUSINESS SCHOOL (NUBS) 


NUBS is one of Europe's fastest rising research-led business schools 
and was recently ranked no. 2 (UK) and no. 3 (Europe) for research 
in the Financial Times World Rankings (22 January 2001). With nine 
research institutes/centres, a campus in Malaysia and developing 
links with world ranked business schools through the global research- 
led university consortium Universitas 21, NUBS wishes to further 
strengthen its international team. We are therefore seeking 
outstanding individuals to fill the following senior posts. 


CHRISTEL DEHAAN TOURISM & TRAVEL RESEARCH INSTITUTE (TTRI) 


Chair & Director 


TTRI has already initiated significant policy-oriented, evidence-based 
international research and is now expanding in terms of graduate 
level teaching as well as research. We are now seeking to appoint, 
as the first full-time director, an outstanding individual with the 
leadership skills to further develop TTRI as an international centre of 
excellence. Given existing strengths in economics we are keen to 
encourage candidates from other core business school disciplines, 
although excellent candidates in economics should also apply. The 
successful candidate will be expected to demonstrate a track record 
of excellence in research/research leadership and curriculum 
development and will be expected to have or be able to develop close 
links with business and industry in the UK and internationally. 
Please quote ref. MCM/166. 


INTERNATIONAL CENTRE FOR CORPORATE 
SOCIAL RESPONSIBILITY (ICCSR) 


Chair & Director 


NUBS is now developing a new centre in the increasingly important 
area of Corporate Social Responsibility (CSR). We are seeking an 
outstanding individual to lead and develop this centre in terms of 
leading-edge pure and applied research and research-led teaching. 
This centre will build on existing CSR-related research expertise and 
teaching programmes within NUBS. The successful candidate will 
have an excellent research record and be able to demonstrate a 
successful track record in research leadership and curriculum 
development in a multidisciplinary environment. Evidence of the 
ability to attract significant academic and/or commercial funding 
including sponsorship will be particularly welcome. 

Please quote ref. MCM/167. 


Informal enquiries may be addressed to Professor | Gow or Professor 
A Bruce, tel: 0115 951 5505 or Email: lan.Gow@Nottingham.ac.uk. 


Salary will be within the professorial range, minimum £41,089 pa. 


Further details and application forms are available on the WWW at: 
http://www.nottingham.ac.uk/personnel/ or from the Personne! 
Office, Highfield House, The University of Nottingham, University Park, 
Nottingham NG7 2RD. Tel: 0115 951 3262. Fax: 0115 951 5205. 
Email: Personnel.Applications@Nottingham.ac.uk. 

Please quote relevant reference number. 

Closing date: 21 September 2001. 
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CHARLES KENDALL 
Who the hell are they? 


If this is your reaction, you may not have yet registered your CV with 
us. Established in 1949, we provide procurement & consultancy 
services to overseas governments and multi-lateral and bi-lateral 
donor agencies. If you are interested in short, medium or long term 
international assignments please email your CV to us (preferably in 
EU and/or World Bank format). 


We are particularly interested in consultants with experience in the 
sectors detailed below but consultants from other sectors are also 
encouraged to register with us: 


e Public Sector Reform 
e HRD 

è Education 

è Health 


è Procurement 

e Direct & Indirect Taxation 
e Governance 

e Business Analysis 


Charles Kendall & Partners Ltd. 
7 Albert Court, Prince Consort Road, London SW7 2BJ 
Email: consultancydivision@charleskendall.com 





sereeeatiaees 
j a 


International IDEA (The International Institute for Democracy and Electoral Assistance) 
promotes and advances sustainable democracy and strives to improve and consolidate 
electoral practices world-wide. International IDEA is an intergovernmental organization 
founded in 1995 and now has 19 member states and 4 international NGOs as associate 
members. Independent of specific national interests, International IDEA provides a forum 
for interaction and experience sharing among a wide variety of global actors involved in 
democracy promotion. International IDEA is based in Stockholm, Sweden, but has field 
offices in a number of countries including Lagos, Nigeria; We are seeking to fill the position 


ui Programme Officer 
International IDEA Nigeria Project 


Job Description 

The International IDEA Nigeria Project seeks to support and promote democratic 
development in Nigeria. Based in Nigeria, the candidate is expected to prepare, design and 
implement the Nigeria project. This includes; the facilitation of dialogue between national 
stake-holders, the assessment of the constraints and opportunities for democratic reform, 


continued work on the national reform agenda and democracy assessment, and developing 
and maintaining the network of national experts. Managerial duties include budgeting and 
expenditure control as well as the day-to-day management of the project. 


Suemicntiones 
Advanced university degree in international relations, political science, law or related 
field 
Minimum 4 years experience in democracy development processes and project 
management. 
Extensive knowledge of Nigeria 
Proven management skills 
Strong communication and presentation skills, written and spoken 
Good analytical skills and a thorough knowledge of the theory and practice of 
democracy 
Fluency in English, any other languages an advantage 


Conditions 
The contract is for 2 years, renewable by mutual consent. Appointment is effective from 1 
January 2002. 


Visit our Website: http://www.idea.int for the full job details or contact Ms Boudard Tel: 
+46 8 6983725, Fax +46 8 20 24 22. Applications may be addressed to: 

m.boudard @idea.int or |-IDEA, 103 34 Stockholm, Sweden. Deadline 17 September 
2001. 
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/ P; International 


Social Protection/Insurance Experts 









P-E International is one of Europe’s leading development consulting 
practices. Part of Promar International, the consulting arm of Genus plc, 
we undertake programmes for the major funding agencies world-wide, 
including the UK's DFID, EC, World Bank and Asian Development Bank. 
Through our continued growth in the field of social protection, we are 
looking for advisors with experience in any of the following disciplines, 
to work both short and long term overseas: 


National and Regional Policy Development 
Benefits (child, unemployment, etc) 
Fraud Prevention 

Training 

Organisational Change 

Pension Reform 
Finance/Budgeting/Audit 

Process Reengineering 
Collection/Payment Systems 
Legislation 

Communication Programmes 

Rural livelihood security 

Local development 

Employment creation 











If you have experience in any of these disciplines and are interested in 
working overseas in a challenging, multi-cultural climate, please send 
your CV to jeremy.west@p-einternational.com or alternatively to P-E 
International, Thamesfield House, Boundary Way, Hemel Hempstead, 
Hertfordshire, HP2 7SR. 


Universitat Heidelberg 


Tenured professor (C3) 
in "International Health Economics" 


A tenured faculty tion is prh in the field of International Health 
Economics at the ent of Tropical Hygiene and Public Health at 
the Medical School of Heidelberg University. 


The department's focus is on low and middie income countries. However, 
establishing links with research in OECD countries is welcome. Current 
topics include: health care financing, particularly through insurance, 
economic evaluation mind ode! se , private/public mix, quality and 
costs of health care as well as demand for health care. 


Candidates should have a Ph.D. or equivalent degree 

economics. They should have excellent method skills, extensive research 
experience and a track record in the acquisition of substantial research 
grants and consultancies. We expect the candidate to have gathered 
extensive teaching experience, particularly in post-graduate meee 
Fluency in English is required, French language skills are an asset. The 
language of the t (and of the bulk of our courses) is English. 
Nevertheless, who do not speak German are advised to 
the language. 

The candidate will be the head of the "International Health Economics" 
cindy gaa will work in close collaboration with the Faculty 


In case of first appointment as Ea university law requires that the 
position is in ured. to recruit 


are possible especially 
applicants from foreign countries and from non-academic institutions. The 
appointee can later be given tenure without additional recruitment. 


Heidelberg University aims to increase the of female 
and female candidates are particularly encouraged to ee eee 
candidates with comparable qualifications beach stip alabaster nd 
applications including curriculum vitae, (separate for original 
papers and book chapters or reviews), 5-10 publications, statement of 
research and teaching activities as well as current and past grant support 
DO Ipaa ep vS Sr Spp realy Ato gel bao O 
aculty of Medicine, . Dr. Dr. h.c. H.-G. Sonntag, im Neuenheimer 
Feld 346, D-69120 Heidelberg, Germany. 
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DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
$100K+ annual salary, we can be the answer to your next jump on the 
ladder of success. Resume Broadcast International assists you in 
your professional search with the personal contact necessary for 
success from start to finish 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (619) 224-9257, 
Fax: (619) 224-9268 or E-mail: 102224.3306@compuserve.com 


Resume Broadcast International 
Resame P.O. Box 6930, San Diego, California 92166, USA. 
Broadcast Tel: 619 224 9257, Fax: 619 224 9268 
m Dory: on ~c Email: 102224.3306 @ compuserve.com 















Northern Alllance 
for Sustainability 


Position 32 hrs 


Project officer ECA-Reform 


For further information: P.O. Box 59030. 
1040 KA Amsterdam, The Netherlands. 


Tel: +31 -20-4751742. Info@anped.org 


Full text available on www.anped.org 


Readers are recommended 


fo make appropriate enquiries and take appropriate 
advice before sending money, incurring any expense 
or entering into a binding conmunitment in relation to 
an advertisement. The Economist Newspaper 
Limited shali not be liable to any person for lots or 
damage incurred ot suffered as a result of bisher 
accepting or offering fo accept an invitation 
contained in any advertisement in the Economist 


** WORK IN USA ** 
195,000 Employment VISAS Available! 
IT PROFESSIONALS, ENGINEERS ACHITECTS., 
ACCOUNTANTS. PHYSICIANS, TEACHER Ca 
TOP Positions, Salaries & Benefits 
Visit us Online for Job Opportunities! 

Affiliates (Recruiters) Needed!! 


www.GreenCardSpecialists.com 





Department for SENIOR SOCIAL DEVELOPMENT ADVISERS 
SOCIAL DEVELOPMENT ADVISERS 


International 


Development 





The Department for International Development is recruiting 
Senior Social Development Advisers, Social Development 
Advisers and Assistant Social Development Advisers who 
will provide professional social analysis to DFID and in 
support of DFID and their partner's policy and programmes 
in poorer countries. 


The appointments are for permanent and pensionable Home 
Civil Service posts in DFID. You will join a cadre of around sixty 
social development experts. You must be willing to serve where 
posted, usually on a series of three to five year assignments in 
DFID offices around the world or in the UK. For some posts you 
will need to undertake travel, up to a maximum of 90 days per 
year, as part of your duties. DFID will provide reasonable support 
with the extra costs for care of dependants when on official 
travel. 


Depending on your experience and skills, we will expect you to: 

+ As a member of policy and programme teams, contribute 
a social analytical perspective to the analysis of the causes, 
characteristics and consequences of poverty 

¢ Provide management and mentoring of more junior social 
development colleagues 

* Participate in strategic planning and monitoring for Country, 
sector or project initiatives with DFID colleagues 

* Effectively network and work in collaboration with a range 
of partners in Britain, across Whitehall, within civil society and 
the business sector and in poorer countries 

¢ Provide information and analysis in response to public enquiries 
and Parliament 


QUALIFICATIONS AND EXPERIENCE 


Educated with a university-level qualification in a social science, 
such as social anthropology, sociology, political science, area 
studies or human geography, and a relevant higher degree. 
Adviser positions will require experience of managing other 


Fulfilling Britain’s commitment to KITTE are gaa, 


The Department for International governments, international and national 
Development (DFID) is the UK's non-governmental organisations, the 
government department responsible private sector and institutions such as 
for promoting development and the the World Bank, UN agencies and the 


reduction of poverty. DFID is committed European Commission. Most of the 

to the internationally agreed target of assistance is concentrated on the poorest 
halving the proportion of people living countries in Asia and sub-Saharan Africa, 
in extreme poverty by 2015. but we also work elsewhere, including 


ASSISTANT SOCIAL DEVELOPMENT ADVISERS 


professionals. Some posts will require special language 
capabilities and regional or issues-based knowledge. Substantial 
field research experience, gained either as a part of a higher 
degree or from working in a relevant position is also essential 

= we will be looking for a minimum of two years overseas 
experience for Assistant Adviser posts and considerably more 


for Advisers and Senior Advisers. 


You should be able to: apply skills in social analysis; demonstrate 
critical thinking and judgement; show creative thinking and 
innovation; have social awareness and commitment; demonstrate 
capacity for facilitation and consultation; negotiate, influence 
and achieve results; network and co-operate and be good at 
managing and supporting others. 


TERMS OF APPOINTMENT 


The Senior Social Development Adviser posts offer a starting 
salary in the range of £37,434 to £58,514 (pensionable) depending 
on experience. The Social Development Adviser posts offer a 
starting salary in the range of £33,882 to £48,252 (pensionable), 
depending on experience. The Assistant Social Development 
Adviser posts offer a starting salary in the range of £26,296 to 
£31,915 (pensionable), depending on experience. 


You will become a member of the Principal Civil Service Pension 
Scheme. London based appointments may be eligible to receive 
a relocation grant of up to £5,000. Overseas appointments will 
attract additional benefits, including variable tax free overseas 
allowances and fare paid leave passages. New appointments 

will be subject to a 10 month probationary period. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: 12 October 2001. 


Application forms can be obtained, quoting reference AH375/4/CO/TE clearly on your envelope, from: The Department for 
international Development, Abercrombie House, Room AH375/4, Eaglesham Road, East Kilbride G75 8EA or telephone 
01355 843352 (answerphone) or e-mail: hrod4a1 @dfid.gov.uk http://www.dfid.gov.uk 


Eastern Europe. 


DFID is committed to a policy of equal 
opportunities and encourages 
applications from all parts of the 
community. We would particularly 
welcome applications from, women, 
people from an ethnic minority 
background and disabled people. 
Selection is on merit. 





DFID works in partnership with Latin America and in Central and 
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Department for 


international 


Development 


The Delegation of the European Commission in Barbados 

and the Eastern Caribbean administers the EC development 
programme in seven independent countries and three UK 
Caribbean Overseas Territories. Considerable EC financial 
resources are being made available to the Eastern Caribbean 
to promote sustainable economic and social development and 
alleviate poverty, particularly in St Lucia, Dominica and St 
Vincent and the Grenadines. 


Working within the Delegation, and closely with government 
counterparts and other key development partners, you will 
undertake sectoral analyses — preparing and implementing 
programmes and projects in the social development sector in 

the Eastern Caribbean. You will advise the Delegation on the 
design and implementation of EC funded poverty reduction 
programmes and projects, particularly to protect people severely 
affected by the decline of the banana industry. You will ensure EC 
social sector programmes are gender sensitive and address the 
human rights of vulnerable groups. An important part of your 
work will be managing the EC Delegation’s portfolio in social and 
community development, ensuring financial accountability and 
accordance with EC procedures and standards. 


Your job will involve regular travel to the islands of the Eastern 
Caribbean (DFID will try to limit this to essential journeys and will 
provide reasonable support with the extra costs for care of 
dependants), working with governments, communities, NGOs and 
other key partners to determine the needs of vulnerable people 
and develop strategies to address these. You will contribute to 
planning and programming exercises carried out by the EC 
Delegation and participate in donor co-ordination activities to 
ensure mutually supportive programmes in the social sectors. 


You will be appointed to the EC Delegation in Barbados by DFID 
Caribbean and report to the Head of the EC Delegation. 


The Department for 
International Development 
(DFID) is the UK’s government 
department responsible for 


people living in extreme 
poverty by 2015. 


Fulfilling Britain’s commitment to KIITTI Tr ere aaa, 


DFID works in partnership 
with governments, 
promoting development and 
the reduction of poverty. DFID 
is committed to the 
internationally agreed target of 
halving the proportion of 


governmental organisations, 
thte private sector and 
institutions such as the World 
Bank, UN agencies and the 


JOB HUNTING INTERNATIONALLY? 
$100-1M+ in 39 Countries-Targeted Resume Mailings 
www.executivejobfinder.com 
Europe*Asia*Middle East*U.S.*Affordable/Easy/On Target 


EXECUT 


OU FUN D ER 


Serving the world’s top executives. 
T: +1.415.383.6200 F; +1.415.388.5164 


Resident Advisor/Journalism Trainer: Dili, East Timor 
Competitive compensation package, excellent benefits. 


Responsibilities include: 

Manage the bi-weekly radio program; Coordinate distribution of East Timor media information 
and programs; Lead on-site training at regional radio stations; Encourage business 
management development in radio companies; Organise and teach seminars and workshops 
for local radio station professionals 


Qualifications include: 
Extensive radio news broadcasting experience; Radio station management & training 
experience; Experience living and working in Asia 


To respond, please email your resume to injobs Ginternews.org No calls please. 


Internews is an international nonprofit organisation supporting independent media projects 
around the world. 
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SOCIAL DEVELOPMENT ADVISER 


TO THE EUROPEAN COMMISSION DELEGATION 
IN BARBADOS AND THE EASTERN CARIBBEAN 


QUALIFICATIONS AND EXPERIENCE 


With at least five years’ experience of working with a development 
agency on social development, you will have experience of social 
analysis, social development project identification, design and 
implementation in developing countries. Critically, you will be 
able to present your policy, programme and project level advice 
effectively and sensitively to team members within the EC and to 
a wide range of partners outside it. Experience in the Eastern 
Caribbean or the EC would be an advantage. 

You will have a postgraduate degree in a relevant social science, 
such as social development, sociology, social anthropology 

or human geography. First class communications skills and 
organisational ability are essential, as is the ability to work 

with people at all levels and work effectively as part of a team. 
Training will be provided in EC procedures and regulations. 


TERMS OF APPOINTMENT 


The appointment is for a 2 year fixed term period on Home Civil 
Service Terms and is subject to a 6 month probationary period. 
Salary will be £34,000 per annum commensurate with experience 
and qualifications and is UK taxable. This also includes an element 
in lieu of the employers share of superannuation. Additional 
allowances will be payable together with fare paid UK leave every 
12 months, 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status defined by the 
1951 UN Convention on Refugees. 


Closing date: 14th September 2001. 


Application forms can be obtained, quoting reference AH375/4b/NC/TE clearly on your envelope, from Department for 
international Development, Abercrombie House, Room AH375/4, Eaglesham Road, East Kilbride G75 8EA or telephone 
01355 843243 (answerphone) or e-mail: hrod4b2@dfid.gov.uk http://www.dfid.gov.uk 


of equal opportunities and 
encourages applications from 
all parts of the community. 

We would particularly 
welcome applications from, 
women, people from an ethnic 
minority background and 
disabled people. Selection 

is on merit. 


European Commission. 
Most of the assistance is 
concentrated on the poorest 
countries in Asia and sub- 
Saharan Africa, but we also 
work elsewhere, including 
Latin America and in Central 
and Eastern Europe. 
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INTERNATIONAL COMPANY 
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Email; uk@ICSL.com Email: irl@ICSL.com Email: usa@ICSL.com 


www.ICSL.com is a registered business name of International Company Services Limited 


Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 


savings in tax. We provide a full range of onshore 


VISIT OUR WEBSITE: 


and offshore services designed to save tax for 
SovereignGroup.com 


you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 
value of your assets. 
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Paul Brennock Simon Denton William H. Byrnes 

fot +44 1624 699800 Te! +44 (0)20 7479 7070 tel +1 (305) 474 2468 
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Stuart Stobie 

tei +852 2542 1177 
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We have over 25 years of experience 
in facilitating international and offshore 
business with 30 offices and over 350 staff 
around the world 


Offshore Companies 
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ARE YOU 

Trading or investing internationally? 
Seeking tax management solutions? 
Working or living overseas? 

Seeking to protect your assets? 
Setting up a business overseas? 

A tax professional seeking solutions? 


Then you should contact us. 


London Finland EUUY 


WORLD WIDE 


Hungary 
rel: + www.ocra.com 
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TSI l Email: economist@ocra.com 
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T +65 53! 44 (1 


Hong Kong ~ Ra 





Call for International Competitive Bidding 


STUDY OF THE POTENTIAL FOR COMMODITY 
EXCHANGES AND OTHER FORMS OF MARKET 
PLACES IN EASTERN AND SOUTHERN AFRICA 


The Common Fund for Commodities (CFC) invites tenders from 
specialist consultants or consulting companies to carry out the above 
study in COMESA countries covering Ethiopia, Kenya, Uganda, 
Rwanda, Burundi, Tanzania, Malawi, Zambia and Zimbabwe. The 
central objectives of the study are to establish the feasibility of setting 
up a Regional Commodity Exchange and defining how it will be 
operated. The Regional Commodity Exchange will focus on coffee, 
cotton, grains, sugar and other commodities that are found during the 
study to be suitable for trading via the exchange. 


The key services to be provided under this contract would include the 
identification and analysis of existing market places, such as commodity 
exchanges and auctions for soft commodities. Evaluating the feasibility, 
viability and the logistical and institutional support required in 
operating a Regional Commodity Exchange; and appraising the merits 
of operating a floor trade versus an electronic or screen trade; 
evaluating the feasibility of regional auctions, including electronic 
auctions. The consultant should seek the views of the countries and the 
stakeholders before making recommendations. 


Suitably qualified candidates should have comprehensive knowledge of 
and previous experience with Commodity Exchanges and other market 
places. They should have a thorough knowledge of the commodity 
trading systems in Eastern and Southern Africa. There is an upper limit 
for this consultancy of US Dollar 60,000. 


available on the CFC website at 


More 
http: \ 


detailed information is 

\www,.common-fund.org. 

Companies or individuals wishing to make offers for the provision of 

these services, should address themselves in writing to 

The Managing Director, Common Fund for Commodities, Postbus 74656, 
1070 BR Amsterdam, The Netherlands, fax (+31 20) 676 0231, 


and submit their offer by 14th September 2001. 
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The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
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EST. 1989 ™ _ i ast r LONDON: For immediate, friendly advice, please contact: 


LICENSED CO. i POET torre. EAEE detale and tach mon v | || sosoo sjana en Helen Harper LL. B (Hons), Dip. Law, AOI © Janson Lotery B.Sc (Hons) 
& TRUST MANAGEMENT Se i E-mail: helen@sctgroup.com E-mail: janson@sctgroup.com 
A Www.scfgroup.co mec P Tel: +44 (8) 20 7352 2274 Charles Baker M.A. (Hons) 


Fax:+44 (Ø) 20 7795 0016 E-mail: charles@sctgroup.com 





IMMIGRATE TO CANADA 
“We Can Help” 
25 Yours Experience in immigration Matters 
The law firm of Somjen & Peterson 


2nd Citizenship 
2nd Passport 


Belize Passport Consultants Ltd. 
Tel: + 501 1 49830 Fax: + 501 8 23785 
Email: Passport @ Belize.com 
www.Belize.com 


Offshore Companies, 
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Own Your Own 
Private Bank 


FOR PROFIT, PRIVACY 
AND TAX PROTECTION 


T 1-604-444-1234 
Email: taxhavens@aol.com 


www. ownyourownbank.com 


hitp.//www.somjen.com 
Email: somjen@ somjen.com 
Surte 810, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (4167922 RORI Fax: (4167922 4234 
We Can Help” 
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Tenders 


Department for REFORMS IN REVENUE 
Development ADMINISTRATION IN BANGLADESH 
EXPRESSION OF INTEREST 














Expressions of Interest should be sent, quoting reference AH409/3/AW clearly on your envelope, to Alan Walker, 
Department for International Development, Abercrombie House, Room AH409/3, Eaglesham Road, East Kilbride G75 8EA 
or telephone 01355 843112 (answerphone) or e-mail: a-walker@dfid.gov.uk http://www.dfid.gov.uk 





DFID is to support, National Board of Revenue (NBR), for a five i) Demonstrable track record in managing complex change 
> year reform project commencing January 2002. The purpose is management programmes in the public sector in South Asia. 
s to strengthen the capacity of the NBR to administer direct tax Experience in Bangladesh preferred; 
> and VAT, aiming to increase direct and indirect tax revenue. ii) Capacity to provide the wide range of long and 
a SCOPE OF WORK short term consultancy inputs; 

3 The service provider's main outputs are as follows: iii) Experience facilitating revenue administration reform. 
m 1) Development of modern tax administration practices in the iv) Experience of operating and maintaining project teams 
z Large Taxpayer Unit (operational in direct tax) and one pilot in-country; 

y: VAT Division, moving towards a multi-tax LTU; v) Association with Bangladesh based consultants, institutions 
5 2) Establishment of an Internal Audit and Inspection function; or companies especially in the area of computerisation 
Y 3) Improved management of data and information systems; and training; 

= . + . * ? 

© 4) Increase in the professionalism of the tax administration. vi) Satie tencies of nominated candidates for 

= - ai , yng term posts; 

aig NBR have requested support to deliver ambitious reforms. > 5 P . 

m The contract will be awarded for 2 years’ with a possible 3 year vii) Previous experience ol working on DFID funded 

extension depending on the outcome of a review of progress projects; 
= Upana prog 
= against milestones at the end of the second year. Eols must be submitted using the application form available on 
E it is recognised that there may be a need for a consortia/partnership the DFID we bsite.www.dtid.gov.uk/ public/ working/cb_opps.html 
E of more than one organisation to fulfill the criteria/skill required. and be accompanied by abridged CV's of Key Personnel. 

Y DFID will contract with a nominated lead organisation, in this respect. it is expected that those shortlisted for this project will be 

Rá EXPRESSIONS OF INTEREST informed by middle of October 2001. 

= The Eol will include a capablilty statement of not more than This advert also appears in the Official Journal of the European 
- 4 A4 pages showing evidence of skills and experience in the Communities. 

f following areas: Deadline for Expressions of Interest: 24th September 2001. 

oo 

c 

> 

— 


The Department for of halving the proportion sector and institutions such as including Latin America and 
international Development of people living in extreme the World Bank, UN agencies in Central and Eastern Europe. 
(DFID) is the UK’s government poverty by 2015. and the European DFID is committed to a policy 
department responsible DFID works in partnership Commission. Most of the of equal opportunities and 


for promoting development with governments, assistance is concentrated on encourages applications 
and the reduction of poverty. international and national the poorest countries in Asia from all parts of the 
DFID is committed to the non-governmental and sub-Saharan Africa, but community. Selection is 
internationally agreed target organisations, the private we also work elsewhere, on merit. 
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Overview 
Output, demand and jobs 
, : % change at annual rate 
America s Federal Reserve cut interest rates 9 The Economist poll ects dioi — sen 
again. The federal-funds rate, the overnight GDP GDP forecasts production | Walaa % rate 
rate at which banks lend to each other, was ‘qtr 1year 2001 2002 1 year 1 year latest year ago 
lowered by a quarter-point to 3.5%, bringing Australia #43 +21 01 #+26 +40 -14 Q1° +07 @ 69 Ju 6.1 
the Fed's total interest-rate reductions this Austria $16 422) 418 +23 -3.6 May -1.5 Ap 3.8 Jul 3.6 
year to three percentage points. However, Belgium +18 +24 Q +21 +24 -0.5 Jun* -3.4 May 11.1 Jul* 11.2 
this failed to impress stockmarkets:theDow Britain +10 +21 02 +22 +27 -2.2 Jun +60 Jut 5.0 Junt 5.5 
Jones Industrial Average lost 0.7% over the Canada +25 +26 M! +22 +31 -0.7 May + 3.6 May 7.0 Jul 6.8 
week, and the Nasdaq lost 3.1%. penmuark a: = : = a : T t 7 t n zan =r a —4 a“ zs 
rance té. + é. 1 + ¢. + £; + é. un = Gs ay © Jun š 
: s : Germany mil = +06 Q2 +12 + 2.0 — + 1.1 Jun + 0.5 Jun 9.3 Jul 9.5 
The latest CCONOHIIC data sent mixed signals. Italy -0.5 +2.0 02 +2.0 + 2.3 - 3.1 Jun - 1.2 May 9.5 Apr 10.7 
America sindexofteading indicators im- Sapan +05 +02 0 -05 +07 -87 3n -10 May 4.9 dun 47 
proved for the fourth consecutive month, Netherlands +16 +15 02 +20 +28 +0.7 Jn +15 Mar 2.0 J 2.6 
and preliminary results from the Michigan Spain #61 433 0 +27 +29 = 2.6 Jun Z uk 12.8 Jun 14.2 
survey of consumer confidence showed the Sweden +13 +14 02 +22 +27 -1.0 May +2. Jun 4.2 Jul* 5.2 
index rising in August from 92.4 to 93.5. But Switzerland 9 + 7.4 +25 01 +17 +20 +51 O° +84 Jun 17 Jur 18 
a survey by the Philadelphia Fed suggested United States +07 +13 Q2 +16 + 2.7 - 3.2 Jul + 2.5 Ap 45 Jut 4.0 
that business activity was deteriorating Euro area +20 +25 M +19 +23 +14 Jun +0.5 May 8.3 Jun 89 
sharply. The consumer-price index (CPI) fell *Not seasonally adjusted. New series. tMar-May; claimant count rate 3.2% in Jun. ŠMay-Jul. 
by 0.3% in July, led by a 5.6% drop in energy 
prices. The core index, which excludes food : 
and energy prices, rose by 0.2%. Both the Prices and wages 
overall and the core CPI were 2.7% higher Coe ee via k 
than a year previously. Consumer prices* consumer prices forecast Producer prices” Wages/earnings — 
lyear yearago 2001 2002 lyear yearago i year yearago 
Germany's GDP stagnated in the second Australia +60 2 +32 +39 +24 +56 @ +74 +37 Q2 + 3.9 
quarter, leaving output only 0.6% higher Austria +28 Jun +27 +25 + 1.8 +19 Jul +46 +27 Jun + 20 
than a year ago. But things may be looking Belgium +27 Jul +28 +26 +20 +40 Jun +87 +26 Q2 + 2.2 
up. Germany’s IFO index of business condi- pes t $ wi + 23 $ l t a + va a +2! tán an tA 
° e - F 6 u +: + €. + Ge + 4. un + >. + WU. a + 
tions beat all expectatio ns. The index rose to Denmark +24 Jul +31 +26 + 2.1 +27 Jul +58 +38 i + 3.6 
89.8 in July, from June’s five-year low of France +24 Ul oid, 215 +45 +23 tm +60. #830 «62 
89.5. The business-expectations component Germany +2.6 Jul + 1.9 + 2.7 +17 +22 Jul +55 +18 Jun” + 2.1 
of the index rose sharply, while the current-  Ttaly _ +29 jl +26 +28 +20 +23 un +69 +27 dun + 18 
conditions component fell. Japan -0.5 un -07 -04 -04 +0.8 Jul -04 +09 Jun + 28 
Netherlands +46 Jul +28 +46 + 2.7 +43 Jun +88 +4.3 Jun + 3.2 
Industrial production in the 12-nation euro spain tad u + >e + a Lag + a qn + 28 + $ A + z4 
: ans weden +é wl +i. +2. + 1. + 2.2 Jun + 3. +2./ May* + 1. 
ee by 0.6% in June, leaving it 1.4% Switzerland +14 W +19 +13 +1.3 +0.2 Jul +27 +13 cap + 0.3 
higher than a year ago. The unexpected rise United States +2.7 Jul + 3.7 + 3.2 +22 +15 Jl +43 +44 Jul + 3.6 
was led by strong growth in durable-goods Euro area ele aT ae +19 +33 am +36 +26 Sos 
ponco, wae ‘salmaaa by 0.9% over Not sabionally edjested. ne pm: i 
e previous month. 
According to revised GDP figures, Japan’s i Industrial production 
economy expanded by 0.5% in the first quar- Over the past year, no fewer than 11 of the 20 countries in our chart, plus the euro area, 
ter instead of contracting by 0.8% as had have seen falls in industrial production. In only two countries, Denmark and Portugal, 
been previously supposed. But evidence that has the rate of growth in output risen. Remarkably, Irish industrial output increased by 
the economy shrank sharply in the second 13.9%. The worst reversal in fortune has been in Japan: production has slid by 8.7% in 
quarter is mounting. The all-industries activ- the past 12 months, after rising by 7.2% the year previously. 
ity index plummeted by 1.9% in the second 
quarter, its first quarterly fall since 1998. % change on a year earlier MEE 2001, latest month EE 2000, same month 
The drop was led by sharp falls in industrial PN 
output and construction. 
15 


The dollar continued to lose ground against 

the euro. Itis now trading at about 9% below 10 
its value at the beginning of July. However, 
the quarterly exchange-rate forecast from 
J.P. Morgan Chase (see table on opposite 
page) sees the dollar strengthening again 
over the next 12 months. The Japanese yen is 
expected to weaken over the next three 


months before recovering. 0 
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Source: National statistics 


Data on more countries are available to 
subscribers on www.economist.com 
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Money and interest rates erence st commodity price index 
Money supply* Interest rates % p.a. (Aug 22nd 2001) % change on 
K Pian on feed ago 3-mth money market 2-year 10-yeargov'tbonds corporate Aug 14th Aug 21st” oo phe 
narrow broad latest arago gov'tbonds latest rago bonds aura 
Australia +15.8 + 7.0 Jun 4.95 6.53 4.95 5.67 6.24 7.14 All items 68.8 68.4 E L ET 
Britain +7.1 + 7.6 Jul 4.94 6.11 5.03 4.87 5.28 6.10 me poe y Came pacer > 
Canada +10.5 + 6.6 Jun 3.93 5.62 4.42 5.49 5.74 7.09 ——— ee ee 
Denmark + 3.4 - 5.5 Jun 4.74 5.70 4.45 5.04 5.55 7.05 All 66.9 66.9 sia <a 
Japan + 8.7 + 3.3 Jul 0.03 0.30 0.05 1.33 1.83 1.48 a. a iar 
Sweden + 6.5 *#2.2 Jul 4.29 3.92 4.49 5.07 5.23 5.30 — oO - 
Switzerland + 0.3. + 3.0 Jul 3.19 3.48 3,35 3.24 3.86 C—O EE 
United States + 3.0 +11.5 Jul 3.56 6.50 3.73 4.98 5.87 6.81  Sterting index 
Euroareat +42 + 6.3 Jun 4.31 5.04 3.98 4.77 5.15 7 i 764 __ NSI iS ile Oe 
“Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. 'Germany for bonds. Benchmarks: US 30-year 5.43%, Japan Euro index . 
No.234 1.37%. Central bank rates: US fed funds 3.50%, ECB refinancing 4.50%, BOJ overnight call 0.01%, BOE repo 5.00%. Allitems 100.9 98.6 __ -56 ~ 5.6 
Sources: Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, Yen index 
Westpac, Thomson Financial Datastream. Rates cannot be construed as banks’ offers. Allitems 89.2 87.2: -49 +6. 
Gold 
Stockmarkets $ per oz 274.50 276.55 +29 +10 
Market indices West Texas Intermediate 
% change on $ per barrel 28.08 28.20 +80 -11.9 
2001 one record Dec 31st 2000 * Provisional. t Non-food agriculturals. 
Aug 22nd high low week high inlocal in$ 
curren terms 
























3,255.1 3,425.2 3,094.3 =- 1.6 = 5.0 t32 = 03 





wee (ATX) 1,205.7 1,245.8 1,052.2 - 1.0 ~ 30.6 +12.3 +10.2 
2,848.6 3,030.4 2,591.6 = 1.2 -22.6 = 58 = 7.6 


ea FTSE 100 5,408.7 6,334.5 5,275.7 - 1.0 -22.0 -13.1 -15.3 
7,538.6 9,348.4 7,415.5 + 0.1 -33.8 -15.6 -18.0 
Denmark 246.3 294.3 234.7 - 15 -18.4 =- 7.0 = 8.6 
3,104.4 3,820.2 3,084.7 - 2.3 -29.3 -17.7 -19.3 














(CAC 40) 4,812.1 5,998.5 4,773.2 - 2.5 -30.5 -18.8 -20.4 
5,220.2 6,795.1 5,207.8 ; ? 

3 1,948.4 1,540.9 

11,396.4 14,529.4 11,254.7 
1,165.5 1,441.0 1,155.2 ; ; ; ; 
Netherlands (AEX) 526.4 642.3 518.3 -12 -25.0 -17.4 -19.0 
Spain (Madrid SE) 811.5 9639 798.6 -15 -29.2 -79 -96 
Sweden (Affarsvarlden Gen 220.3 2931 2148 -18 -45.0 -20.7 -27.0 


6,662.9 8,135.4 6,574.0 - 1.6 -20.8 -18.2 -19.6 
10,276.9 11,337.9 389. ; : - 4.) = 47 


1,165.3 = 1,373.7 





Trade, exchange rates and budgets 
Trade balance*, $bn Current account Exchange rate ee | S Budget 
latest 12 $bn The Economist poll trade-weighted! per per per per balance 
months latest 12 mths % of GDP, forecast Aug 22nd year ago $ £ euro ¥100 % of GDP 
2001 2002 Aug 22nd yeara 2001+ 
Australia - 0.1 Jun - 12.9 Qi - 2.9 - 3.1 73.6 76.2 1.86 1.75 2.71 1.72 1.56 0.1 
Austria - 5.6 Apr - 43 Jun - 2.3 - 2.2 100.6 99.4 14.9 15.4 21.7 13.8 12.5 -0.6 
Belgium + 10.6 Jun + 11.2 Mar + 43 +45 99.5 98.0 43.8 45.1 63.8 40.3 36.6 0.7 
Britain - 44.9 Jun = 19.2 Q1 -1.8 - 2.1 104.7 107.5 0.69 0.68 - 063 0.57 1.2 
Canada + 47.4 May + 22.2 m + 3.1 + 2.4 77.5 80.1 1.54 1.49 2.25 1.42 1.29 2.6 
Denmark + 47.4 Jun + 4.5 Jun +14 +14 102.9 99.8 8.09 8.34 11.8 7.45 ~~ 6.75 2.9 
France nil Jun + 14.3 Jun + 1.6 + 1.6 102.2 100.6 7.12 7.34 10.4 6.56 5:93 -0.5 


+ 57.2 Jun - 21.8 Jun - 1.0 - 0.8 99.2 97.1 2.12 2.19 3.09 1.96 1.77 
72.9 71.8 2,103 2,166 3,061 1,936 1,756 





Netherlands + 18.9 Jun + 13.7 Q + 3.9 + 3.9 98.4 96.7 2.39 2.47 3.48 2.20 2.00 1.3 





- 38.2 May - 15.9 Apr - 2.8 = 2.3 74.5 73.5 181 186 263 166 151 nil 
Sweden + 12.8 Jun + 5.6 Jun + 2.1 +2.3 74.6 82.8 10.25 9.34 14.9 9.44 8.56 3.6 
Switzerland + 03 Jul + 28.3 M +11.0 +10.8 109.1 105.0 1.65 1.73 240 152 1.38 na 
United States ~453.5 Jun -449.3 Qi - 4.1 - 4.0 116.6 112.4 - - 1.46 0.92 0.83 2.1 
Euro area - 1.2 May - 30.6 May - 0.2 - 0.1 80.1 77.1 1.09 1.12 1.58 - 0.91 -0.6 


*Merchandise, Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 11990=100, Bank of England. OECO estimate. 


“i Emerging-market indicators 


Overview 


Argentina managed to secure an additional 
$8 billion loan from the mF, helping to calm 
investors’ fears of a possible debt default. Fi- 
nancial markets jumped on the news, and the 
interbank lending rate plunged from 32% to 
14%. But questions remain as to whether the 
money will be enough. 


South Korea's economy continued to look 
weak in the second quarter. GDP grew by only 
0.5% over the first quarter, and by 2.7% over 
a year earlier. Only a year ago, the economy 
was growing at a 9.7% rate. Compared with 
some other East Asian economies, however, 
South Korea is holding up well. In the second 
quarter, Taiwan’s GDP fell by 2.4% over a 
year earlier, led bya precipitous declinein 
exports. Industrial production in Taiwan fell 
by 10.4% over the year to July. 


I Emerging-market listings 
China and the ex-communist countries 
saw huge increases in the number of do- 
mestic companies listed on their stock 
exchanges during the 1990s, according 
to data collected by Standard & Poor's. 
By contrast, the number of listed com- 
panies fellin most of the Latin American 
economies, as increased foreign compe- 
tition and overvalued currencies took 
their toll on uncompetitive firms. 
Number of domestic companies, year end, ‘000 
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Economy 
% change on year earlier Latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 
China +7.8 Q + 8.1 Jul +15 Jul +19.9 Jul +20.5 2000 182.0 May 
Hong Kong +25 M -01 a -0.9 Jul -12.1 Jun +88 1 114.6 Jul 
India + 5.7 03 + 1.5 Jun + 3.4 Jun -5.3 Jun -2.3 a 40.9 Jul 
Indonesia + 3.5 02 + 4.5 04 +13.0 Jul +24.8 Jun +63 M 27.9 Jun 
Malaysia +32 a1 -9.9 Jun +14 Jul +15.3 Jun +8.44 04 25.6 Jun 
Phili +25 a1 + 2.0 May + 6.8 Jul +5.1 Jun + 8.5 Apr 12.5 May _ 
Singapore -0.9 Q2 -16.1 Jun +1.2 Jun +46 Jul +22.6 Q2 76.0 May 
South Korea +27 Q -2.7 Jun +5.00 Jul +14.0 Jl +13.8 Jun 94.3 Jun 
Taiwan -24 Q -10.4 Jul +01 Jul +12.6 Jul +14,1 @ 109.1 Jun 
Thailand +18 a + 1.7 Jun + 2.2 Jul +3.1 Jun +6.9 Jun 31.0 Jun 
Argentina -2.1 a +0.2 Jul - 1.0 Jul + 2.3 Jun -9.0 Qi 21.1 Jun 
Brazil + 0.8 a2 - 1.4 Jun +7.8 Jul -1.6 Jul -26.8 Jun 37.3 Jun 
Chile +3.5 a2 + 6.3 Jun + 3.2 Jul +15 Jul -14 a1 14.3 Jun $ 
Colombia +17 u -2.6 Jun + 8.1 Jul +15 My -07 a1 9.5 Jul 
Mexico nil a2 -3.9 Jun + 5.9 Jul -95 Jun -178 ü 40.8 Jun 
Peru ~ 2.3 Jun + 1.3 May +2.22 Jul -0.2 Jun -17 8.3 May 
Venezuela +35 ai na +13.0 Jul +17.2 ait 412.5 a1 10.5 Jun 
Egypt + 6.5 2000! + 9.4 2000! + 2.2 May -99 ü -02 QO: 13.0 Apr 
Israel +1.4 a2 - 6.3 May +0.4 Jul -7.3 Jul -1.1 a 23.9 Jul 
South Africa mee ® + 3.1 Jun E + 5.3 Jul +41 Jn + 0.1 a 6.1 Jun 
Turkey -19 M -10.4 Jun +56.3 Jul -22.8 May - 5.4 May 16.6 Jun 
Czech Republic +3.8 m + 3.7 Jun +5.9 Jul -35 wd à -27 a 12.9 Jul 
Hungary +44 ü -0.4 Jun +9.4 Jul -2.4 Jn -17 Jn 119 JM 
Poland +23 M + 1.1 Jul + 5.2 Jul -10.1 Jun -7.2 Jun 27.0 Jul 
Russia +49 Qi +29 Jul +22.2 Jul +59.5 Jun +45.9 M 31.3 Jun 
* Excluding gold, except Singapore: IMF definition. Year ending June. #New series ¥ 
Financial markets 
Currency units Interest rates Stockmarkets % change on 
per $ per £ short-term Aug 22nd Dec 31st 2000 
Aug 22nd yearago Aug 22nd % p.a. one in local in$ 
week currency terms 
China 8.28 8.28 12.0 na 1,988.7 -2.3 -9.3 -9.3 
Hong Kong 7.80 7.80 11.4 3.36 11,188.6 -7.8 -25.9 -25.9 
India 47.1 45.8 68.6 6.88 3,297.4 -1.0 -17.0 -17.7 
Indonesia 8,615 8,395 12,540 17.66 442.0 +1.33  +6.2 +19.2 
Malaysia 3.80 3.80 5.53 3.30 657.1 +0.1 -3.3 -3.3 
Philippines 51.0 44.9 74.2 11.25 1,294.4 -2.3 -13.4 -15.0 
Singapore is ie Gs 2.38 1,632.4 -0.7 -15.3 -16.2 % 
South Korea 1,278 1,115 1,860 4.83 574.9 -0.4 +13.9 +12.8 
Taiwan 34.6 31.0 50.3 3.65 4,487.5 -2.9 -5.4 -9.5 
Thailand 44,6 40.7 64.9 3.13 321.3 41.1 419.4 416.1 
Argentina 1.00 1.00 1.45 31.69 328.4 +0.5 -21.2 -21.3 
Brazil 2.53 1.82 3.68 19.04  —«:12,952.2 -5.3 -17.0 -35.9 
Chile 669 545 973 4.47" 5,688.0 nil 416.8 +0.2 
Colombia 2,283 2,198 3,323 12.45 983.6 -0.7 na na 
Mexico 9.12 9.27. 13.3 6.97 6,333.1  -3.2 +12.0 +18.0 
Peru 3.49 3.47 5.1 5.45 1,346.7 -0.6 slis +126 
Venezuela 730 690 1,063 14.65 6,847.5 -1.5 +0.8 -3.4 
Egypt 4.26 3.50 6.19 9.00 5,579.2 -2.0 ~27.2 -33.4 
Israel 4.24 4.04 6.17 4.42 425.3 =4.5 -A0 79 
South Africa 8.38 6.97 12.2 9.60 8,808.2 +1.7 +5.8 -4.4 
Tu 1,457,500 651,355 2,121,537 65.00 9,626.0 +4.2 +2.0 -53.1 
Czech Republic 37.3 39.5 54.3 5,51 368.4 -1.9 -23.0 -22.4 Á 
Hungary 279 292 406 10.30 6,357.2 -2.1 -19.0 -17.9 
Poland 4.27 4.36 6.21 15.37 12,477.3 -0.2 -30.1 -32.3 
Russia 29.4 27.7 42.8 25.00 199.97 +3.1 +43.1 +39.5 
EMF (MSCI)? 1.00 1.00 1.46 na 298.6 -2.3 na -10.6 
EMBI+ 1.00 1.00 1.46 na 207.0 +0.5 na +2.5 


*Inflation adjusted. fin $ terms. temerging Markets Free. $J.P. Morgan Chase's Emerging Markets Bond Index Plus. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters: Warburg Dillon Read; 


J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel: Standard 
Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 


Data on more countries are available to subscribers on www.economist.com 
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Politics 





Mustafa Zibri, the 64-year-old 
leader of the Popular Front 
for the Liberation of Pales- 
tine and one of the founders 
of the Palestinian Liberation 
Organisation, was assassi- 
nated by Israeli forces. Mr Zi- 
bri is the most prominent 
Palestinian to be killed by Is- 
rael for more than a decade. 


Israeli troops seized Beit Jala, a 
town in the West Bank, in a 
bid to curb attacks by Palestin- 
ian gunmen on Gilo, a Jewish 
settlement in East Jerusalem. 
Two days later, both sides 
agreed to a ceasefire and to 
withdraw at the same time 
after pressure from the Ev. 


A report by the International 
Food Policy Research Institute 
predicted that the number of 
malnourished children 
around the world would de- 
cline slowly over the next 20 
years, but would increase by 
as much as 18% in sub-Saha- 
ran Africa. 


A tax too far 

Lionel Jospin, France's prime 
minister, suggested that the 
EU take the lead in calling fora 
global “Tobin tax” on cross- 
border flows of capital, to re- 
duce currency speculation 
and volatility. His finance 
minister, Laurent Fabius, was 
not amused. 


Wim Kok, prime minister of 
the Netherlands since 1994, 
announced that he would 
stand down as leader of the 
Labour Party, and named his 
chosen successor to lead it 
into next May's election: Ad 
Melkert, now its parliamen- 
tary floor leader. 


In Macedonia, a NATO force 
began collecting weapons sur- 





rendered by ethnic-Albanian 
guerrillas. It said it expected a 
few thousand; expressing 
widespread Slav-Macedonian 
anger, the government said 
the rebels held vastly more. 
Germany’s Bundestag, with 
dissent from more than 70 
deputies, agreed to back the 
sending of German troops to 
join the NATO operation. 


In Spain, police struck an- 
other big blow against ETA 
terrorism, arresting most of a 
“commando unit” in and 
around Barcelona. ETA hit 
back with a bomb in the car 
park of Madrid airport. 


With a general election less 
than a month away, Poland’s 
prime minister, Jerzy Buzek, 
sacked his finance minister, Ja- 
roslaw Bauc, who had re- 
cently embarrassed colleagues 
by predicting that next year’s 
budget deficit could be as big 
as 11% of GDP. 


No asylum 





A Norwegian freighter carry- 
ing 434 asylum seekers res- 
cued from a sinking 
Indonesian ferry was refused 
permission to land them in 
Australia. The Australian army 
seized the ship and threatened 
to sail it out of territorial wa- 
ters. With the Australian gov- 
ernment facing an election 
soon, it said it was determined 
to protect the country’s “terri- 
torial integrity” from 
would-be immigrants who try 
to land illegally. Australia 
takes more than 10,000 refu- 
gees a year under a UN 
scheme. 


Afghanistan’s ruling Taliban 
allowed Red Cross officials to 
visit eight imprisoned western 
aid workers, who will be put 
on trial accused of the promo- 
tion of Christianity in the 


strictly Muslim country. The 
aid workers were said to be in 
good health. 


There was a big turnout for 
East Timor’s first democratic 
election after centuries of for- 
eign domination. The Timor- 
ese voted for a constituent 
assembly in a ballot run by 
the UN. Independence is ex- 
pected to follow next year. 


China admitted for the first 
time that it was facing a “very 
serious” AIDS epidemic. The 
use of unsterilised needles in 
obtaining blood from donors 
is believed to have spread the 
disease. 


A proposal by Taiwan to in- 
crease its trade with China to 
make up for the fall in its ex- 
ports to the United States was 
dismissed by the Chinese. Tai- 
wan would first have to accept 
the principle of “one China”, 
the government said. 


China indicated that it plans 
to relax its mobility laws, 
ending the bureaucracy that 
bars rural people from moving 
to the cities. 


Mexico’s energy crisis 

The head of Mexico’s state oil 
monopoly gave warning that 
the country’s oil exports could 
drop by two-thirds by 2006 
without private investment. 
The country’s president, Vi- 
cente Fox, is pushing for tax 
and energy reforms in anew 
session of Congress that 
opens this weekend. 


Seeking to implement an aus- 
terity plan aimed at avoiding a 
debt default, Argentina’s gov- 
ernment Said that it plans re- 
forms to health and welfare 
agencies, as well as a consulta- 
tive referendum on streamlin- 
ing the political system. 


Peru’s Congress voted to ap- 
prove a report accusing Al- 
berto Fujimori, a former 
president who fled to Japan 
last year, of crimes against hu- 
manity during the war against 
Maoist terrorists in the early 
1990s. 


Colombia’s army said that it 
had killed at least 50 FARC 


guerrillas and dismantled re- 
bel bases during fighting over 
the past three weeks. 


The Congressional Budget Of- 
fice announced that Amer- 
ica’s budget, excluding Social 
Security, will be in deficit by 
$9 billion in the current finan- 
cial year. President George 


Bush’s administration had ear- 


lier predicted a tiny positive 
balance. The battle over next 
year’s budget intensified with 
Mr Bush demanding more 
money for the armed forces. 





Gary Condit appeared on 
television to half-answer 
questions about the disap- 
pearance of a young intern, 
Chandra Levy. The belea- 
guered congressman could be 
served legal papers contesting 
his denial of an affair with a 
flight attendant. 


Business 


Plummeting demand for chips 
claimed yet more victims. 
Toshiba, Japan's biggest chip 
maker, announced that 
19,000 jobs would go, 10% of 
its worldwide workforce, and 


that it would drastically cut in- 


vestment. It also began talks 
with Infineon, a German chip 
firm, about a merger of their 
memory-chip operations. 
Kyocera, another chip firm, 
said it would cut 10,000 jobs, 
20% of its workforce. 


Gateway, an American com- 
puter maker, announced that 
it would shed around 5,000 
workers, some 25% of the to- 
tal, on top of 3,000 job losses 
announced earlier this year. 
The job losses follow the com- 
pany’s price war with Dell 
and declining technology 
spending as the world econ- 
omy droops. 
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Sam Wyly, a wealthy Texan, 
failed to grab control of the 
board of Computer Asso- 
ciates, the world’s fourth-larg- 
est software company, after 
shareholders re-elected all ten 
incumbents. Mr Wyly had ac- 
cused the company’s manage- 
ment of “chronic abuse of 
customers and employees” 
and of letting the share price 
languish. 


AES, a large American power 
company, made an unsolic- 
ited bid worth $1.4 billion to 
raise its 7% stake and take a 
controlling interest in Compa- 
nia Anonima Nacional Tele- 
fonos de Venezuela, the 
country’s largest telecoms 
company. A rival bid may 

j come from Spain’s Telefonica, 
which also owns 7% of 
CANTV. 


Lucent Technologies an- 
nounced the closure of 
Chromatis Networks, an Is- 
raeli optical-network equip- 
ment maker. The foundering 
telecoms-equipment giant ac- 
quired Chromatis only a year 
ago for shares valued at $4.5 
billion. The same shares are 
now worth just $590m. 


Tyre failure 

Firestone was reported to 
have paid $7.9m to settle a 
lawsuit for injuries sustained 
after tyres that it supplied 
failed on Ford Explorers. Ford 
had settled before the trial for 
$6m. The verdict seemed to 
support Firestone’s contention 
that Ford was partly to blame 
for the accidents. Firestone 
may yet face a thousand simi- 
lar lawsuits. 


Poor prospects for the world 
economy prompted Thyssen- 
Krupp to issue a profit warn- 
ing, its second this year. The 
German steel firm said third- 


quarter results had not met 
expectations and that condi- 
tions were unlikely to improve 
before the end of the year. 


The European Commission 
agreed to allow Italenergia, a 
consortium dominated by 
Fiat, to take over Montedison, 
Italy’s largest private power 
company. However, the com- 
mission said that it would in- 
vestigate again if Italenergia’s 
junior partner, Electricité de 
France, an acquisitive French 
power company, were to gain 
control of Montedison. The 
commission is also consider- 
ing the legality of an Italian 
law that gave EDF, which 
owns 18% of Italenergia, just 
2% of the voting rights. 


Volkswagen won agreement 
from a powerful German 
trade union, 1G Metall, to em- 
ploy 5,000 extra workers for 
less pay and with more flexi- 
ble working arrangements 
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than current employees. The 
deal came after much wran- 
gling; representatives of both 
capital and labour claimed it 
as a victory. 


Cinven, a British venture-capi- 
tal firm, has reportedly agreed 
to pay €2 billion ($1.8 billion) 
to Vivendi, a French media 
group, for a roster of specialist 
publications and medical 
magazines. 


Big banks get smaller 

Credit Suisse Group, owners 
of Switzerland’s second-big- 
gest bank, announced that 
profits were down by 23% in 
the second quarter compared 
with a year ago, to SFr1.3 bil- 
lion ($743m). Further cost-cut- 
ting at CSFB, its investment- 
banking arm, was promised; 
more jobs will probably go on 
top of the 3,000 departures 
announced in the past year. 


J.P. Morgan Chase joined the 
list of investment banks feel- 
ing the pinch. It said that it 
planned to cut costs by up to 
20%; expect both jobs and bo- 
nuses to be cut. 


Down at last 

The European Central Bank 
cut interest rates by a quarter 
of a percentage point to 4.25%. 
Despite widespread and re- 
peated calls to reduce rates, 
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FINALLY! A GLOBAL CONFERENCE 
THE AMERICANS WOULDATTENDI 


this latest move is only the 
second cut this year. 


È From growth to sloth 


US GDP, % increase from the 
previous quarter at an annual rate 
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Source: US Bureau of Economic Analysis 


Growth in America’s GDP for 
the second quarter was re- 
vised down from 0.7% to a 
paltry 0.2% compared with 
the previous quarter at an an- 
nual rate, the worst perfor- 
mance for eight years. The 
economy was saved from con- 
tracting only by a sharp up- 
ward revision of consumer 
spending, as Americans 
shopped even though the rest 
of the economy is sluggish. 


Japan’s government reacted to 
its weakening labour market— 
its official unemployment rate 
hit 5% in July—by preparing to 
unveil measures costing ¥1.7 
trillion ($14.2 billion) to assist 
the jobless. Adding to the 
gloom, industrial production 
fell by 2.8% in July, leaving it 
8.5% down on a year earlier. 





Other economic data and news 
can be found on pages 88-90 











The world this week 7 


P ate 





Professionalism without personality is nothing. And vice versa. 


We like to think that our training programmes, for everyone from aircrew to ground 
personnel, are second to none. But, to reach the standard we demand, it takes 

more than strict schooling. It takes imagination, initiative, and the ability to think 
and act beyond the job. Little wonder that a surprisingly high proportion of our 
Swissair people are already experienced in some other occupation, and have interests 
that range far wider than their careers. Swissair. Welcome. 


For information and booking call your local travel agent or visit www.swissair.com 
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Shadows over Japan 


Rising unemployment is necessary, if Japan is to reshape and recover. But it is not sufficient 


NOTHER week, another set 
of impressive-sounding, or 
painful-sounding, job cuts from 
one of Japan's finest high-tech 
exporters. Last week it was Fu- 
jitsu, the country’s top com- 
puter firm, cutting 16,000 jobs; 
WRIN this week it was the turn of 
Toshiba, a maker of memory chips, laptops and much else, to 
declare its plan to cut 19,000 jobs. Other cuts have come from 
NEC, a big telecoms and chips firm, and more are rumoured to 
be on the way from Hitachi, one of the country’s older con- 
glomerates (see page 51). The whiff of change is in the air: 
along with a new, reformist, no-gain-without-pain prime min- 
ister, Junichiro Koizumi, perhaps corporate Japan is starting to 
restructure, shedding its old lifetime employment rules and 
shaping up for a more vigorous future? 

Alas not. Or at least, not yet. These big job-cut announce- 
ment have more of the old Japan about them than the new. 
Lifetime employment is still being protected: Fujitsu’s cuts 
were mainly overseas, and Toshiba’s are being phased in over 
three years. The pain is being borne mainly by the new school- 
leavers and graduates who will not now be recruited, rather 
than by higher-cost workers, who will be retained. Thanks to 
new consolidated accounting rules, there is less shuffling off 
of redundant workers to travel agencies or other make-work 
subsidiaries than might once have been the case. But these 
firms, and others among Japan’s big battalions, remain un- 
wieldy conglomerates doing far more tasks than they can 
manage efficiently. Hitachi consists of more than 1,000 com- 
panies; Fujitsu of more than 500. 








Too few jobs lost, but far too few created 

The right place to look in order to understand what is happen- 
ing in Japan is at the broader picture. And that picture is look- 
ing steadily worse. If deregulation and real corporate restruc- 
turing get going, a time will come when rising unemployment 
and job-cut announcements are actually good news rather 
than bad, because they will indicate that change really is un- 
der way—as they did, in the 1990s, when countries in Central 
Europe were switching from communism to capitalism. Japan, 
alas, has not yet reached that point in its own transition from 
sclerosis back to capitalism. This week, the official unemploy- 
ment rate rose to 5% of the labour force, the highest since 1953. 
This is a sign of the collapse of smaller firms, where lifetime 
employment has never prevailed, and of falling demand— 
which is why the Tokyo stockmarket fell this week to its lowest 
level for 17 years, despite those big high-tech firms’ apparently 
inspiring efforts to cut jobs and limit their losses. 

On the face of it, the official unemployment numbers sug- 
gest that Japanese joblessness is only a little above that in the 
United States. Yet the true level of unemployment is thought 
to be much higher than the official figure, because many of 
those who have lost their jobs have either not chosen to, or 
been unable to, register for unemployment benefit. Total em- 
ployment has been dropping speedily: since December last 


year 800,000 jobs have gone (on a seasonally adjusted basis); 
over the past four years, the total is almost 1.8m. Since Decem- 
ber last year more than a million people have left the officially 
counted labour force. 

Clearly, with the world economy no longer doing Japan 
any favours, this is a tough moment at which to be considering 
radical reform and restructuring, which is what Mr Koizumi 
has said he is going to implement. As regulations are shaken 
up and firms restructure, unemployment could rise far be- 
yond current levels, depressing consumer confidence, prices 
and demand even more, causing more job losses in an ever 
nastier downward spiral. 


Tune in, reflate, start up 

That is why, as well as his efforts to bring on the pain of re- 
structuring, Mr Koizumi and his government need to keep 
their eyes on two other things. One is by now familiar: de- 
mand, which can be stimulated by an aggressive expansion in 
the money supply. The Bank of Japan has edged tentatively in 
this direction, but is still showing little enthusiasm for the task. 
There is some talk of direct monetary expansion by the Minis- 
try of Finance, which it could achieve by borrowing directly 
from banks to finance its spending rather than (as is normal) 
from the bond market. But there is no sign of more than talk. If 
Mr Koizumi is not to lead Japan into a depression, he will need 
to take a strong personal interest in the money supply. 

The second forms part of Mr Koizumi’s plans for supply- 
side reforms. But it is too often overlooked amid all the talk of 
pain and purges. This is that, outside the financial sector, the 
main target of reform and restructuring must be the encour- 
agement of new businesses and markets, and of new entrants 
to existing markets. Any economy can destroy jobs. It is much 
harder to create them, but if the rise in unemployment is to be 
limited and then put into reverse, that is what must happen. 

It is often claimed that there is no real entrepreneurial cul- 
ture in Japan, so all the new jobs will have to be created at ex- 
isting firms. This is not true. Even well after the post-war age 
when the Sonys and Hondas were being founded, the flow of 
start-ups remained high in manufacturing, distribution and 
services all through the 1960s and 1970s. It was only in the 
1980s that entrepreneurial activity really slowed down, pre- 
sumably as many markets became gummed up by incum- 
bents and by regulation. 

Even now, amid a sliding economy, the fires of entrepre- 
neurship are flickering. The number of initial public offerings 
on Japan's stockmarkets has been rising: there were 18 in July 
and 19 in August, and more than 20 are planned for Septem- 
ber. Many more will be needed. If they are to come, then the 
government will have to force big, old dominant firms, such as 
NTT in telecoms and all the other big utility companies, to stop 
squashing innovation and new competition. Millions of jobs 
were destroyed in America by deregulation. But millions more 
were created by start-ups and by expansions of existing small 
and middling firms. That is what Japan must now do: free its 
budding entrepreneurs. Without them, the growing legions of 
the jobless will have little real hope. = 
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> Russia's foreign policy 





Handling a changed world 


Missile-defence talks and NATO enlargement will test Russia’s new pragmatism 


R since the cold war 
ended, Russia has been 
searching in vain for a foreign 
policy worthy of the great 
power it thinks it still ought to 
be. From the mutual disappoint- 
ments of their early bear-hug- 
ging “strategic partnership”, 
dirough Russia’s deep sulk over its loss of empire and influ- 
ence, to the outright hostility that greeted NATO’s interven- 
tion in Kosovo, western governments too have puzzled over 
how to manage relations with a country that is too large and 





limited defences, but Russia knows that the sort of defences 
Mr Bush has talked about, though they would still offend 
against the ABM treaty as it currently stands, would not 
threaten Russia. Still, some of Mr Bush’s officials talk airily of 
defences on land, at sea, in the air, even in space. Without 
some eventual limits on technology, or on numbers of inter- 
ceptors and how they can be deployed (ruling out weapons in 
space would help), Mr Putin could have little confidence that 
the “understandings” with which America says it wants to re- 
place the ABM treaty will protect Russia’s interests too. 

The best way for Russia to proceed, however, is to negotiate 
with America in good faith. A Russia ready to think creatively 


well-armed to be overlooked, but all too prickly and unpre- about the elements of a new strategic bargain would also help S 
dictable to be counted on. Vladimir Putin has sensibly triedto those on Mr Bush’s team who would prefer to have such a sta- 
counter Russia’s drift to the margins of world affairs by pre- _ bility-preserving deal; there are others, frankly, who would 
senting himself as a more of a pragmatist to do business with. rather press on regardless of Russia. And if the two sides still 
This autumn, the search for a new strategic understanding fail to agree? Russia has no veto over America’s defences. 
with America about nuclear weapons and missile defences, America has said it will go ahead unilaterally if no deal is 
as well as the start of discussions in NATO about further en- done,andit may yet do just that. But Russia would earn a lot of 
largement, will test this new pragmatism to the limit. diplomatic credit for seeking a genuine accord. 

If a new rift is to be avoided, by the time Mr Putin meets Unfortunately, the instinct of Russia’s diplomats and gen- 
America’s president, George Bush, in November, the two will _ erals is still to see the world as a zero-sum game: anything that 
need to have in their minds, if not yet in detail on paper, the America wants, or is seen to benefit from, must be bad for Rus- 4 
outline of a new strategic bargain that will both dramatically sia. But traditional Russian tactics—turning any negotiation 
cut their nuclear arsenals and resolve their differences over into an endurance test(some of those old arms-control treaties 
the future of the Anti-Ballistic Missile (ABM) treaty. Yetsuccess took years to pull off)—will not work with Mr Bush. If Mr Putin 
is still far from certain. Part of the difficulty is that itis hardto really wants talks now under way to get results, he will need to 
over-estimate what is at stake in such a deal for Russia. bang heads together on his own side. 

Mr Putin has been more honest than most in acknowledg- It does not help Russia’s case that some of its own compa- 
ing that it is not dastardly western plots, but Russia’s own nies have been doing a lot (alongside China and North Korea) 
economic and political weakness, that has so greatly reduced to help would-be proliferators, including Iran, Iraq and Syria, 
its standing in the world. By contrast, nuclear weapons and build the bigger missiles that America now sees as a potential 
the raft of cold-war-era treaties with America, including the new threat. With official approval, Russia’s scientists help 
ABM treaty, represent the one flattering measure of Russia’ _Iran’s nuclear industry, despite the country’s barely disguised 
old worth that endures. That is why, although cash-strapped bid to build a bomb; Russia is also selling nuclear fuel to India, 
and badly in need of a deal that will cut the numbers of nu- despite that country’s refusal of full international safeguards. ~ 
clear missiles he needs to maintain, at first Mr Putin simply re- Rather than opportunistically pocketing the cash from such 
fused to contemplate tampering with the ABM treaty, which deals, Mr Putin would do better to stem this flow of technol- 
for 30 years has prevented either side from building the sorts ogy, which could some day pose a direct threat to Russia too. 
of anti-missile defences Mr Bush is now keen to have. 

Instead Mr Putin joined China in a chorus of disapproval, Putin-the-pragmatic 
and tried to drive an ABM-sharpened wedge between Amer- Old diplomatic habits die harder in Russia, but when it comes 
ica and its European allies. But the Europeans refused to play to NATO’s further enlargement, Mr Putin may have learned 
along, and common interests with China—which unlike Rus- something from past mistakes. When NATO first offered to 
sia opposes all missile defences, including non-ABM-offend- open its doors to new recruits from Eastern Europe—Poland, 
ing ones, because it worries these may be used someday to Hungary and the Czech Republic—Russia loudly threatened 
protect Taiwan from China—extend only so far. So in June, at dire consequences, only to discover it had no veto over NATO 
his first face-to-face meeting with Mr Bush, Mr Putin at last decisions and had to back down. All its thundering achieved 
agreed to explore a new set of strategic understandings with was a lengthening queue of countries mustard-keen to join. At +4 


America to replace those of the cold-war years. 

Another difficulty, it has to be said, is that America’s plans 
for new defences have barely taken shape. Mr Bush says his 
aim is to help defend America and its allies against limited 
new threats from rogue states armed with a few long-range 
missiles, not from Russia or China. China’s deterrent is smaller 
and therefore potentially more easily undermined by even 


its summitin Prague next year, NATO Says it will issue more in- 
vitations—how many and for when is yet to be decided. Russia 
is no keener to see NATO grow, especially as this time the 
hopefuls include Lithuania, Latvia and Estonia, once part of 
the old Soviet Union (see pages 22-24). But so far Mr Putin has 
kept his cool. There have been dark mutterings that Russia 


might move its short-range nuclear weapons provocatively » 
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closer to NATO territory. But a more pragmatic Russia would 
instead take a hard look at the damage such cold-war reflexes 
are already doing to its interests in Europe. 

Mr Putin wants Russia to be an accepted European power, 
but his is still an old-style Europe of spheres of influence and 
thus he still demands Russia’s due in its ex-Soviet parts. Yet the 
more Russia banks on trouble in places like Georgia in the 
hope of keeping a grip there, or coddles repressive Belarus, or 
supports anti-reform elements in Ukraine so as to keep that 
country economically dependent, the more those countries 


Racism 


Don’t discriminate 
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that can will keep shuffling nervously away from Russia and 
towards organisations like NATO and the European Union. 

Whether Mr Putin likes it or not, Russia has no more of a 
veto over other Europeans’ futures than it does over America’s 
defence. With luck, Putin-the-pragmatist has started to under- 
stand that. If he can apply that insight to managing relations 
with America and with NATO, however tricky, without all the 
bad-tempered fist-banging of the past, Russia would have the 
makings of a pragmatic new foreign policy—and show itself to 
be a worthy power to do business with. = 


Many groups want governments to discriminate in their favour. But they shouldn’t 


URBAN, in South Africa, is a 
charming city, but dele- 
gates attending the UN World 
Conference Against Racism 
there this week are too angry to 
enjoy its beaches or curry 
nani g houses. America is upset that 
™ the draft declaration is too hard 
on Israel. Western governments are annoyed by demands that 
they should pay reparations for slavery and colonialism, 
while many Africans and African-Americans are furious that 
these demands for reparations have been turned aside. Ethnic 
groups from all around the world have assembled to trumpet 
their grievances and demand “remedial measures”. 

Most of the Durban delegates, like many race-relations “ex- 
perts”, tend to agree that bigotry is everywhere, and getting 
worse. Look at the Balkans, they say, or at America’s inner-city 
ghettoes. They tend also to argue that most disparities in 
wealth between different ethnic groups can be blamed on dis- 
crimination. Their preferred solutions usually involve govern- 
ments doing more: not merely forbidding racial discrimina- 
tion but, when recruiting or awarding contracts, favouring 
groups which have been victimised. Universities should ap- 
ply different standards to applicants from such groups. Com- 
panies should be obliged to hire and promote more of them. 

All this is open to question. Racial discrimination is still a 
huge problem, and is widely and rightly legislated against. But 
in many places it appears to be on the wane. In South Africa, a 
government devoted to keeping whites up and blacks down 
eventually stood aside peacefully to make way for multi-racial 
democracy (see pages 41-42). In Britain, recent race riots ob- 
scure the fact that people of different colours for the most part 
co-exist quite peacefully. Two generations ago, most white 
Britons probably disapproved of inter-racial marriage. Now, 
among the young, it is both common and uncontroversial. 

As countries have grown richer, so the poorest ethnic 
groups have benefited too. Sixty years ago in America, 60% of 
black women with jobs worked as domestic servants. Now, 
only one in 50 does, and black female college graduates earn 
more on average than white female graduates. Racist attitudes 
may still be widespread, but in fewer places do they deter- 
mine an individual's life chances. Several ethnic minorities 
suffer discrimination but are still richer than the majorities 
among whom they live: the Chinese in South-East Asia, the In- 
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dians in east Africa, the Jews in many places. 

People from different tribes are not doomed to squabble. 
Where ethnic antagonism leads to bloodshed, it is usually be- 
cause politicians have inflamed passions to secure their own 
grip on power. The tribal wars in ex-Yugoslavia and Rwanda 
started this way, as did the milder violence in rural Zimbabwe. 


Colour-blind is best 

The trouble with an emphasis on state activism to combat the 
problems that do endure is that even well-intentioned govern- 
ments can do more harm than good. When, for example, the 
South African government allows black-owned firms to 
charge more and still win contracts to build houses or lay wa- 
ter-pipes for the poor, this is splendid for blacks who own con- 
struction firms, but leaves the poor, who are mainly black, 
with less shelter or clean water. When American universities 
admit blacks and Hispanics with lower exam scores than oth- 
ers, they make it more likely that they will fail to graduate at all. 
In Nigeria, affirmative action in favour of the majority tribes in 
all 36 states means that, in the words of Chinua Achebe, anov- 
elist, “It would be difficult to point to one important job held 
by the most competent person we have.” 

It may seem naive to argue that governments should be col- 
our-blind, but wasn’t that Martin Luther King’s dream? All citi- 
zens should be equal before the law. States should not dis- 
criminate, “positively” or otherwise. There may be sensible 
exceptions. In countries struggling to end or avoid civil war, or 
where certain groups have recently been subject to state-man- 
dated discrimination, a short dose of positive discrimination 
may be the least bad way forward. But such measures should 
be a last resort, and come with an expiry date. 

In most countries, most problems are better tackled with- 
out reference to race. Efforts to relieve poverty should focus on 
poor people. Those who win civil-service jobs through affir- 
mative action tend to be middle-class, and the beneficiaries of 
“affirmative procurement” are often rich. Likewise in educa- 
tion: if black Americans or native Malays in Malaysia are scor- 
ing lower marks than other groups, the answer is to improve 
their schools, not to tell them they need not meet the same 
standards as others. Allocating public favours by ethnic group 
can Balkanise societies and make large chunks of the popula- 
tion reliant on the state. Treating citizens as individuals en- 
courages them to think of themselves that way, and helps 
break down the stereotypes on which racism thrives. m 
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Hedge funds 


Fool’s gold 


They may be becoming boring, but many more people are going to be fleeced by hedge funds 


IS galling. There you are 
around the barbecue, the only 
person not smugly invested in 
hedge funds—which, every- 
body else is quick to remind 
you, not only handsomely beat 
shares during the bull market, 
but have now kept out of reach 
of the bears. “Long on equities?”, your neighbours sneer, as if 
you had a bad case of garden gnomes. 

Most people can name no more than three hedge funds: 
Long-Term Capital Management (LTCM), which was bailed 
out in 1998, and George Soros’s Quantum and Julian Robert- 
son's Tiger funds (wound down and closed, respectively, be- 
cause of their rotten returns). Yet investors are now pouring 
their money into little-known hedge funds, which have dou- 
bled in number over the past five years, to 6,000, managing a 
total of over $500 billion (see page 59). They are doing so be- 
cause they believe that hedge funds always outperform. 

One hedge-fund consultant goes further: “You're not buy- 
ing an asset class, you're buying a skills-set.” Hedge funds, that 
is, are purveyors of alchemy. Take a sample disclosure docu- 
ment. “Buy and sell decisions,” it runs, “will, in many cases, be 
made and executed algorithmically according to quantitative 
trading strategies embodied in analytical computer software 
running [the manager’s] computer facilities.” It is almost like 
the old spoof of the South Sea bubble era: “an undertaking of 
great advantage, but no one to know what it is.” Who cares 
that your manager won't tell you how he invests? He’s charg- 
ing you so much (1-2% annual fees, plus 20% of any upside) 
that he must be good. His $400,000 minimum investment is 
proof only of his (and your) discrimination. Not for him to be 





George Bush and the budget 
Of numbers and a man 


The president needs to be tough with Congress on spending 


EXT week, Congress recon- 

venes after the Labour day 
æə holiday. September will be 
dominated by the budget for the 
- next fiscal year, which begins on 
October ist. For George Bush, 
this involves two awkward- 
nesses. First, Congress, includ- 
ing the newly Democratic Senate, controls the timing of the 
various spending bills. And second, the whole numbers busi- 
ness has become rather tricky for Mr Bush now that he stands 
accused of having wasted Bill Clinton’s budget surplus on his 
tax cut. The Congressional Budget Office says that the current 
year’s budget will be balanced only after filching $9 billion 
from the “untouchable” Social Security trust fund. 
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judged by some plebeian benchmark of “relative” perfor- 
mance. He is in the business of “absolute” returns. 

For how much longer? Increasingly, institutional inves- 
tors—notably Calpers, California’s public pension fund, and a 
group of Ivy League endowments—are investing in hedge 
funds as a way to spread their risks. Their presence is wel- 
come, for they reject hedge funds’ disdain for benchmarking. 
They want more disclosure about funds’ strategies and their 
risk-management systems. The alchemists’ mystique, a key 
selling-point for rich individuals, is a turn-off for institutional 
investors, who see it as just one extra, highly idiosyncratic risk. 


Hurry, while the fun lasts 

In the long run, a flood of institutional money should ensure a 
less opaque industry, and perhaps also one with fewer 
chances for spectacular returns. More money will be fighting 
over the same opportunities: in bond arbitrage, “special situa- 
tions”, distressed debt, and so on. Managing hedge funds will 
become as boring as managing ordinary ones. Good. 

Until then, many more wealthy fools are likely to be parted 
from their money. Hedge funds are now offered not just to the 
filthy rich, but to the “mass affluent”. The pitch is that hedge 
funds have produced better, and less volatile, returns than the 
bond or equity markets as a whole. If that is trtue—and it is dis- 
puted-—it is only in the aggregate. Choosing among individual 
managers and investment styles is near-impossible, given 
their scant or even misleading information. The term “hedge 
funds” suggests a judicious balancing of risks, but it is almost 
always a misnomer. In sympathy for Barbra Streisand, who 
once lost over 98% of a hedge-fund investment, The Economist 
calls for the industry to be officially renamed. “Goodbye 
Lolly” funds, perhaps? m 


Congressional Democrats have reason to think that the 
budget might win them votes. A recent poll found that Ameri- 
cans are far more likely to hold the president “very responsi- 
ble” for the declining surplus than them. In fact, Mr Bush 
should be able to turn the government's finances to his advan- 
tage—both in Congress and in the country at large. 

Begin with the numbers for the current year. Raiding the 


pensions of widows to pay off his rich friends certainly ties in t$ 


with one of Mr Bush’s more unfortunate stereotypes. In fact, 
Mr Bush is more like a robber being charged for burgling one 
of the few houses he has not visited. The dodgy numbers in 
Mr Bush's tax cut come not this year, but towards the end of 
the decade, where he makes heroic assumptions about reve- 
nues just when the demands of the retiring baby-boom gen- 
eration on government services will begin to mount. 
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This year’s tax cut was originally a Democratic idea—and 
nota bad one at that. A slowing economy demands some fis- 
cal easing. Surpluses tend to be deflationary, because the gov- 
ernment takes money out of the economy. Against this back- 
ground, a deficit of $9 billion in a budget of $2 trillionis close to 
a neutral position. 

As for the Social Security trust fund, dipping into some- 
thing that you originally promised to use only for paying 
down the national debt is certainly bad politics. But the trust 
fund is largely an accounting fiction. What matters far more is, 
first, pushing ahead with the partial privatisation of the pen- 
sion system (which would put more money beyond Con- 
gress’s grasping fingers), and, second, making sure that the 
government's finances are back in surplus to provide for those 
baby-boomers. 

That means reining in spending programmes—and ties the 
argument back to Mr Bush’s other awkwardness, the battle 
with Congress over next year’s budget. Here the president has 
already won a victory. For better or worse, his tax cut has 
changed the tenor of political debate from where to spend the 
surplus to where to save money. Can Mr Bush reinforce this? 

In all there are 13 appropriations bills to pass. Those bills 


have already earmarked $661 billion of spending. Some an- 
alysts calculate that this leaves room for only $9 billion of extra 
money to be spent without dipping into Social Security. 
Meanwhile, Mr Bush wants to spend $18 billion more on the 
armed forces (including $3 billion on missile defences). The 
House wants to spend even more on education. There are also 
various demands for more for farmers, more tax breaks and, 
needless to say, buried within the details, whole piggeries’ 
worth of prime congressional pork for needy constituents. 

The Democrats are likely to torment the president: they 
may well, for instance, keep military spending back till last. As 
the horse-trading begins, the temptation for Mr Bush will be to 
bribe his way past his opponents-—to agree to their spending 
plans if they accept his, and to invent some accounting jiggery- 
pokery to explain it all. Instead, the accent must be on holding 
the line (in the final extreme, by use of the veto), reducing his 
own demands and getting rid of the pork. This has less to do 
with the current macroeconomic situation, which could easily 
accommodate and may even require a budget deficit, than his 
future plans, for which a spending spiral would be lethal. If he 
can keep spending down now, the rest of his predictions will 
begin to make more sense. m 





Surnames 


As easy as ZYX 


Itis time to stand up for the alphabetically disadvantaged 


~ VER the past century, all 

bits vn kinds of unfairness and 

n = discrimination have been de- 

a nounced or made illegal. But 

one insidious form continues to 

A ) thrive: alphabetism. This, for 

those as yet unaware of such a 

sad affliction, refers to discrimi- 

nation against those whose surnames begin with a letter in 
the lower half of the alphabet. 

It has long been known that a taxi firm called AAAA cars 
has a big advantage over Zodiac cars when customers thumb 
through their phone directories. Less well known is the advan- 
tage that Adam Abbott has in life over Zoé Zysman. English 
names are fairly evenly spread between the halves of the al- 
phabet. Yet a suspiciously large number of top people have 
surnames beginning with letters between A and K. 

Thus the American president and vice-president have sur- 
names starting with B and C respectively; and 26 of George 
Bush's predecessors (including his father) had surnames in the 
first half of the alphabet against just16 in the second half. Even 
more striking, six of the seven heads of government of the G7 
rich countries are alphabetically advantaged (Berlusconi, 
Blair, Bush, Chirac, Chrétien and Koizumi). The world’s three 
top central bankers (Greenspan, Duisenberg and Hayami) are 
all close to the top of the alphabet, even if one of them really 
uses Japanese characters. As are the world’s five richest men 
(Gates, Buffett, Allen, Ellison and Albrecht). To cap it all, the 
editor, deputy editor and chief executive of The Economist are 
blessed with surnames starting with £, c and A respectively. 

Can this merely be coincidence? One theory, dreamt up in 
all the spare time enjoyed by the alphabetically disad- 





vantaged, is that the rot sets in early. At the start of the first year 
in infant school, teachers seat pupils alphabetically from the 
front, to make it easier to remember their names. So short- 
sighted Zysman junior gets stuck in the back row, and is rarely 
asked the improving questions posed by those insensitive 
teachers. At the time the alphabetically disadvantaged may 
think they have had a lucky escape. Yet the result may be 
worse qualifications, because they get less individual atten- 
tion, as well as less confidence in speaking publicly. 

The humiliation continues. At university graduation cere- 
monies, the ABCs proudly get their awards first; by the time 
they reach the Zysmans most people are literally having a zzz. 
Shortlists for job interviews, election ballot papers, lists of 
conference speakers and attendees: all tend to be drawn up al- 
phabetically, and their recipients lose interest as they plough 
through them. Joint authors of economic papers are listed un- 
der the name that falls first in the alphabet. 

What is to be done? Awkward though it may be for the in- 
dependent-minded, women can at least achieve alphabetic 
advancement by marrying “up”. Thus Ms Zysman could be- 
come Mrs Abbott. But by adulthood the damage has already 
been done. Parents could change their names to give their chil- 
dren a better start in life. But a class made up only of little Aar- 
ons and Abbotts could be horribly confusing. 

It would be hard, perhaps impossible, to stop alphabetism. 
But do not give up hope, all you Ps, Qs and Ws. The alphabeti- 
cally disadvantaged may not become presidents, central bank- 
ers or rich, but they seem to thrive at running firms. Nine of the 
world’s ten biggest companies (by revenues) are run by bosses 
with names that begin in the second half of the alphabet. An 
old theory thus gains credence. Only those who have battled 
against the odds will really make it in business. m 





m Letters 


Bioethical issues 


SIR - Your article on Leon Kass 
(Lexington, August 18th) is off 
the mark. Mr Kass acknowl- 
edges readily and frequently 
the promise and benefits of 
science. And your attempt to 
portray him as politically on 
the right is misleading. Mr 
Kass’s personal style and nu- 
anced perspectives transcend 
simplistic political caricatures. 
Moreover, despite more than 
three decades contemplating 
bioethics, he remains reluc- 
tant to posit answers to the 
moral questions raised by 
modern science. 

Most importantly, Mr 
Kass’s “wisdom of repug- 
nance” is not an argument 
that implies we ought not to 
overcome fertility or cure a 
crippling illness because en- 
visioning humans with horns, 
wings, gills and tails is dis- 
comforting. Rather, it is a 
thoughtful acknowledgment 
that in the face of a sometimes 
overwhelming and often un- 
questioning drive toward 
medical progress, human na- 
ture still provides us with an 
emotional mechanism to help 
decipher right from wrong. Mr 
Kass rightly argues that this 
mechanism tells us that we 
ought not to be complacent 
about what is at stake, for 
where our reason may find ex- 
cuses to justify complacency, 
our repugnance cannot. 
MARTIN STEIN 
Lake Forest, California 


SIR - I am delighted that Mr 
Kass has been influenced by 
C.S. Lewis’s “The Abolition of 
Man”—but disappointed by 
your account of this influence. 
What worries Lewis (and Mr 
Kass) is not the blessings of 
science, which few cannot ad- 
mire, but the effect of scientific 
progress on our ethical think- 
ing. This has not only resulted 
in more blessings (with occa- 
sional slips, like the atom 
bomb) but has helped to make 
what you call “a society that 
tends to reduce all choices, 
however profound, to the 
level of consumer prefer- 
ences.” Lewis envisaged a hy- 
pothetical future when ethical 
norms are not just chosen but 
produced, manipulated and 


changed at “will” into any- 
thing we humans “want”. This 
would mean what Lewis 
called the abolition of man (ie, 
of humanity) because there 
would be nothing left of hu- 
man motivation to distinguish 
it from that of animals. 

Thus, Lewis throws light 
on the nature of ethics. This 
hypothetical future will be ei- 
ther impossible or repellent, 
underlining a distinction that 
has, for all practical purposes, 
been progressively blurred by 
the progress of science. Ethics, 
including bioethics, is not 
what we choose but on what 
we base choices. Ethics may 
be both more difficult and 
more interesting than simply 
increasing people’s choice and 
freedom of choice; it may also 
be more important. Anyway, 
it is something quite different. 
AREND SMILDE 
Utrecht 


Soviet-era debt 


SIR - Your account of Russia’s 
dealings with Noga, a Swiss 
trading company, is inaccurate 
(“Pay up”, June 30th). Noga 
sought over $1 billion in ar- 
bitration. The arbitrators 
awarded Noga $48m plus in- 
terest and found that Russia 
did not cause Noga’s financial 
difficulties. Recognising that 
Russia cannot honour its So- 
viet-era debts, Russia's Paris 
Club and London Club credi- 
tors have restructured almost 
$60 billion of debt. Russia has 
agreed with the Paris Club not 
to grant preferential terms to 
any other creditor. Russia also 
recently agreed restructuring 
terms for its Soviet-era trade 
debt with creditor represen- 
tatives in 12 countries, includ- 
ing Switzerland, and has 
invited Noga to participate in 
this restructuring. Noga’s insis- 
tence on full payment in pref- 
erence to other creditors is 
ironic given that in 1998 Noga 
discharged under Swiss bank- 
ruptcy law its own debts at 
12.78% of their face value. 
These debts included tens of 
millions of dollars of damage 
awards held by Russian com- 
panies. 

The Russian government is 
strongly committed to the rule 
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of law. This principle is a two- 
way Street. Noga’s recent at- 
tempts to attach military air- 
craft is only the latest example 
of its repeated abuse of the le- 
gal system to attach assets im- 
properly that are either 
immune from seizure or do 
not belong to the Russian gov- 
ernment. 

SERGEI KOLOTUKHIN 

Deputy finance minister 

Moscow 


Non-return of the native 


SIR - As a native Iowan living 
in London for the past nine 
years, I read the article on 
Governor Tom Vilsack’s plan 
to persuade people to live 
there with interest (“Fare thee 
well, Iowa” August 18th). As 
one of the people he may be 
interested in reaching, I sug- 
gest that Iowa lacks a diverse 
and dynamic culture, and un- 
til that problem is addressed 
no one will be attracted. lowa 
does have high social capital 
(good schools, short com- 
mutes, little crime and cheap 
housing) but there must be a 
high correlation between such 
a measure and what I might 
call unscientifically a bore- 
dom index. Resident lowans 
need to be less socially conser- 
vative and more welcoming to 
new ideas about what is cul- 
turally valuable; only then 
will people consider Iowa as a 
place to live and work. 

But I grant you that Mr Vil- 
sack will not be too worried if 
his plan fails to attract people 
to Moline. It is in Illinois. 
BRYAN BRINKLEY 
London 


Road safety in Brazil 


SIR - As a Sao Paulo resident 
of three years, it is important 
to point out that the level of 
nervousness about the vio- 
lence here is not directly re- 
lated to the actual threat of 
attack (“Bullet-proof in Alpha- 
ville”, August 18th). Sao 
Paulo’s inhabitants suffer from 
a high degree of urban para- 
noia stemming from the 
knowledge of the huge gap be- 
tween rich and poor in Brazil, 
and the underclass that this 


creates. Also, it is increasingly 
“chic”, as well as a sign of 
wealth, to bullet-proof your 
car. Paulistanos are notori- 
ously vain, and particularly 
image conscious. 

Around 80% of all violent 
crime here occurs in the fave- 
las (shanty towns), fuelled by 
drug dealing, drinking and 
poverty. Middle-class Paulista- 
nos never go anywhere near 
favelas, even though their 
maids and drivers probably 
live in one. The middle classes 
would prefer to forget about 
this situation, rather than pay 
more taxes to rectify it. 

GAIL MOWAT 
Sao Paulo 


SIR - You consider security, 
just one aspect of the inability 
of the Brazilian government to 
perform its basic functions. 
Education and health care are 
other areas in which affluent 
Brazilians have chosen private 
provision over poor state ser- 
vices. The feeling is that every- 
body has to look after their 
own well-being, regardless of 
the rest. This could end with 
the complete failure of the 
government to create an envi- 
ronment where society can 
discuss and agree on minimal 
common goals. 

GABRIEL PRIVEN 

Sao Paulo 


Landmark decision 


SIR - If the European Union 


wants to promote a visible fea- * 


ture of Brussels, I can think of 
none better than the Grand 
Place (“A bureaucracy by any 
other name”, August 4th). The 
present Eu leadership would 
probably not be enamoured 
with a marketplace as its sym- 
bol. However, it should be 
mollified by the fact that the 
Grand Place is surrounded by 
guildhalls, symbolically 
guarding against any mean- 
ingful forms of free enterprise. 
ROGER FOSTER 

Alexandria, Virginia @ 
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PURCHASING AND SUPPLY MANAGEMENT CONSULTANTS 
EUROPE 


As a leading giobal management consulting firm, McKinsey & 
Company helps clients achieve substantial and lasting 
improvements in their performance. Since effective purchasing 
Strategies are fundamental to the success of all businesses, 
our consultants add real value to this function in every industry 
in which our clients compete. 

By joining our pan-European Operations Strategy & Effectiveness 
Practice, with offices in Germany, Austria, Switzerland, France, 
Belgium, Italy, Spain, Scandinavia and UK, you will create 
innovative Sourcing strategies for major mult-ational organizations 
and deepen your expertise. Although you may join us in any of these 
European offices, you will be able to take full advantage of the 


development opportunities we offer across 83 offices in 44 countries. 


Such a challenge requires exceptional credentials. An in-depth 
knowledge of purchasing and supply management and 


experience in leading purchasing functions through strategic 
transformation are essential. Alongside two to four years’ 
relevant industry experience, you will need a strong academic 
record, exceptional problem solving skills and a high degree of 
intellectual curiosity, as well as fluency in at least one other 


European language. 
E 5D 


if you can contribute to our clients' success, we can offer 
you the opportunity to make a significant difference in your 
own Career. 


To apply, please send your CV and salary details to the 
Recruiting Coordinator, Anja Stein, McKinsey & Company, 


79 avenue des Champs-Elysées, 75008 Paris, France or 
email: pa-ce_purchasing@mckinsey.com 


www.mecekinsey.com 


McKinsey&Company 
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j Executive Focus 


EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main 
on | June 1998, is seeking to fill the vacancy detailed below in the ECB 
Audit Division of the Directorate Internal Audit. 


The ECB has its own terms and conditions of employment, including 
a competitive salary structure, retirement plan, health insurance and 
relocation benefits. Candidates must be nationals of a Member State 
of the European Union. 


AUDITOR 
(Ref.: ECB/083/01/II/TE) 


The Directorate Internal Audit of the European Central Bank (ECB) 
is seeking to strengthen its team of 19 auditors and support staff by 
appointing a Financial Auditor to the ECB Audit Division. The successful 
candidate’s principal task will be to carry out reviews within the ECB 
with the main objectives of regularity, security and efficiency. Although 
the work will mainly focus on the area of financial market operations 
activities, the successful candidate will also be involved in a wide 
variety of other audits. 


The successful applicant will establish audit programmes, carry out 
investigations and write audit reports which may contain recommenda- 
tions. He/she will also provide audit assessments of new projects or 
procedures developed by the ECB for its own use or on behalf of the 
ESCB, and will participate in the development of internal controls 
within the ESCB. 


ion xperienc 
Advanced university degree or proven ability to perform the tasks 
commensurate with such a formal academic qualification. 
Proven professional experience (two to five years) in financial market 
operations activities (e.g. dealing room’s front office or back office, 
middle office), preferably in the financial market community or in the 
central banking sector. 
Proven professional experience (two to five years) in financial audit 
in the banking or central banking sector, as well as a certification 
(e.g. CLA, or chartered accountant certification recognized in at least 
one member-state of the ESCB), would be also considered. 
Good communication skills, self-motivation and a sense of initiative. 
The ability to work in a team and under time pressure, 
Proven ability to report and present findings and recommendations in 
a clear and concise manner. 
Practical knowledge of the standard Microsoft Office packages ( Win- 
dows NT, MS Office Professional). 
Very good command of English with proven drafting ability. Working 
knowledge of at least one other official Community language is 
required. 


Applications should be submitted in English and include a covering 
letter, curriculum vitae and a recent photograph, together with references 
confirming the required experience and skills, They should be addressed, 
quoting the reference number, to the European Central Bank, 
Directorate Personnel, Postfach 16 03 19, 60066 Frankfurt am 
Main, Germany and should reach the ECB no later than 26 September 
2001. Applications will be treated in the strictest confidence and will 
not be returned. 


This vacancy has also been posted on the ECB’s website at www 
To meet the deadline, a copy may be sent by fax to +49 69/1344 7979 


or by e-mail to recruitment@ecb,int. However, a signed application 
must still be sent by post. 





a. GTZ is seeking for 
ng 
ataa Onni ani Eiaha Carepasn Cesniuied; Adasi Cesar fale 


Consultants/Senior Advisors 


specialised in 


E Economic Policy 
and Public Finance 


* macroeconomic ana and policy advice 
* sector policy re sep trade and WTO * approximation of national 


* tax and budgetary reform Ẹ 
sá jaration se oe tons laws 


+ budget cycle management 
+ IT solutions and information management 
* tax and budget review etc. 


W Privatisation 
* privatisation policy and strategy 
* advice on good requletion/deranuledon and 


corporate governance 
* advice on related social and labour issues 
+ integration into the International and 


European markets 


Qualification: EU national with proficiency in English or French; working experience 
in transition countries; knowledge of Russian highly desirable. The ability to work in inter- 
disciplinary teams and excellent communication skills are also essential. Experience in 
staff training of partner institutions would be a valuable asset. 

GTZ (Deutsche Gesellschaft für Technische Zusammenarbeit) GmbH operates glo- 
bally on behalf of the German Government as well as other governments and inter- 
national donors, assisting and advising on the implementation of technical 
assistance projects in transition and developing countries. 


and drafting of legislation 
ond legal k Babee 


+ trade law (WTO accession). 
* legal framework for market 


economy and privatisation, 


Application: Please send a detailed resume to 
Susanne Schuessler, Deutsche Gesellschaft für 
Technische Zusammenarbeit (GTZ) GmbH, Postfach 
5180, 65726 Eschbom, Germany, Fax +496 196 797450, 


e-mail: dg-team@quz.de, quoting reference S100, 
http://www.gtz.de 


Malawi Privatisation Commission 
Privatisation Advisor 


The Malawi Privatisation Agency was established in 1996 as an independent 
statutory authority to implement Government's privatisation programme. Out of | 
approximately 100 state-owned enterprises scheduled for privatisation, 45 have been 
privatised to date. The Government recently received a credit from the World Bank 
to assist the Commission in privatising the country’s utilities and selected other 
major enterprises. The credit also includes a component to fund the cost of a full time 
advisor to the Commission. 


The Commission is now looking for a suitable candidate to take up the position of 
privatisation advisor for a period of up to three years working at the Commission’s 
office in Blantyre. Candidates will be expected to have at least ten years of relevant 
experience including at least five years with privatisation, preferably in Africa or in 
other developing countries. The candidate will be expected to work with the four 
professionals in the Secretariat that oversee all aspects of the privatisation 
programme and supervise the work of the consultants who advise on and implement | 
the larger transactions. 


A competitive salary package is available. 


Candidates should send their CV (email, fax or post) to reach the address below by 
no later than 17 September 2001. 


The Executive Director 
The Privatisation Commission 
PO Box 937 
Blantyre 
MALAWI 
Tele: (265) 623 655 
Fax: (265) 621 248 


privatisation.purp@ A frica-online. net 
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Executive Focus 


Department for 


Work and Pensions 
THE AGENDA FOR CHANGE 


There could not be o more exciting time to join the newly formed Department for Work & Pensions (DWP). Created to make a reality of the Government's aim to 
promote opportunity and independence for all, the new Department, which provides a service to virtually everyone in the country at some time, is reshaping itself to 
change radically the delivery of services to customers, By bringing together the former Departmental responsibilities for social security and employment services, 

the DWP will deliver a range of new services. By April 2002, two new businesses will be formed, Jobcentre Plus and the Pension Service, and a third, the Child Support 


Agency will be transformed. 






The scale of the operation is huge. The DWP employs 125,000 people - one quarter of the Civil Service - in 2,000 locations across the country. Every day, through front 
line offices, the DWP takes 10,000 job vacancies from employers; places 5,000 unemployed people into work; makes 3.5 million benefit payments - worth some £360 
million; handles 1,000 appeals on benefit payments and other issues and has over a million personal contacts with its customers. 

The DWP's key objectives for the future are to sustain a higher proportion of people in work than ever before, while providing security for those who cannot work; to 
halve child poverty within a decade; to tackle pensioner poverty and to improve access and accessibility by modernising and upgrading its services. The success of 
this ambitious programme depends not just on the effective and efficient provision of services, but also on creating a cohesive culture of joint working throughout 
the whole organisation, and a total commitment to meeting customers’ needs. 
Ahead lies an enormous programme of change which, within a highly ambitious timescale, is probably currently the mast demanding in Europe. To help deliver its 
aims the DWP now seeks to fill a number of newly created key appointments with individuals of exceptional colibre. 


GROUP HUMAN RESOURCES 
DIRECTOR 


* Shaping the vision and values of the new DWP; 
creating coherent HR strategies to enable delivery 
of new customer focused businesses 

* Reporting to the Permanent Secretary, member of 
top Executive Team 

* Candidates will have been successful in senior HR 
positions, at Director level or equivalent in a large, 
complex business in either the private or public sector 

Location: London - Negotiable Ref: DWP-HR/1-Econ 


JOBCENTRE PLUS HUMAN 


RESOURCES DIRECTOR 

* Engaging with people in a business of 80,000 
staff; creating the HR policies and strategies on 
which the creation of a new, customer focused 
business depends 


Reporting to the Chief Executive as a member of 
the Jobcentre Plus Board, with additional corporate 
responsibilities to the Group HR Director 
Candidates will have proven success at a senior 
level in developing and delivering HR strategy 

in a large scale environment where people are 
crucial to service delivery, and ideally involving 
cultural change 

Location: London, Leeds or Sheffield 

Ref: DWP-HR/2-Econ 


PENSION SERVICE CUSTOMER 
STRATEGY AND HR DIRECTOR 


* Responsibility for customer strategy and delivery of 
HR services; planning and implementing fundamental 
change in product range, business processes, 
organisation structure and systems infrastructure 

* Reporting to both the Managing Director for 
Pensions and the Disabled and the Chief Executive of 
the Pension Service, as a member of the Executive 
Team of the Pension Service, with additional 
corporate responsibilities to the Group HR Director 

* The appointed candidate will be a senior manager 
with experience of customer-facing business, 
preferably in financial services; experience in 
HR is desirable 

Location: Negotiable 


Ref: DWP-HR/3-Econ 
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GROUP FINANCE DIRECTOR 


* Transformation of financial planning and 
processes to support £100 billion benefits 
spending, £4.5 billion running costs 

* Principal Finance Officer reporting to the Permanent 
Secretary; member of top Executive team 

* Candidates, CCAB qualified, will have headed a 
Finance function in a large, complex organisation 
in the public or private sector. Understanding IT 
investment and familiarity with Government 
Accounting would be an advantage 

Location: London - Negotiable Ref: DWP-FD/1-Econ 


JOBCENTRE PLUS FINANCE DIRECTOR 
PENSION SERVICE FINANCE DIRECTOR 


* These two appointments, with similar specifications, 
which will play a vital part in the creation of two 
new businesses in DWP; acting as principal financial 
advisers to the Chief Executives and Boards 
Reporting to the relevant Chief Executive and a 
member of the Boards of the respective businesses, 
they will also have corporate responsibilities to the 
DWP Group Finance Director as members of the 
Departmental Finance team 

Candidates will be CCAB qualified finance 
professionals with substantial post qualification 
experience in management accounting, financial 
advice to policy makers and financial aspects of 
performance management 

Location: London, Leeds or Sheffield - Negotiable 
Refs: Jobcentre Plus Finance Director DWP-FD2-Econ 
Pension Service Finance Director DWP-FD3-Econ 


JOBCENTRE PLUS EMPLOYER 
SERVICES DIRECTOR 


* Helping Jobcentre Plus to become a world class 
business-facing organisation. Responsible for 

all products and services to employers, including 
helping to fill over 2 million job vacancies each 
year in line with employers’ expectations 
Reporting to the Chief Executive of Jobcentre 
Plus as a member of the Jobcentre Plus Board 
This appointment requires strong commercial and 
account management experience gained within a 
large, complex private/public sector organisation 
Location: London, Leeds or Sheffield 

Ref: DWP-ES/1-Econ 


Salaries for all these posts are negotiable to reflect 
the skills and experience of the successful 
candidates. These posts are offered on a 3-year 
fixed-term appointment basis with the possibility of 
extension or permanency. 

Applications, in the form of a comprehensive CV 
together with a short statement (around 500 words) 
explaining how your experience fits with the 
relevant appointment, should be made (preferably 
by email) to the NFP Practice, Heidrick & Struggles 
International Inc., Consultants in Executive Search, 
100 Piccadilly, London W1V 9FN. 

Please quote reference number of the particular 
appointment which is of interest. 

Email: whitehall@h-s.com Fax: +44 20 7491 5991 
Closing date for applications is 21 September 2001 
The DWP is an equal opportunities employer 


C 





HEIDRICK & STRUGGLES 
INTERNATIONAL 


all 


IUCN - The World Conservation Union was founded in 1948 and brings together 79 states, 112 
government agencies, 760 NGOs, 37 affiliates, and some 10,000 scientists and experts from 181 
countries in a unique worldwide partnership, its mission is to influence, encourage and assist societies 
throughout the world to conserve the integrity and diversity of nature and to ensure that any use of 
natural resources is equitable and ecologically sustainable 


The World Conservation Union 


With the appointment of Achim Steiner as its new Director General, IUCN is creating a number of positions working at the interface of strategic 
management, communication and conservation. We are looking for outstanding individuals and pioneers who wish to become part of a change 
management effort that will redefine the boundaries for the world’s leading environmental membership organisation. Central to this effort will be a new 
approach to communicating and working with key constituencies such as member organisations, partners, donors, the media, the private sector and the 
worldwide community of scientists and sustainable development managers. To help lead and inspire this exciting effort we wish to appoint a 


DIRECTOR - CORPORATE STRATEGY, PARTNERSHIPS AND COMMUNICATION 


The incumbent will play a central role in shaping the future of IUCN. Working with a global and dynamic team, the Director will lead the development 
of the Union’s corporate strategy and global plan for revenue generation, assume lead responsibility for |UCN’s global communication team and strategy, 
develop our objectives and approach for future engagement with the private sector and manage the units for membership and donor relations. While 
we are looking for exceptional CVs our key criteria for appointment will focus on your ability to lead, communicate and inspire in a complex institutional 
and multi-cultural environment. 


fo support the development of IUCN’s communications programme we are also inviting 
COMMUNICATIONS PROFESSIONALS 


to contact us. In October we plan to assemble a new COMMUNICATIONS TEAM at our Headquarters. We are looking for highly skilled and dynamic 
professionals in the fields of communications strategy and corporate profile, media relations and public relations for special events and initiatives of 
IUCN. 


For further details on IUCN — The World Conservation Union and its activities, detailed position descriptions and other vacancies please visit us at one 
of our 90 websites which you can access at: 


www.iucn.org 


Candidates interested in any of the above positions should apply before 30 September to: 
Director - Human Resources Management Group 

IUCN — The World Conservation Union, 28 rue Mauverney, 1196 Gland, Switzerland 

Fax + 41 22 999 0339, E.mail: vacancies@hq.iucn.org 


IUCN has approximately 1000 staff, most of whom are located in its 42 regional and country offices while 100 work at its Headquarters in Gland, Switzerland 
IUCN is an equal opportunity employer and welcomes applications from qualified women and men 


Did you show people a way to sustain themselves? 
Provide a means to ease their suffering? 
Build the foundation for lasting peace? 


- 
- % 


The World Bank is the world’s leading development organization. Its mission is to alleviate poverty and improve 
people’s lives. Women and men from all over the world have joined the Young Professionals Program to 
contribute to our mission. 


If you are interested, and have at least a Masters Degree in economics, finance, social sciences, or in a technical 
field, speak fluent English, have at least three years of experience, and are under 35 years old, go to our Website 
at: www. worldbank.org/careers for our online application or fax/post a detailed curriculum vitae in 
English,specifying your nationality, birthdate and gender by September 30, 2001, to: 


The Young Professionals Program 
The World Bank Group 

1818 H Street, N.W., H 4-410 
Washington, D.C. 20433, USA 

Fax: 202-522-3741 
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Executive Focus 


Home Office 


CAANT S 





PRICEWATERHOUsE(OOPERS [3 


EXECUTIVE SEARCH & SELECTION 


DRIVING UP STANDARDS 
DIRECTOR - POLICE STANDARDS UNIT 


CENTRAL 


The delivery ot public services is at the heart of the Government's agenda. 
The Home Secretary has set up a new Unit to drive up pertormance across 
police forces in England and Wales. The Unit will for the first time ensure 
a consistent approach to standards and the sharing of good practice across 
every police force and divisional command in the country. It will 
implement new approaches, based on what works on the ground and will 
engage with the police at every level, to support their work in building a 
safer community, 


As Director of the Unit, you will work closely with Her Majesty's 
Inspectorate of Constabulary (HMIC), the Association of Chief Police 
Officers (ACPO), the Association of Police Authorities (APA), and partner 
organisations at national and local level to identify, develop and help 
implement good practice across England and Wales. You will work 
alongside Ministers and senior managers in the Home Office to develop 
programmes tor delivering a real improvement in the standards of policing 


With strong experience of change management in the public or private 
sector, you will have a proven track record of delivering improved 


UAT OGD 
PULICY 
MANAGEMENT 


Oxford Policy Management 
Ltd.(OPM) provides consultancy 


i ( IND IN 


performance across complex organisations. You will have exceptional 
communication skills and experience of leading a diverse team. 
Knowledge of criminal justice and community safety issues would be a 
bonus but it will be your talent for building relationships and cutting 
through existing barriers to change that will really single you out. 


An attractive six-figure salary will be offered with valuable pension benefits 
and performance related bonuses. 


lo find out more visit the PricewaterhouseCoopers website at 
www.pwceglobal.com/executive/uk for an information pack or call their 
24 hour line on +44 (0)20 7212 6532 quoting reference 4397 for a pack 
to be sent in the post. The closing date for receipt of applications is 
21st September. 


The Home Office is an equal opportunities employer 
We welcome applications from candidates 
regardless of ethnic origin, religious beliefs, gender 


sexual orientation or any other irrelevant factor. 


MANAGING DIRECTOR 


The Board of Oxford Policy Management Ltd is seeking candidates for the 
position of Managing Director. This leadership position will become vacant 
later this year when Dr Roger Hay, the founding MD, completes a successful 
first quinquennium and moves to a consultancy position in the firm. 


The company is a market leader in supporting public policy reform and public 
service delivery. Since its launch as a private company in 1996, it has 


services in support of public 
policy and organisational reform, 
mainly in the field of overseas 


development, Our clients include 


public and private sector 
organisations and international 
agencies. 


Oxford Policy Management Lid 
6 St. Aldates Courtyard 

38 St. Aldates 

Oxford OX! IBN 

UK 


Tel: +44-1865-207300 
Fax: +44-1865-250580 
Website: www.opmil.co.uk 
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achieved substantial growth in the volume and variety of services it provides. 
The challenge to the incoming MD is to enhance both OPM’s business 
performance and its reputation for innovation and quality, and to lead the 
company's strategic business development. Core capabilities of the firm 
include economic policy analysis, public finance management, organisational 
reform, and social services delivery. 


Further information about OPM Ltd., a position description, and guidelines on 
applications can be obtained by writing to, or e-mailing, the Chairman, Bevan 
Waide at mdrecruitment@opml.co.uk Applications should reach OPM by 
September 2 Ist. 


Oxford Policy Management is an equal opportunities employer. This 
position was also advertised on 14 July; the closing date remains the same. 
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Chief, Economic Analysis Division, D-1 
Economic Commission for Europe (ECE), Geneva 


The United Nations is seeking to recruit a Chief of Economic Analysis Division, ECE, The incumbent 
under the supervision of the Executive Secretary, directs, plans and supervises the activities in the 
Economic Analysis Division which conducts economic research and current economic analysis relevant 
to national and international economic developments, problems and policies in the ECE region; advises 
on the economic research of the ECE secretariat as a whole; develops the ECE position on economic 
policy issues and 
+ is responsible for the overall management of the Division, including administrative and personne! matters 
+ plans the strategy for research and current economic analysis in the Division 
¢ plans, supervises and participates in the preparation of the annual Economic Survey of Europe and other 
publications 
* plans and organizes the Annual Spring Seminar and, in cooperation with the office of the Executive 
Secretary, the structured discussion at the First Day of the Annual Meeting of the Commission 
* follows current economic developments in the ECE region and in the world economy at large 
* plans and supervises research activities in the Division and participated in individual projects 
keeps abreast with literature in various fields related to work in the Division, to develop contacts with the 
academic world and national and international research organisations 
advises the Executive Secretary on all aspects of economic research and policy analysis of the ECE 
secretariat as a whole, and advises ECE divisions on research projects as carried out in their area of 
responsibility 
prepares substantive contributions to statements to be delivered by the Executive Secretary in international 
fora 
* provides substantive inputs requested for UN reports in economic and social fields 
plans and organizes seminars on economic and social issues of special interest to Member States aimed at 
prompting policy discussion on the basis of the analytical work of the Division 
secures the cooperation and assistance of member governments, international institutions and research 
bodies; and represents the BCE on matters of interest to ECE and present BCE research to academic and 
other research organizations 
Qualifications: Advanced university degree (PhD of equivalent) in economics, Extensive experience (at least 
18 years) and published work in economic research, with particular reference to national and international 
cconomic analysis, Must be able to lead an international team of economists and to make a substantive 
contribution to the Division's publications. Thorough knowledge of current macroeconomic theory and 
methods of quantitative empirical economics, and good knowledge of substantive policy issues of both market 
economies and the former centrally planned economies of Eastern Europe and the former Soviet Union 
Flwency and drafting ability in English is essential; a working knowledge of French is required; and knowledge 
of other European languages is desirable 
Preference will be given to equally qualified women candidates. Remunerations for the position are: 
Depending on professional background and experience, a competitive compensation and attractive benefits 
package are offered. Please refer to our homepage, www.un.org for further information. Closing date for 
receipt of applications: 13 October 2001. Applications with full curriculum vitac, including date of birth; 
nationality; educational qualifications; summary of professional skills and/or expertise, a summary of relevant 
work experience; publications written and languages spoken, or a completed United Nations Personal History 
form (P11), available at UN offices, should be sent to (O1-E-BCE-400770-E-GE) Human Resources 
Management Service, Room 264, UNOG; Palais des Nations, 1211 Geneva 10, Switzerland. Fax no: 41 (22) 
917 0005 
Due to the volume of applications, all internal candidates and only those external candidates under serious 
consideration will be acknowledged 





CHIEF EXECUTIVE OFFICER 
Initiative for Development & Equity in African Agriculture (IDEAA)* 
A CEO is required to lead this regional initiative to spearhead entrepreneurship and 
agribusiness development in African smallholder agriculture. The major focus of the 
initiative is on how to help commercialize smallholder agriculture within a dynamic policy, 
institutional, technological and market environment. The key elements of the initiative will 
include direct engagement with and strengthening of key institutions and national fora for 
dialogue on smallholder agriculture as well as empowering smallholder farmers. 









The CEO will give overall strategic direction to the program and operationalize the 
policies set by the Board of Directors; network regionally and globally to mobilize high 
level government and multilateral support for the program; spearhead the development 
of national and regional program components; mobilize additional financial resources; 
oversee implementation and ensure financial management of highest integrity. The 
incumbent for this position will report to the IDEAA Board of Directors. 


The sulloble person for the job will be on Alrican national with the following attributes: 

. Excellent analytical and conceptual skills, coupled with ability to engage policy 
makers at national, regional and international levels 

* Solid grasp of issues affecting agriculture in Africa and globally; experience with 
institutional and policy issues affecting agriculture in the Southern African 
Development Community. 

° Proven ability to forge public — private sector partnership, 

° Demonstrable ability to run a large regional institution or program and 
management of complex institutional/organizational change, 

. At least ten years relevant senior level management experience. 

* Postgraduate degree in a field of agriculture is a prerequisite, but a PhD would be 
an added advantage. 

IDEAA offers a highly competitive package based on experience and qualifications. 

IDEAA is an equal opportunity employer and strongly encourages women to apply. 

Only short listed candidates will be contacted. Apply including detailed CV and two 

recent referees in writing to 

The IDEAA CEO Search Committee, 

Box CY 55, Causeway, Harare 

or 

Send by courier to 

32 Clyde Road, Eastlea, Harare, Zimbabwe 

or 

E-mail to 

symacon @ africaonline.co.zw 

Applications will be received until 10th September 2001, 

*IDEAA is a Regional Initiative funded by the W.K. Kellogg and Rockefeller 

Foundations. 




































WTO/GENEVA 
IT Security Officer 


The World Trade Organisation is secking to fill the position of an IT Security Officer in 
the Informatics Division. 


Duties center on IT Security policies. The activities would include: reviewing, maintaining and 
enhancing the current IT security policies, defining procedures for security management, security 
requirements of all operating systems, network components and applications, access control 
principles, promoting security awareness principles, initiating the reporting and handling of 
incidents, defining the security audit policy, participating in the evolution of the design of the 
network and telecommunications infrastructure and complex information systems, identifying 
security alerts, analyzing their relevancy to the Organization's infrastructure, informing and 
ensuring their timely deployment, preparing an annual report to senior management as well as ad- 
hoe reports covering security breaches and hacking and any other issue-relating to threats to the 
confidentiality and integrity of the Organization's electronic information. In addition, activities 
include: defining and coordinating the required training for IT staff and users, building security 
awareness among staff through workshops and publishing articles on the Intranet, 


Requirements include a university degree in computer information science, mathematics or a 
related field; good working knowledge and practical training in IT security concepts, hacking 
techniques and advanced enterprise IT protection systems, A minimum of eight years’ experience 
with distributed systems, networking and telecommunications technology with at least 2 years 
more specifically focused on IT security-related issues (policy-making, implementation of 
security solutions, monitoring, contingency planning, recovery from attacks, evaluation of 
vulnerability, damage assessment, compromise and trace analysis, etc), Good working 
knowledge of LAN/WAN technology (routers, switches, VLANs, etc.), Windows NT and 2000, 
TCPAP and Internet technologies (Web, DNS, FTP, mail relays, VPN, firewalls, intrusion 
detection systems, etc.). Good knowledge of authentication systems, use of certificates, digital 
signatures, data encryption for secure communication and Internet access to production systems. 
Good knowledge of the techniques used to compromise the integnty of IT infrastructures and 
systems 


The starting salary is approximately Swiss Francs 113.800 per annum net of tax. Interested 
candidates should send a detailed CV to Director, Administration and General Services Division 
(Human Resources Section), WTO, Centre William Rappard, Rue de Lausanne 154, 1211 Genéve 
21, Switzerland. Fax. +41 22 739.57.72. Only applications from nationals of WTO Members will 
be accepted. 


The WTO application form may be downloaded from the website: 
www. wio.org 


Applications should be received by 31 October 2001. 


UNITED NATIONS NATIONS UNIES 


CHIEF, SYSTEMS CONTROL UNIT, P-5 
PROGRAMME PLANNING AND BUDGET DIVISION 


vitae 
educational qualifications, a summary of professional skills and/or 
rk . publications written and 
“United Nations Personal History form (Pl!) walable at UN offen o o 
at the level 


Interested UN staff members the post or one level below should present their 


to the AGuidelines for the of for vacancies 
egys Be within the UN Secrecriat@) salable the Office of Human 
Resources Rooms S-2480 and DC 1-200, the Bulletin Board on cc:mail, or at 


will 
re request 
dates and only those external candidates 


PLEASE NOTE THAT APPLICATIONS RECEIVED AFTER THE DEADUNE WILL NOT BE 


Al applications should be VA:01-D-DOM-00! Staffing Office of 
sent tox 

Human Resources Foon S 2475, Unioed Nationa NewYork 10017, Fax Nos (ii2) 

er satan a internet address: staffing@un.org. 

Preference will be to qualified women candidates. 

The reserves the Opara PRE CARR ha TERE en ce Sree 

Note: The United Nations Secretariat is a Non-Smoking Environment. 


PLEASE INDICATE THE VACANCY ANNOUNCEMENT NUMBER ON THE ENVELOPE 
OR THE FAX,AND ON THE APPLICATION. 


Date of Issuance: 20 AUGUST 200! 
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Take five weeks and 
experience life-changing 
insights, discover 

new frameworks from 
the world’s sharpest 
business thinkers, and 
evolve yourself to 
succeed in this rapidly 
changing environment. 


Carlos Zozaya-Gorostiza, Mexico City 
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Knocking at the clubhouse door 


RIGA, TALLINN AND VILNIUS 


The Baltic states of Latvia, Estonia and Lithuania are close to joining the European 
Union and, perhaps, NATO too. How ready are they? 


COLOSSAL ruined satellite dish and a 

cluster of derelict antennae deep in 
the Lithuanian countryside are the only re- 
maining sign of the Linksmakalnis listen- 
ing station, once one of the Soviet Union's 
most secret military installations in the 
Baltic states. The locals say hundreds of 
people once worked there, scouring the 
airwaves for secrets from Western Europe. 
To this day, officials cannot (or will not) 
say exactly what went on there. 

A few miles away a new lot of elec- 
tronic snoopers are hard at work, butin the 
other direction. Radars all over the Baltic 
states, looking hundreds of miles deep 
into Russia and Belarus, beam data to pow- 
erful computers housed in a former Soviet 
nuclear bunker. Projected on to a giant 
screen in the control room are the results: 
the movements and identities of every air- 
craft in or near the region. 

Not that the watchers can do much 
about what they see, since the Baltic states 
have no combat aircraft to scramble 
against an intruder. Butitis a start: it shows 
that the Balts are not just consumers of 
western security, but also providers. At a 
touch of a button the Baltnet system hooks 
up with similar radars in nominally neu- 
tral Finland to the north, and with NATO’s 
own eastern defences to the south. Even 
from outside NATO, the Balts can lend a 
human and electronic hand to the alliance. 


The Baltic states are hoping that pro- 
jects like Baltnet will help their cause in the 
coming months, as NATO decides whe- 
ther to include them in the next round of 
enlargement, or keep them waiting. Of 
late, the argument has shifted a bit in fa- 
vour of the Balts. But the worriers go on 
worrying. Latvia, Lithuania and Estonia 
are three small new democracies, contain- 
ing between them less than 8m people. 
Stuck between the Baltic Sea and Russia, 
they strike sceptics as indefensible. Their 
armed forces are still weak. Is it worth an- 
tagonising the Kremlin for their sake? 

The question is what Russia would 
really do. President Vladimir Putin sounds 
less hawkish on this than some of his offi- 
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cials. He claims not to understand NATO’s 
thinking, but reacts to talk of enlargement 
more in sorrow than in anger. Vyacheslav 
Nikonov, a political analyst close to the 
Kremlin, says that if expansion went 
ahead Russia would strengthen its forces 
in the Baltic region and perhaps even put 
nuclear weapons in Kaliningrad, the cut- 
off patch of Russia that lies to the west of 
the Balts. That would indeed be a show of 
force; but it would be one the rest of the 
world could probably live with. 

The three Baltic governments are eager 
to join the club. They have shown that they 
are prepared to spend a big share of their 
puny budgets on defence: fully 2% of na- 
tional income. Hundreds of millions of 
dollars-worth of donated Swedish equip- 
ment will add beef in the coming years. 
The Balts may not be able to afford jet fight- 
ers, but they will have runways and han- 
gars that can accommodate NATO ones. 

The Balts’ cause is helped by Russia, 
which has misplayed its hand. The Krem- 
lin claims at one and the same time that it 
poses no threat to the Baltic countries (and 
so NATO membership is unnecessary for 
them) but that its special interest in this re- 
gion, as a chunk of the former Soviet Un- 
ion, should be respected (therefore NATO 
membership is an insult to Russia). En- 
forced respect and unwanted influence are 
exactly the threats from Russia against 
which the Balts want NATO protection. 

Indeed, the Russians may hurt them- 
selves by what they are doing. The Lithua- 
nians, who sit next to Russia’s outpost of 
Kaliningrad, say that many of the Russians 
now running Kaliningrad are far more re- 
laxed about their territory's relations with 
the surrounding parts of Europe than their 
predecessors were a few years ago. They 
want to trade with their neighbours, and »» 
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to let workers and capital move relatively 
freely across the region’s borders. The gov- 
ernment in Moscow is therefore running a 
large risk. If it stays cold towards the Balts, 
it may find that Kaliningrad, though still 
formally part of Russia, is in fact develop- 
ing closer links with the rest of Europe 
than those it has with its old motherland. 

If NATO does take in one or more of the 
Baltic states, some juicy arms contracts 
will result. The main contractor for the 
$100m Baltnet radar was Lockheed Mar- 
tin, one of whose senior executives also 
leads the main lobbying group for NATO 
enlargement. There is growing American 
enthusiasm for spreading NATO wider. 
Yet a fair question remains. Is America 
really prepared to stretch its nuclear guar- 
antee to the Baltics, as it once covered 
Western Europe? Even if the answer is 
“probably not”, new members so far have 
not insisted on a specific commitment on 
this point. They live in hope. 


Stylish deception 

Membership of that other club they keenly 
hope to join, the European Union (Ev), is a 
more pressing issue. Although all three 
countries have made impressive progress 
in the past decade compared with other 
ex-Soviet countries, big problems persist. 

A few locally managed businesses 
compete well in international markets (an 
Estonian firm that makes cross-country 
skis, for example, and a world-class soft- 
ware company in Latvia). Tallinn, Riga and 
Vilnius are deceptive showcases for their 
countries; tourists and visiting officials 
alike are charmed by the architecture, 
wowed by the multilingual friendliness, 
seduced by the good restaurants and ho- 
tels. But at the outskirts of the capitals the 
prosperity fades out in bleak housing es- 
tates, tatty factories, bumpy roads. Out in 
the countryside, particularly in Latvia and 
Lithuania, things look even worse. As in 
Russia, villages suffer from poor public ser- 
vices, depopulation and alcoholism. 

The smallholdings that have replaced 
Soviet-style farming are picturesque, but 
mostly unable to provide their owners 
with more than a subsistence income, 
$100 a month or less. The powerful pre- 
war producer co-operatives that made Bal- 
tic butter and pork into thriving industries 
are all but forgotten. Country towns are 
poor, and offer few jobs. Even in Estonia, 
the smallest and most prosperous of the 
three countries, there are big differences of 
wealth. The average gross monthly wage 
in Tallinn at the end of last year was $359, 
compared with $205 in Voru County in the 
much poorer south-east. 

Even with fast economic growth, it will 
be decades before the southern side of the 
Baltic Sea catches up with the countries on 
its northern and western shores. To reach 
even half of the EU average by 2010, Esto- 
nia’s GDP per person would have to in- 
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crease by 5-6% every year for the next ten 
years. At current rates, it would then reach 
$15,000. Lithuania, on present form, 
would reach only about $6,000. 

There is also, in one way, a growing 
sense of isolation. The number of people 
who can speak or understand Russian has 
fallen sharply, and many youngsters do 
not even try. But little else has arrived to re- 
place Russian. Outside the big cities, Eng- 
lish has made only limited inroads. Other 
foreign languages (even the next-door 
neighbours’) are scarcely spoken at all. 
This is a pity. Small countries need to be 
polyglot to prosper. 

The continuing economic bleakness 
also creates a political problem. Ten years 
ago, people were remarkably willing to 
trust their politicians. Having risked death 
or deportation to be free of Soviet rule, 
they were ready to accept wrenching econ- 
omic changes. But the rulers of all three 
countries were largely unprepared for the 
challenges of the post-cold-war world. Ex- 
dissidents often proved quarrelsome and 
ineffective in power. Ex-Soviet types 
brought their own bad habits from the 
past: greed, bossiness, secrecy. 

The resulting corruption and incompe- 





tence have squandered much public trust. 
Dodgy privatisations, too much evident 
self-enrichment and an alarming inability 
among politicians to communicate with 
the voters have left many people feeling 
tired and cynical. Even in Estonia, where to 
outside eyes the government is talented 
and reform is successful, many ruling poli- 
ticians are accused of being arrogant and 
sleazy. Some Balts are voting with their 
feet. In Lithuania, one senior government 
figure reckons that as many as 200,000 of 
its 3.7m people have emigrated since inde- 
pendence, most of them young. 

Sloppy government also makes it hard 
for foreigners to trust the Balts, even when 
they like them. Finland, for example, has 
equipped and trained Estonia’s border 
guards well; the radars are so sensitive that 
they can spot a fox crossing a frozen lake. 
The relationship between the two coun- 
tries is, in general, a model for post-com- 
munist Europe. But large quantities of her- 
oin and amphetamines still get through to 
Helsinki from Estonia. Problems like this 
have to be solved before the Baltic states 
can become members of the EU. 


Primping for the EU 
In theory, joining the Eu should solve the 
Baltic states’ internal troubles, just as they 
hope that joining NATO will settle their ex- 
ternal ones. At the moment, Estonia is seen 
as one of the best-qualified to join the EU, 
along with Slovenia and Hungary. Latvia 
is gaining ground. Lithuania is still lagging 
behind. In GDP per person there is not 
much of a gap between the three. The strik- 
ing difference is in trade and investment. In 
Estonia’s open economy, foreign trade as a 
percentage of GDP is about twice Latvia’s 
and Lithuania’s (see table), and its foreign 
direct investment per person is higher too. 
Still, it is a fair bet that all three will join 
the EU together. Drawing a line between 
the Baltic states, only to remove it a couple 
of years later, would make no sense. As 
with other applicant countries such as 
Hungary and Poland, a slice of EU struc- 
tural funds (money for roads, bridges and 
the like) would be welcome. Full access to 
the single market will help to make compa- 
nies more competitive. European levels of 
efficiency in government, particularly in 
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> the legal branch, are much needed. 

The easy negotiations have happened 
already; the difficult ones are mostly yet to 
come. Officials in Tallinn are furious that 
most EU countries are refusing to open 
their labour markets to even a trickle of Es- 
tonian workers. In Estonia, particularly, 
preparing for EU membership has some- 
times meant reducing standards, not rais- 
ing them. Lamentably, Estonia has had to 
introduce import tariffs and agricultural 
subsidies, two bad habits which its zeal- 
ously free-trading government had 
scorned in the early years of reform. Esto- 
nian officials hope that, once inside the Eu, 
they can add their bit to the lobby for freer 
trade and less government interference. 

There is less Euroscepticism among the 
Balts than among the other applicants, be- 
cause the alternative is so bleak. If EU 
membership were delayed, joining NATO 
would be impossible. However harsh, 
slow and cumbersome the Euro-accession 
procedure, few Balts want to risk being in 
the same boat as Moldova or Morocco. 


The Russian shadow 

Another difference from other would-be 
EU members is that the Baltic states bring 
with them a number of unsolved ques- 
tions about Russia. One concerns poten- 
tially disputed borders. This is a particu- 
larly prickly issue for Estonia, which, like 
Latvia, lost some of its eastern territory to 
Russia during the Soviet era. Estonia has 
given up any claim to these slivers of land, 
now mainly filled with Russians, but the 
Kremlin will not ratify the border treaty. 

Lithuania’s position is different. 
Whereas Latvia and Estonia lost territory 
under Soviet occupation, Lithuania gained 
a lot, chiefly the historic capital, Vilnius 
(under Polish rule until 1939), and the main 
port, Klaipeda (formerly Germany’s Me- 
mel). When the Lithuanian parliament last 
year voted to demand compensation from 
Russia for losses during the Soviet occupa- 
tion, some politicians in Moscow were 
quick to suggest that Lithuania should give 
back what it had been given. 

These are not live issues at the moment. 
But in a few years’ time—perhaps as soon 
as 2004-the Balts’ eastern borders will 
also be the Evu’s. Kaliningrad will then be 
entirely surrounded by eu (and perhaps 
NATO) territory. That raises big and unan- 
swered questions about visas, trade and 
security. So far, Russia seems to see Kali- 
ningrad not as a way of building a bridge 
for itself into Europe, but as a bargaining 
chip over the future of the Baltic states: 
which could prove a big mistake. 

Unlike any of the other applicants, the 
Baltic countries will bring a large number 
of ethnic Russians—about 1.5m, a fifth of 
their total population—into the EU. 
Around 150,000 of these are citizens of 
Russia itself; about half are citizens of the 
Baltic states, either because their families 


were citizens before 1940 or because they 
have acquired citizenship by marriage, or 
through naturalisation. In Latvia and Esto- 
nia, naturalisation mainly involves pass- 
ing a language test; in Lithuania, where the 
Russian population was less than 10% at 
the time of independence, citizenship was 
granted automatically. 

The remaining 700,000-odd people 
are, in effect, stateless. They lost citizenship 
of the Soviet Union when it collapsed, but 
either from apathy or out of principle have 
not tried to become either Russians or citi- 
zens of their new countries. They and the 
citizens of Russia are barred from some 
occupations, and cannot vote in national 
elections. The Kremlin calls this unfair. Es- 
tonia and Latvia (and, mutedly, the West) 
argue that giving Soviet-era migrants the 
same rights as the people they had colo- 
nised would be even more unfair. 

On paper, these look like serious pro- 
blems. The Baltic states are ethnically di- 
vided. Groups of people stranded when 
empires collapse, especially if they lack 
full economic and political rights, bring 
ominous historical echoes-—like the Ger- 
mans in Czechoslovakia’s Sudetenland, 
whose supposed plight was a pretext for 
Nazi aggression. 

In fact, Russia’s stranded Baltic colo- 
nists are no great cause for concern at the 
moment. For all the economic problems in 
the Baltic states, living standards are much 
higher there than in Russia. Some Russians 
who left after independence are now try- 
ing to come back. Political conditions are 
improving, too. Estonia and Latvia have 
softened their language and citizenship 
laws to the point where the Organisation 
for Security and Co-operation in Europe, 
the main body dealing with the issue, is 
getting ready to close its local offices. 

Attitudes have changed as well. As 





memories of the forced migration of the 
Soviet era fade, Estonians and Latvians 
have stopped assuming that the “Russian 
occupiers” will “go home”. For their part, 
the local Russians seem willing to accept 
Baltic independence as a fact. There is 
much more readiness, especially in Latvia 
and among young Russians in Estonia, to 
learn and speak the local language. 
Nationalist tub-thumpers from Moscow 
find almost no local echo. To the extent 
that Russians living in the Baltic countries 
look for outside help, they look to Brussels, 
not Moscow. Integration could go a lot 
faster, but, for the most part, time is solving 
the problem. Some of the Baltic Russians 
call themselves Yevrorussky, Euro-Rus- 
sians. If only Russia itself would think 
along those lines a bit more. 

The biggest problem for all the Baltic 
States is a different one: tackling the Soviet . 
legacy. No other country likely to join the 
EU in the near future has suffered the 
trauma of full-strength Stalinism. These 
three were part of the Soviet Union itself, 
not just the region it controlled. “Estonia 
will soon be ready for Europe as a state, but 
it is far from being ready as a society,” a 
perceptive journalist, Andres Langemets, 
wrote last year. Egidijus Aleksandravicius, 
whoruns a Lithuanian foundation, says of 
final-year university students that “80% 
are still socialist-minded...For them, the 
State is extremely important and responsi- 
ble for everything; personal responsibility 
is very weak.” 

Working that out of the system will be 
tough. But it will be a lot easier if the Baltic 
states are safely anchored in a democratic, 
prosperous West while they get on with 
the job. They are close to being so; and, 
given their battered history and precarious 
geography, that is more than most people 
hoped a mere ten years ago. W 
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East Timor’s election 





On the road to independence 


DILI 
Questions about Fretilin’s leadership 


EW in East Timor have doubts about 

which party will win the election on 
August 30th. The question is, by how 
much? Fretilin, otherwise the Revolution- 
ary Front for an Independent East Timor, 
has changed somewhat since the heady 
days of 1975, when it won a brief civil war 
in the former Portuguese colony and East 
Timor was declared independent, only to 
be faced nine days later with an Indone- 
sian invasion. Fretilin has toned down its 
left-wing talk and abandoned its Marxist 
leanings. It has run a slick campaign to try 
to win the favour of some 400,000 voters 
and predicts it will take 80-85% of the 88 
seats in the assembly. That would allow it 
to dictate the country’s constitution, the as- 
sembly’s first task, paving the way for a 
presidential election and independence 
next year. At present East Timor is run by a 
United Nations administration. 

Fretilin’s chairman, Lu-Olo, and its 
secretary-general, Mari Alkatiri, insist that 
it will produce a sensible constitution, 
guaranteeing freedom of speech and asso- 
ciation, and the right to a job. But some 
doubts remain. Mr Alkatiri spent nearly all 
the years of the Indonesian occupation in 
Mozambique, another former Portuguese 
colony, working with Frelimo, a Marxist 
group. He strongly defends his Frelimo ad- 
ventures. Mr Lu-Olo, real name Francisco 
Guterres, a guerrilla commander in East Ti- 
mor under the popular Xanana Gusmao, 
is seen as more moderate than Mr Alkatiri. 
Fretilin harks back to the nine-day govern- 


ment of 1975, which it wants formally to re- 
store. Not all Timorese recall this episode 
with enthusiasm. Fretilin killed many peo- 
ple in its struggle for power, they say, and 
has not apologised. 

In recent weeks, a new force has 
emerged in Timorese politics, largely on 
the back of dissatisfaction with Fretilin. 
The Democratic Party is led by Fernando 
de Araujo, who spent six-and-a-half years 
as a political prisoner in Jakarta’s Cipinang 
jail with Mr Gusmao. He was released in 
1998. His party has come from nowhere to 
look a likely runner-up. 

The party has attracted strong support 
from the young, from intellectuals and 
from the former clandestine network that 
slowly undermined Indonesian rule in 
East Timor while Mr Alkatiri was in Mo- 
zambique. Mr de Araujo accuses Fretilin of 
intimidation in the election and has com- 
pared its tactics to those of the Indonesian- 
backed militias in 1999, when East Timor 
overwhelmingly voted for independence 
in a UN-run referendum. The Democratic 
Party would like to see independence day 
as August 30th, the date of the referendum, 
not November 28th, the date the nine-day 
republic was founded in 1975. A natural 
ally of the Democratic Party is the Social 
Democratic Party, a possible third force 
among the 16 parties contesting the elec- 
tion. Its leader, Mario Carrascalao, was 
governor of East Timor for ten years during 
the Indonesian occupation. Timorese did 
not consider him a collaborator. He did his 
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best for his fellow countrymen, and main- 
tained secret links with Mr Gusmao. 

The UN’s head of state in East Timor, 
Sergio Vieira de Mello, says he does not be- 
lieve there is any policy of intimidation by 
Fretilin. Many Timorese say the UN is be- 
ing hoodwinked and is too close to Fretilin. 

Fretilin’s relationship with Mr Gusmao 
is somewhat clouded. Mr Gusmao, a poet 
and a reluctant politician, left Fretilin in the 
late 1980s. He has finally caved in to public 
pressure and said he would run for the 
presidency if the political parties wanted 
him to. Several have already nominated 
him, including Fretilin and the Democratic 
Party. He would probably be unbeatable. 

But without naming names, Mr Gus- 
mao Says certain parties have nominated 
him only in response to popular pressure. 
Those close to him say his relations with 
Fretilin these days are not good and he 
would be unlikely to work well with Mr 
Alkatiri. Fretilin has suggested a system of 
government in which the president would 
have some key powers, but a prime minis- 
ter would run most internal affairs. Such a 
system would sharply reduce Mr Gus- 
mao’s power over the first government, 
were he to become president. 

Despite claims of intimidation, the 
campaign has been fairly free of violence. 
The turnout on polling day was expected 
to be huge. Timorese put on their best 
clothes and formed long queues outside 
voting stations. The result of the election 
will probably be known by September 7th, 
and be made official on September 10th. 
The UN administration of East Timor, with 
its well-paid jobs that have been criticised 
by some Timorese, is due to end next year. 
The un’s chief electoral officer, Carlos Va- 
lenzuela, says the aim has been to produce 
an election which the Timorese can later 
repeat, at a time when they will be en- 
trusted to conduct their own affairs with- 
out the UN as their protector. m 
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Mobility in China 


Off to the city 


BEIJING 
Government eases the rules 


T WAS one of Mao Zedong’s many big 

ideas, and thus far one of his most endur- 
ing. In the late 1950s, at the time of the 
“great leap forward”, China established its 
hukou, or household registration system, 
which required people to live and work 
only where they were officially permitted 
to. For a government intent on running its 
economy according to a strict central plan, 
it was well to have people stay where they 
were told. For China’s hundreds of mil- 
lions of rural dwellers it made leaving 
their village nearly as difficult as leaving 
the country. 

Over the past 20 years China has 
moved steadily further from central plan- 
ning, and workers have moved in huge 
numbers away from the nation’s economi- 
cally backward countryside to its far more 
vibrant cities. According to official esti- 
mates, China’s migrant labour force now 
numbers somewhere around 100m. The 
government expects another 46m to come 
looking for jobs in the cities in the next five 
years as the number of surplus rural work- 
ers swells to150m. 

In light of such numbers, China’s an- 
nouncement on August 16th thatit plans to 
revamp the registration system seems a bit 
like closing the barn door after the horse 
has escaped. But if the government carries 
through with its plan to abolish restric- 
tions on labour mobility, it will in fact 





Now to move in 
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make a huge difference to the lives of those 
migrants. 

Many of today’s migrant labourers still 
find it exhausting to get permission to 
move. They can spend months upon 
months of their time chasing—and paying 
for—the dozen or so certificates and ap- 
provals needed to live and work legally un- 
der the hukou system. By the time they get 
the last of the necessary documents, the 
first may have lapsed. At the end of it all, 
they have only temporary and limited resi- 
dence privileges. Not surprisingly, some 
migrants choose to take jobs on building 
sites or handling rubbish with no docu- 
mentation at all. They earn far less than le- 
gal workers, and are vulnerable to mis- 
treatment if they get caught by the police. 

Now, according to China’s powerful 
State Development and Planning Com- 
mission, the government is working on a 
plan that will do away with migration re- 
Strictions over the next five years and 
create a unified national labour market. 
The newly liberated workers will be able 
to contribute to a pension fund wherever 
they are, and carry their benefits from 
place to place. On August 27th the Ministry 
of Public Security, the main administrator 
of the hukousystem, confirmed its support 
for the reforms. The old system, the au- 
thorities say, put “excessive restraints” on 
mobility and hindered the distribution of 
labour according to market demand. 

While that is clearly true, it has also 
helped avert an outcome that many of 
China’s urban dwellers dread: an unres- 
trained influx into the cities of people from 
the countryside. While city people are glad 
to have enough migrants to handle the 
jobs they themselves do not want, they 
fear that too many will put unbearable 
strain on housing, communications and 
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other resources. Some municipal govern- 
ments have already tinkered with existing 
rules to admit only “desirable” outsiders. 
The cities of Shenzhen and Zhuhai offer 
residency to those who can buy property, 
and Beijing grants documentation to tech- 
nical workers with senior qualifications. 
In light of such distinctions, Anita Chan of 
the Australian National University’s China 
and Korea Centre has likened the hukou 
system to South Africa’s apartheid. While 
the discrimination in China is not racial, 
she notes that “the underlying economic 
logic of the system” has been based on 
similar mechanisms of regulating the sup- 
ply of cheap labour and abusing the rights 
of migrants. 

Miss Chan wonders whether restric- 
tions will in fact be abolished on equal 
terms for skilled and unskilled workers. In 
the private view of one Chinese sociolo- 
gist in a government think-tank, the an- 
swer is clear. Regardless of what the au- 
thorities say, China’s largest cities will 
never allow in unrestricted numbers of ru- 
ral dwellers. “Everyone knows that there 
would be utter chaos if there were really 
no restrictions. And that will never be al- 
lowed to happen.” m 


AIDS in China 


Confession time 


BEIJING 
“A very serious epidemic” 


FTER failing for months, if not years, to 
come publicly to grips with a fast- 
growing problem of HIv and Arps, Chi- 
nese health officials on August 23rd pulled 
their heads out of the sand, at least par- 
tially. Talking to reporters in Beijing, the 
vice-minister of health, Yin Dakui, ac- 
knowledged that China is “facing a very 
serious epidemic” and admitted that negli- 
gence by provincial and local-level offi- 
cials had contributed to the spread of the 
disease. 

This comes as no news to the health 
professionals, Chinese and foreign alike, 
who have been trying for years to study 
the problem despite official stonewalling. 
And it certainly is not news to the tens of 
thousands of people, possibly more, in He- 
nan province who have been infected by 
selling their blood at $5 a go to shoddy col- “ 
lection centres using shared and unsteril- 
ised equipment. 

According to Mr Yin, China had 
600,000 people infected with 1v, which 
can lead to Arps, at the end of last year, but 
he predicted that the country would meet 
its goal of keeping the number below 1.5m 


by 2010. However he also said that the »» 
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number of infections reported had risen 
by 67% during the first six months of this 
year, compared with the same period last 
year. That trend, together with others, such 
as a rising percentage of HIV-positive drug 
users, will make it difficult for China to 
meet its target, according to other experts. 

A recent report by the United Nations’ 
AIDS office put the number of Hiv suffer- 
ers in China at over 1m at the end of 2000, 
and predicted, far more gloomily, that the 
country might by 2010 have 20m victims 
to deal with. However overdue it may be, 
the high-level official attention given to the 
matter marks a vital turning point in 
China’s struggle to deal with not only the 
spread of HIv, but also the interference of 
provincial officials in Henan, one of the 
country’s hardest-hit areas. 

Beginning in the late 1980s, several ru- 
ral counties in Henan had turned blood 
collection into something of an industry. 
Lacking other sources of income, many 
residents sold blood on a regular basis to 
government or army-run collection sta- 
tions that failed to follow basic guidelines 
for sterilisation. As the virus spread, local 
officials tried to cover up the problem. 
Journalists and central-government inves- 
tigators were kept out, and sometimes 
threatened with violence if they persisted. 
Community workers and Arps sufferers 
who tried to get outside help ended up 
earning much attention from the police, 
and little from health agencies. 

Attention now from Beijing will not in- 
clude enough money to pay for the expen- 
sive life-prolonging medications that are 
available, but Mr Yin announced a plan to 
spend $23m on education programmes 
and on efforts to clean up the nation’s 
blood-collection system. m 





n + p ¢ afat C pe > ES 
LE ’ r "mi -. > e os 
- = + ` En — a ere! pia te TA i. staa E 


P ea Poga is = w 


Fiji's future 


Instead of rebellion 


SUVA 


A need for stability 


A GENERAL election in Fiji is an unhur- 

ed affair. Voting started on August 
25th and has continued all this week. It 
will take a little while to collect the bal- 
lot boxes from Fiji's 110 populated is- 
lands, and counting is not likely to start 
until September 3rd. The final result is 
expected four days later, although this 
may be an optimistic prediction. 

The people of Fiji, though, have 
much to talk about as they await the out- 
come. How, for example, is George 
Speight likely to fare? He was the leader 
of a rebellion last year that forced the 
country’s elected government out of of- 
fice, and is on trial for high treason. He 
acknowledges his part in the rebellion 
but claims that the army gave him im- 
munity for freeing his prisoners. Before 
voting began, his trial was adjourned 
until next year. From his prison cell Mr 
Speight is standing for election under his 
Fijian name, Ilikini Naitani, in his home 
area of northern Tailevu. 

If he wins a seat, he may try to have 
the treason charge lifted. If the charge 
stays and he is convicted, he will have to 
give up his seat. Mr Speight is likely to 
have the support of indigenous Fijians 
who want to stop Fijians of Indian de- 
scent from holding political office, the 
rallying cry of last year’s rebellion. His 
supporters have founded a new political 
party, the Matanitu Vanua (Confederacy 
of the Indigenous Peoples), otherwise 
quaintly known as the Conservative Al- 


Taiwan and China 


Not so strait 


TAIPEI 
An economic rebuff from Beijing 


HE Taiwanese have not seen a contrac- 

tion of their economy since they began 
compiling records in 1952. Two generations 
have grown up taking 8% annual growth 
for granted and thinking recession was an 
ailment of the sclerotic West. So with even 
the usually optimistic government num- 
ber-cruncher predicting growth of minus 
0.3% this year, the mood is close to panic. 
That may help explain a new readiness to 
contemplate expanding economic ties 
with mainland China. 

The country over-depends on exports 
of information technology to the United 


liance. Most of the party’s candidates in 
the election were implicated in the rebel- 
lion. The party wants the constitution to 
be changed to allow the country’s 52% 
Fijian population to have permanent po- 
litical control. 

In a constituency on the western side 
of Fiji’s main island, Viti Levu, Mahen- 
dra Chaudhry hopes to retain his seat. 
Mr Chaudhry, the country’s first Fijian 
of Indian descent to become prime min- 
ister, was held prisoner with many of 
his cabinet ministers until the rebellion 
collapsed. His political support among 
the 44% of the population who are of In- 
dian descent remains strong. His constit- 
uency is in the heart of Fiji’s sugar 
plantations, where Indian farmers have 
for generations cut cane on land leased 
from indigenous Fijians. 

The present prime minister, Laisenia 
Qarase, was installed by the army after 
the rebellion as the head of an interim 
government. His party aims to provide a 
moderate ethnic Fijian alternative to Mr 
Chaudhry’s Labour Party. However, 
with 18 parties and 351 candidates com- 
peting for the 71 seats in parliament, it is 
unlikely that any party will gain an out- 
right majority. If the election instead 
produces two racially defined groups, 
one backing Mr Chaudhry and the other 
centred around indigenous Fijian ex- 
tremists, the country is unlikely to end 
up with the stable multi-ethnic govern- 
ment it needs. 


States. A fall of some 30% in American or- 
ders for electronic goods in the first half of 
this year has caused pain in Taiwan, where 
many of these products are made. A con- 
ference called by the president and involv- 
ing business leaders aimed to resurrect the 
economy. It was proposed to abolish re- 
strictions on investment and other busi- 
ness activities across the Taiwan Strait, 
open Taiwan’s property and equities mar- 
kets to Chinese capital and, perhaps most 
importantly, end a 51-year-old ban on di- 
rect commerce, communication and trans- 
port across the strait. At present nearly a 
quarter of Taiwan’s exports go to China, 
mostly semi-finished products completed 
in China and re-exported, but there is little 
moving the other way. 

Businessmen see Taiwan as a centre for 
servicing the industrial hinterland along 
China’s eastern coast just as, in the 1980s, 
Hong Kong became a service centre for the 
next-door province of Guangdong. This 


would diversify Taiwan’s economy away >> 
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from its double dependence on manufac- 
turing and the United States. The govern- 
ment, which agreed in advance to imple- 
ment whatever the conference proposed, 
finds itself committed to the biggest 
change in its relations with China since its 
forerunner fled to Taiwan after the Com- 
munist revolution of 1949. 

Implementing the policy changes is 
not, however, entirely up to Taiwan. Direct 
trade, postal and transport links cannot be 
opened without discussions with China, 
and here the prospects are not good. For 
nearly six years China has refused to have 
any talks with Taiwan unless the island ac- 
knowledges a “one China” policy. What 
this is depends on China’s mood. Some- 
times it entails an acknowledgement that 
Taiwan is a province of China, at other 
times it means simply expressing a com- 
mitment to eventual reunification. 

China has watched Taiwan’s economic 
problems with glee. Once the Taiwanese 
understand that China controls their econ- 
omic well-being, it is argued, they will seek 
political integration. Currently China’s 
mood is hostile. On August 29th the gov- 
ernment said through its official news 
agency that it ruled out direct trade links 
with Taiwan unless the island embraced 
the principle of “one China”, whatever 
that may mean at the moment. m 


Pressures on South Korea 


A president ina 
hurry 


SEOUL 


Fallin popular support 


HE popularity of Kim Dae Jung, South 

Korea’s president, as measured by 
opinion polls, isnow only 20%, down from 
a high not long ago of 80%. Yet by some 
measures he has been a successful presi- 
dent. South Korea has repaid $19.6 billion 
borrowed from the 1mF during the finan- 
cial crisis in 1997, an accomplishment cele- 
brated at a concert in Seoul on August 26th, 
which Mr Kim attended. It still has to repay 
$10.7 billion borrowed from the World 
Bank and the Asian Development Bank, 
but should have no problem doing so. Its 
foreign-exchange reserves have been built 
up to a healthy $97.8 billion. Mr Kim is 
given much credit for this. 

South Korean newspapers have been 
critical of the president since 23 media 
groups have received demands for a total 
of 506 billion won ($400m) in back taxes. 
The owners of three daily newspapers 
have been accused of tax evasion and 
embezzlement. But claims that press free- 
dom is at stake do not seem to convince or- 
dinary Koreans. The tax demands are ac- 
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cepted as lawful. 

What has turned many Koreans against 
their president is that they feel he is trying 
to do too much too quickly, and with lim- 
ited results. A law passed last year pre- 
vents doctors from selling prescribed 
drugs directly to patients, and pharmacists 
from selling drugs without a prescription 
from a doctor. The government thought 
this would reduce the cost of the national 
health-insurance fund. In fact doctors have 
since been prescribing large quantities of 
drugs, especially antibiotics. The fund al- 
most ran out of money and had to be 
topped up with about $1 billion from the 
government. 

Financial and corporate restructuring 
has been costly but incomplete. The gov- 
ernment has spent more than $90 billion 
to restore the financial system. But banks 
are still saddled with bad assets; three out 
of ten manufacturing firms surveyed by 
the central bank are failing to generate 
enough cash to pay interest on their debts. 
Big companies that went bankrupt con- 
tinue to stay in business, kept afloat by 
State-owned banks. The government is 
due to introduce a new law on September 
14th to expedite corporate restructuring, 
but whether it will apply to those big firms 
is unclear. Real GDP is forecast to grow by 
about 3% compared with last year’s 8.6%. 
There has been a sharp decline in exports 
of goods and services, which accounted 
for 52% of GDP last year. 

Then there is North Korea. Mr Kim’s mi- 
nority government is under pressure to 
sack Lim Dong Won, the unification minis- 
ter. Mr Lim is the architect of Mr Kim's sun- 
shine policy of engaging North Korea by 
providing unconditional aid to the impov- 
erished country where the rulers enjoy a 
lavish lifestyle and even import chefs from 
Italy to make pizza. The sunshine has be- 
come cloudy over North Korea, which has 
refused official contacts with the South 
since March. But Mr Kim seems deter- 
mined to keep the policy and its architect, 
whatever the opinion polls say. @ 








No sunshine for Kim 
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No reconciliation 


COLOMBO 


Party talks fail 


NTIL recently tourists did not feel in 

danger in Sri Lanka. Although a civil 
war was being fought in the north-east of 
the island, where Tamil Tigers demand a 
separate state, the sounds of battle never 
reached the splendid beaches of the south. 
It was a good place for anyone in the grey 
northern countries to seek the sun rela- 
tively cheaply. The goodness ended on 
July 24th when the Tigers shot up Co- 
lombo’s airport, Sri Lanka’s main gateway 
for visitors, an attack that left 18 people 
dead and destroyed a dozen aircraft. 

Insurers have declared the entire island 
a war zone. Hotels in Colombo, now less 
than 10% occupied, are laying off staff. The 
clothing industry, a big exporter, fears that 
the foreign companies that dominate the 
business may move their factories to safer 
locations in the subcontinent. 

The best thing to say about Sri Lanka is 
that after 18 years of war the country re- 
mains a democracy. But the politics of the 
place look dismal. Chandrika Kumara- 
tunga, Sri Lanka’s executive president, 
who was elected partly on a promise to 
end the civil war, has seen one more peace 
effort fail. The government proposed this 
week a ceasefire linked to new talks with 
the Tigers but Sri Lankans received the 
news without optimism. The well-mean- 
ing Norwegians, hailed as peace brokers, 
appear to have retired bruised. 

This week, in what seemed a desperate 
move to try to bring some direction to the 
country’s affairs, Mrs Kumaratunga’s rul- 
ing coalition, the People’s Alliance, had 
discussions with the United National 
Party, the main opposition party in parlia- 
ment, with a view to setting up a govern- 
ment of “national reconciliation”. The 
talks ended inconclusively. The govern- 
ment faces a rough time when parliament 
reconvenes on September 7th. The opposi- 
tion is seeking to impeach Sarath Silva, the 
chief justice of the Supreme Court, ac- 
cused of 14 acts of misbehaviour, includ- 
ing living with a woman not his wife. 

Meanwhile, the government has been 
warned by its intelligence people that the 
Tigers are preparing to have another try at 
retaking Jaffna town, which was once their 
stronghold, but is now under government 
control. The Tigers are said to be well 
equipped. But so are the government 
forces, which have been revamped with 
help from Israeli advisers. The one predic- 
tion that can be made about any future 
battle is that it will be a bloody affair. = 
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The growth of private communities 





America’s new Utopias 


ANTHEM, IRVINE, LEISURE WORLD, SUN CITY AND VALENCIA 


Private housing associations increasingly lay down the laws that middle-class 
Americans live by. What are they doing to the country? 


EAD north out of Phoenix, Arizona, 

up the 1-17. Drive past the signs for 
Happy Valley Road, Carefree Highway 
and, less auspiciously, one advising you 
not to pick up hitchhikers because you are 
passing a federal prison. Eventually you 
come to one for “Anthem by Del Webb”. 

Anthem feels more like a luxury holi- 
day resort than a town. It includes a water 
park, with Disneyesque water slides, a 
children’s railway, hiking trails, tennis 
courts, a rock-climbing wall, two golf 
courses, several spotless parks, a super- 
market mall, two churches, a school and, 
for those who want a little more security, 
the Anthem Country Club, a gated (and 
guarded) community. 

Anthem, which is planned to have 
12,500 homes, opened in 1999. Its houses 
and roads look spotless. One reason for 
this is that everybody who buys a house in 
Anthem has to follow certain covenants, 
conditions and restrictions (CC&Rs), gov- 
erning everything from the colour of your 
house to whether you can put your car on 
blocks outside it (you can’t). Everybody in 
Anthem, except the construction workers, 
seems to be white. 

Anthem sounds like an exclusive en- 
clave for the rich. Far from it: homes start at 
a distinctly modest $155,000. Even the resi- 
dents of the Anthem Country Club hardly 
seem posh. They tend to laugh at the rules, 
regarding them, like the long commute to 


Phoenix, as part of the price. Why did one 
young mother come here? “Because it’s 
safe, because there are activities, because 
it’s, well, like us.” 

Indeed, Anthem is not bucking a trend, 
but joining it. In many of the fastest-grow- 
ing parts of America, development is be- 
ing driven by “master-planned communi- 
ties” of one sort or another. In big cities 
half the new home sales are in associa- 
tion-managed communities, according to 
the Community Associations Institute. Al- 
together, some 47m people—one in six 
Americans—live in 18m homes in 230,000 
communities and pay around $35 billion 
in fees every year. Around 1.25m people 
serve on community-association boards. 

Nowadays, whoever you are, there is 
probably a community planned with you 
in mind. In Nevada, a 55-acre community 
called Front Sight, featuring streets with 
names like Second Amendment Drive and 
Sense of Duty Way, is being built for gun 
enthusiasts (people who buy an acre plot 
get lifetime use of the 22 planned ranges, 
an Uzi machinegun and a safari in Africa). 
In Baton Rouge, Louisiana, one gated com- 
munity seems to have been taken over by 
black rap stars. In poor areas of Chicago, 
residents have set up gated communities 
to ward off crime. Though most of these 
places are in the west and the south, they 
crop up all over the country. 

Legally speaking, there are three differ- 
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ent kinds of association. The commonest, 
about 60% of the total, are home-owner 
associations: a house buyer also becomes 
a member of an association that owns the 
common areas, levies dues and sets rules. 
Another 30% or so are condominiums— 
typically flats in a single building—where 
the whole building is owned by a condo- 
minium association. The remaining 8% are 
co-operatives, which are like condos, ex- 
cept that the owners have shares in the 
co-op; most of these are in New York. Of all 
these, some 20,000 units, housing 8m peo- 
ple, are gated communities. 

The CC&Rs vary. In some cases, they 
just govern how you sell your house. But 
the list of rules seems to be getting longer. 
Some residents have to cough up for main- 
taining the roads, pavements and street 
lights, looking after the parks and provid- 
ing security. A maximum size for dogs— 
usually 30lbs—is increasingly common. 
Leisure World, California, has its own tele- 
vision station. The proliferation of CC&Rs 
is driven by the trend towards master- 
planned communities (like Anthem), 
where the developer tries to create not just 
a cluster of homes but a way of life. 

The two models for master-planned 
communities both date back to the 1960s: 
Irvine, in southern California, and Sun 
City, outside Phoenix. The whole of Irvine 
was built by one firm, the Irvine Com- 
pany, which says confidently that its 
present population of 200,000 should 
double in the next 20 years. The company 
presides over Irvine in an avuncular man- 
ner. Apart from laying down the cc&rs, it 
lures in businesses (the Irvine Spectrum 
business park is one of the fastest-growing 
in the country), and in 1961 it gave 1,000 
acres to set up the local branch of the Uni- 
versity of California. Irvine’s 75,000 
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> gated, most not) which collect the dues 
and watch over the rules. 

The result, argues the Irvine Company, 
is “smart growth”. Whereas many Califor- 
nians spend hours commuting in their 
cars, 60% of Irvine Spectrum's workers live 
within 15 minutes of their jobs. Un- 
planned towns tend to eat into parks, but 
40% of Irvine’s space will remain un- 
built-on forever. And then there are all 
those nice little things. Graffiti are quickly 
removed; there are no billboards on the 
freeways; construction workers have to 
spray water to keep down the dust. 

Sun City, the other great model, is a 
town of 46,000 people built by Del Webb 
on the other side of Phoenix from Anthem. 
This is a retirement community, still prob- 
ably the main section of the market. Retir- 
ing to one of these communities (Sun City 
alone has bred a dozen places with the 
same name) has become almost a routine 
part of middle-class life. 

Many of these towns require at least 
one person in each house to be 55 or older, 
and exclude children. Leisure World, an- 
other pioneer from the 1960s, has 20,000 
people with an average age of 77. The west 
is littered with elderly Chicagoans who left 
the Windy City because of the cold and 
now can't stop moaning about their air- 
conditioning bills. Even Rabbit Angstrom, 
John Updike’s American Everyman, 
ended up in a Florida condo. 

But the retirement market is changing. 
Witness the newest Sun City outside Phoe- 
nix—a computerised, Starbucked, multi- 
gym affair aimed at “active adults”. By 
2010, there will be 75m Americans aged 55 
or more. People now live about 15 years 
longer than when the first Sun City was 
built, but most of the surge in numbers by 
2010 will come from the 76m members of 
the baby-boom generation, now moving 
towards retirement. 

The older sort of retirement commu- 
nity is not exactly a senile nursing home 
(there were two dozen complaints about 
couples having sex outdoors at Sun City 
West last year, the average age of the of- 
fenders being 73). But the baby-boomers 
represent a new challenge. Zoomers—Del 
Webb's name for the first group of retiring 
boomers—prefer to retire early (Del Webb’s 
research shows one in three planning to re- 
tire before 60), but without giving up work 
completely. Retirement for them will be a 
third age, still full of assorted activities. 


Why they keep growing 

Demographics partly explains the growth 
of planned communities. But there are two 
deeper forces at work: American Utopian- 
ism, and distrust of government. 

Evan McKenzie, a professor at the Uni- 
versity of Illinois in Chicago and author of 
“Privatopia” (Yale University Press, 1994), 
argues that, whereas European Utopians 
tended to concentrate on changing the 


society around them, American ones pre- 
ferred to go off and create a new world 
somewhere else. Some cities-on-a-hill 
have been built by religious fervour. More 
often, immigrants simply want to use 
America’s empty space to create a better 
life. Contemplating the “uncontaminated” 
wilderness of the west, Thomas Paine 
once mused, “We have it in our power to 
begin the world all over again.” 

A similar optimism, if not quite so ele- 
gantly phrased, litters the literature of 
planned communities. The other side of 
the coin is pessimism about—and often 
disdain for—the services that public cities 
provide. The commonest worry is security 
(hence all those gates, though there is not 
much evidence that gated communities 
are safer than non-gated ones). But there 
are also concerns about education, health 
care, transport: everything the public sec- 
tor is supposed to provide. 

Compare Valencia, a fast-growing 
“private” city an hour north of Los Ange- 
les, with the San Fernando Valley, which is 
the northern part of that city, and has pro- 
vided around a quarter of Valencia’s 
42,000 people. Children in the San Fer- 
nando Valley are condemned to schools 
run by La’s notorious Unified School Dis- 
trict; Valencia’s schools are excellent. Peo- 
ple walk in the Valley only if they run out 
of petrol; Valencia has 25 miles of paseos 
for people to jog and bike along. Crime is 
high in the Valley; Valencia is part of Santa 
Clairita, one of the safest cities in the coun- 
try. Thanks to smart growth, two-thirds of 
the homes in Valencia are within a quarter 
of a mile of school, shops and library. If 
only, moan Angelenos. 

Joel Kotkin, author of “The New Geog- 
raphy” (Random House, 2000), calls the 
rise of places like Valencia “an escape to 
sanity” from the corruption and ineffi- 
ciency of big-city government. Commu- 
nity associations took off in California in 
the 1970s, the same decade as the passing 
of Proposition 13, which cut taxes for local 
government. And their growth has also co- 
incided with that of private schools and 
private security guards; the latter now out- 
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number the “public” police by four to one. 
So are planned communities a good 
thing? For the Americans inside them, the 
answer is usually yes. “Do I like being told 
that I have to warn the security guards that 
I am going to have a party, or that I cannot 
put up a basketball hoop in my driveway?” 
asks one Irvineite. “Of course I don’t. But 
it’s not something that keeps me awake at 
night.” There is a widespread feeling that 
housing-association boards attract the 
worst busybodies in town. Yet still the 
queue of applicants goes on growing. 


The public-private schism 

What about America as a whole? These 
are, still, mainly white places. In five days 
The Economist met only one black resident 
and no Latinos in a string of planned com- 
munities across the west and the south- 
west. This may change, as America’s mid- 
dle class grows steadily more multi-col- 
oured; but for now the juxtaposition of 
white Sun Cities and Latino local schools 
in Arizona is strange, even troubling. 

A more general worry is that a growing 
part of the middle class is abandoning the 
state: living on private roads, sending its 
children to private schools, paying for its 
own private police force, playing golf at 
private clubs. Why bother supporting pub- 
lic services when you get all yours de- 
livered privately? And what about all 
those poorer people, stuck with public 
housing, public schools and public trans- 
port? From the right, Charles Murray has 
talked of America’s coming “caste soci- 
ety”, with old-style cities becoming like In- 
dian reservations. From the left, Robert 
Reich fears a secession of the successful. 

This is an exaggeration. There are occa- 
sional examples of selfish behaviour: 
some elderly gated communities have 
voted not to let public schools within their 
walls. But there is no evidence that whites 
in planned communities are any more 
hostile to government spending than 
those outside. The mayor of Irvine, Larry 
Agran (a left-wing Democrat who once ran 
for president), says the people of Irvine are 
far more involved in both their state and 
local governments than people in Los An- 
geles, where he used to live. 

To be sure, the growth of planned com- 
munities can eat into the authority of the 
state. Robert Nelson, of the University of 
Maryland, points to two examples. The 
cc&rs trump a good deal of municipal 
law (for instance in terms of property-sales 
contracts). Second, a community can set 
rules about who is allowed to live in it. 

For Mr Agran, all this is worthwhile. 
The real evils of life in southern California, 
he says, are things like “the separation of 
the workplace from the home”. In commu- 
nities with smart growth this is a fading 
problem. Mr Kotkin agrees: “It would be 
perverse to limit the growth of successful 
places that people want to live in.” m 
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The economy 


Home is where the wealth is 


NEW YORK 


Rising house prices, not share prices, have been fuelling consumer spending. But 


for how much longer will prices go up? 


F AMERICA’S economy avoids sliding 

from downturn into a full-blown reces- 
sion, it will be because the consumer con- 
tinues to spend freely. Some economists 
had feared that this week’s revised GDP 
figures would show that the economy had 
shrunk in the second quarter. Instead, con- 
sumer spending kept the figure positive— 
albeit at just 0.2% compared with the pre- 
vious quarter at an annual rate. 

Consumer spending, which accounts 
for two-thirds of economic activity, has re- 
mained strong despite falling share prices 
and rising unemployment for one main 
reason: a housing boom. Average house 
prices rose 8.8% in the year to March. New 
government figures, due this weekend, 
should still show an upward trend. 

True, house prices have softened in ar- 
eas most exposed to the “new economy” 
(remember that?), such as Silicon Valley, 
San Francisco and New York. There has 
also been a drop at the other end of the 
market: defaults on mortages on mobile 
homes have risen sharply. But, strange 
though it may seem, neither Manhattan 
apartments nor Arkansas trailer parks are 
representative of the country at large. Ac- 
cording to the National Association of 
Realtors, the median existing-home price 
in the second quarter of this year was 
$146,900, up from $138,000 a year earlier. 

Among metropolitan areas, Sacra- 
mento had the biggest price increase, up by 
23.9% year-on-year, followed by Washing- 
ton, DC, (18.6%) and the Bergen-Passaic 
area of New Jersey (17%). Regionally, the 
fastest growth is in the South, up by 10.2%, 
compared with 1.4% in the north-east. 


House sales nationwide are expected to 
reach record levels this year. 

The housing boom fuels consumption 
in several ways. When people move, they 
tend to buy durable goods such as furni- 
ture, fridges and carpets. Lower mortgage 
rates—down to an average of 6.9% on a 30- 
year mortgage from 8.6% in May 2000-— 
have prompted many homeowners to refi- 
nance on better terms, putting money in 
their pockets. After slowing down in re- 
cent months, refinancing has started to 
surge again in the past couple of weeks as 
mortgage rates have edged below 7%. 

Higher house prices make homeown- 
ers feel wealthier and so more willing to 
spend. For all the attention given to the 
“wealth effect” on consumption of rising 
share prices, the housing wealth effect is 
better understood, stronger and more 
broadly based. The stockmarket'’s rise and 
fall mainly influenced spending by the 
richest Americans, who own most of the 
shares. But for most Americans, their 
house is their main asset. It has become 
easy for them to turn an increase in the 
value of a house into spending money by 
taking out a home-equity loan. And even 
though they have been doing that in 
droves, most estimates show total unreal- 
ised home equity has continued to grow. 

Alan Greenspan, the chairman of the 
Federal Reserve, recently said that this un- 
realised capital gain was not “a depleting 
asset”. Paul McCulley, an economist at 
PIMCO, a bond fund-management firm, 
reckons that this was a hint that the Fed 
chairman would try to keep house prices 
rising, come what may. Can he do it? 


Mortgage rates have not come down by 
much since January, when Mr Greenspan 
began his run of seven cuts in short-term 
rates. That may be because the market had 
already anticipated these cuts. But mort- 
gage payments as a proportion of disposa- 
ble income have edged up to 6.5%, from a 
low of 5.6% in 1994. 

Charles Peabody of Ventana Capital, a 
research firm, points out that houses are 
taking longer to be sold and that there are 
more sales at below the asking price (the 
norm until recently was for the final price 
to be higher). Second homes and high-end 
housing are especially weak on these 
scores. “We are at the inflexion point,” Mr 
Peabody claims. 

But the bulls have their own figures. Ian 
Shepherdson of High Frequency Econom- 
ics, a research firm, says house prices will 
rise as long as interest rates do not. Cur- 
rently, “it is an absolute no-brainer to gear 
up and buy a house,” because the rate of 
increase of house prices is higher than the 
mortgage rate. This has usually been a 
good leading indicator of further rises. 

Might higher unemployment swell the 
number of houses being put up for sale 
and thus dampen prices? Only a bit, argue 
the bulls, because supply is so tight. In the 
past, housing booms have been killed only 
by rising mortgate rates, argues Mr Shep- 
herdson. Nobody expects that to happen 
again soon. Hence the hope that the home- 
owning consumer will continue to spend 
the economy out of trouble for long 
enough for the corporate sector to sort out 
its problems. That may be what Mr Green- 
span is betting on, too. = 


United Nations dues 


Tremble, Holland, 
tremble 


America’s odd attitude to international 
institutions reaches new heights 


EORGE BUSH'S first speech to the Un- 
ited Nations, scheduled for Septem- 
ber 24th, may prove an embarrassing one. 
After all the ballyhoo about the United 
States at last beginning to pay some of the 
$2.3 billion it owes the UN, Mr Bush’s own 
party has thrown a spanner in the works. 
Back in 1999, Congress passed the 
Helms-Biden act, which promised to pay 
$1 billion in arrears, subject to various UN 
reforms. (Incredibly, getting the richest 
country in the world to pay half its debts 
was considered a triumph for the UN; 
plenty of impoverished places pay on 
time.) A first slab of $100m was paid out 
late in 1999. A second payment of $582m 
was due in December 2000, when the UN 


agreed to revise its budget quotas, so re- » 
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> ducing the American contribution to its 
regular budget immediately from 25% to 
22% and to peacekeeping gradually from 
31% to 27%. 

The latter was legally awkward be- 
cause, back in 1994, Congress had unilat- 
erally decided to cap its peacekeeping con- 
tribution at 25%. (This partly explains its 
arrears.) In order to release the $582m, 
Congress had to revise the Helms-Biden 
act to raise this number to the UN's new 
cap. The Senate did this in February; but 
for the UN to get its money, the House 
needs to do the same. 

Trouble has sprung up because the 
House Republican leaders want to add 
some new conditions, linking the pay- 
mentof arrears with a bill that seeks to pro- 
tect American soldiers from the Interna- 
tional Criminal Court. (The 1cc is nota UN 
body, but if you are a conservative con- 
gressman, the tribunal is still part of the 
new world order.) In his last days as presi- 
dent, Bill Clinton signed the Rome Con- 
vention setting up the international court 
in The Hague; but, as Mr Clinton well 
knew, the decision is unlikely to be ratified 
by Congress or Mr Bush any time soon. 

Under the Republicans’ American Ser- 
vicemembers Protection Act (ASPA), the 
government would suspend military as- 
sistance to any non-NATO member join- 
ing the ICC; refuse to co-operate with the 
tribunal; decline to take part in UN peace- 
keeping operations unless the Security 
Council exempts American soldiers from 
possible prosecution under the 1cc; and 
authorise the president to send troops to 
release Americans or allies held by the in- 
ternational tribunal. “The Hague Invasion 
Act”, as critics have dubbed it, has not gone 
down well with allies. 

It also has yet to get anywhere in the 
Senate, despite Jesse Helms’s support. But 
the act’s provisions were passed by the 
House in May as part of the State Depart- 
ment appropriation bill—which also in- 
cluded the provisions for the payment of 
UN arrears. Mr Bush and the Senate are 
keen to keep the issues separate. They are 
thus putting pressure on the House to pass 
the revised Helms-Biden bill, so that the 
money can be paid out immediately. 

Negotiations are continuing. But there 
is not much time to achieve a deal before 
Mr Bush's speech on September 24th. If 
the House refuses to compromise, the UN 
money will await a compromise on the 
State Department appropriation act, 
which could take much longer. 

Even if the $582m is released, America’s 
squabbles with the UN are not over. Earlier 
this year, America was kicked out of the 
UN High Commission for Human Rights, 
and furious House members have de- 
manded redress for this affront before the 
final payment of $244m—scheduled for 
next year—is released. The UN may wait 
for its cheque for quite some time. m 
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The trouble is, people get there 


BRIOGER LAKE 
America’s remotest spot 


HERE is the remotest corner of the 

United States, outside Alaska? If you 
are looking for the place farthest away 
from houses, head for somewhere near Es- 
calante, in southern Utah. But, in terms of 
distance from the nearest road, Carto- 
graphic Technologies, a Vermont firm that 
had to come up with the answer for a Land 
Rover advertisement, gives the prize to 
Bridger Lake, in Wyoming, in the northern 
Rocky Mountains. 

The lake is small, clear and surrounded 
by shores dotted with bluebells and trees 
(many, alas, blackened by the 1988 Yellow- 
stone fire). The mountains above, which 
look like giant pin-cushions made of green 
velvet, form a valley known by local peo- 
ple as Thorofare County. 

Itis a 32-mile hike, by mule or foot, from 
the nearest publicly maintained road to 
Bridger Lake, though crows and eagles can 
make it in 20 miles. The lake is a mere five 
miles from another cartographic marvel, 
the Parting of the Waters at Ocean Creek— 
the only stream in the country to feed both 
the Atlantic and the Pacific. Because Thoro- 
fare is at the northern end of the vast Teton 
Wilderness (which takes in an area much 
larger than the Teton National Park), Brid- 
ger Lake is protected by Congress from 
chainsaw and miner's drill. The nearby 
Yellowstone, which flows into Yellow- 
stone Lake, is one of the last undammed 
rivers in the west. 

But remote, nowadays, does not mean 
untouched. “The Thorofare is an extremely 
popular destination,” sighs Ron Paris of 
the us Forest Service Buffalo Ranger Dis- 
trict, which looks after the area. Others less 
politely say it reminds them of Grand Cen- 
tral Station. No fewer than 41 local outfit- 
ters have permits to run pack trips or hunt- 
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ing camps. In 1997, the last year for which 
figures are available, some 106,000 people 
visited the Teton Wilderness. 

Mules loaded with gear and riders with 
sore behinds crowd the trails alongside the 
hikers. Turpin Meadow Ranch is one of the 
leading operators in the Thorofare. This 
dude ranch and outfitting business sup- 
ports Dale and LaRae Castagno, plus their 
three sons and the sons’ families. 

The Castagnos are a good example of a 
four-generation cattle-owning family that 
moved into the holiday business. Mor- 
mons with their roots in Utah, the Castag- 
nos had ranches in northern Utah and 
southern Idaho, but found the cattle busi- 
ness a struggle. When someone offered to 
buy their last ranch, the Castagnos agreed, 
but still wanted to remain stockmen if they 
could find a workable way of doing it. 
They were not successful. “I looked at over 
100 ranches and every one of them was at 
least $1m in debt,” says the patriarch Cas- 
tagno. Then, in 1992, Turpin Meadow 
Ranch caught their eye, and the Castagnos 
made the transition from the cattle busi- 
ness to tourism. 

A decade later, as the recreation market 
goes on growing, the Castagnos are again 
being bought out. The buyer plans to tear 
down the older buildings and build a 
multi-million-dollar high-end dude ranch. 

The curious thing is that the Castagnos 
do not own one square foot of the land be- 
neath their barns, houses and corrals. It is 
all leased from the Forest Service. This is a 
new twist on an old theme. Exploiting gov- 
ernment-owned timber, coal and grass 
once brought wealth to westerners. What 
made the Castagnos prosper is the draw of 
the Thorofare’s isolation. The per-head in- 
come of Teton County, 97% of which is in 
effect public land, has grown 63% in the 
past decade, compared with an all-Wyo- 
ming figure of 9%. 

How long can the idyll withstand the 
influx? The irony is that development re- 
strictions, which many locals still loathe, 
help to pull in tourists. The Teton Wilder- 
ness forbids logging, mining and snowmo- 
biles. This has brought, among other 
things, a booming trade in mountain 
horses and mules, which give substance to 
the touristy “old west” image. When that 
Vermont firm did its search for farthest- 
from-a-road places, only three spots came 
close to challenging the Thorofare for iso- 
lation. The trouble is, isolation no longer 
necessarily means peace and quiet. @ 









RESIDENTS come and go, but campaigning is eternal. With a 

mere 1,159 days until the next election, it is time to start handi- 
capping the Democrats who want to take on George Bush in 
2004. And suddenly Gray Davis, the governor of California, is 
back, slowly moving up the pack. 

This might strike anybody who has been out of the country 
for the past couple of months as ridiculous. Surely not the man 
who plunged the Golden State into obscurity? Who became the 
butt of a hundred light-bulb jokes? Who became known as the 
Prince of Darkness? In June Mr Davis was grappling with an 
electricity crisis that, thanks in part to his own dithering and 
taste for government intervention, had already drained much of 
California’s budget surplus and bankrupted one of its utilities. A 
long hot summer beckoned of rolling power cuts, industrial 
chaos and heat-stroke for the frail. People were talking about Mr 
Davis having trouble winning re-election next year. 

Yet the summer disaster has not struck. The power has 
flowed without interruption. Firms have stayed where they are 
and old folk in Palm Springs have kept cool. The new power 
plants Mr Davis had pushed to get built have started running, 
and more will do so by the end of the year. Consumption has 
dropped—it was 12% less in June and 5% less in July than it had 
been a year earlier—prompted by $850m-worth of conservation 
efforts that Mr Bush’s people scoffed at. Mr Davis has set in place 
new long-term contracts with power suppliers. Under pressure 
from Mr Davis, the federal regulator has abandoned the Bush 
administration’s principled objections to price caps. Prices for a 
megawatt-hour, which averaged $320 earlier in the year and 
sometimes peaked above $1,000, are now capped at $92, and of- 
ten run at $60. 

Historians will find plenty to quibble about in Mr Davis’s 
“great achievement”. He has been lucky that the summer has 
been relatively mild (he might still get caught out by an autumn 
heatwave). His much-vaunted long-term contracts will surely 
prove more expensive over time than allowing retail prices to 
rise with wholesale prices. Price caps may well suppress the cre- 
ation of new supply. His attempts to blame deregulation for a 
system that looked downright Soviet were bunk. There has also 
been a rumpus over conflicts of interest among consultants 
hired by Mr Davis to negotiate with the power companies. 
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Yet most Californians seem uninterested in the consulting 
scandal, let alone the finer points of energy economics. As far as 
they are concerned, Captain Yawn has kept the lights on and 
their fuel bills down. Already a terrible thought is beginning to 
occur to Republicans: that the whole thing could leave Mr Davis 
much stronger. His polling numbers have started to recover. Re- 
publican hopes that Richard Riordan, who finished off his sec- 
ond term as mayor of Los Angeles in July, might run against the 
governor seem to be ebbing away. The front-runner, Bill Jones, 
the secretary of state, would seem to have little chance against 
Mr Davis, whose campaign fund has already amassed $30m. 

That money-raising power—not to mention California's 55 
electoral-college votes—would automatically put Mr Davis back 
into contention for the White House. To this, he can add other 
advantages. Mr Davis is economically moderate, a Democrat in 
the Bill Clinton mould, but inoculated against the suspicion that 
California Democrats are wicked libertines by his obvious dull- 
ness, a sober family life and the military decorations he won 
while serving in Vietnam. He is also a better campaigner than 
his demeanour would suggest. During the last governor’s race, 
he overhauled two much better-funded candidates. His patience 
is legendary, though he can be ruthless when he needs to be. 
This week, two children of the Modesto Lothario, Congressman 
Gary Condit, resigned from Mr Davis's administration, after the 
governor finally turned on his erstwhile friend. 

For Mr Bush, a revitalised Mr Davis would look a much 
tougher match than most of the other Democratic candidates. Al 
Gore (who last week dropped in on his old Silicon Valley friends 
to test their mood) has already lost to the president once. The 
other possibilities are all in the Senate, generally a less propi- 
tious starting point than a governor’s mansion, and have obvi- 
ous weak points—Hillary Clinton polarises people, Joe 
Lieberman’s moment may have passed, John Kerry is a New 
England liberal, John Edwards is too young, Tom Daschle’s skills 
may work better in Congress than in a national campaign. 

As for Mr Davis’s own weaknesses, it is hard to believe that 
he is not still vulnerable on the subject of energy. But that will 
be one subject that Mr Bush, the friend of Big Oil, the despoiler 
of the Arctic wilderness and the champion of nuclear energy, is 
unlikely to want to force to the centre of the debate. Besides, Mr 
Davis can claim that he saved the day in California, while Mr 
Bush's “national energy crisis” (which, incidentally, is no less fic- 
titious than Mr Davis's bunk about deregulation) is far from be- 
ing solved. In the spring, even while he patently had no idea 
what to do, Mr Davis was adept at winning the blame game. 

Can Mr Davis do it? One of the rules of presidential specula- 
tion is that any campaign can be overturned by events (few pre- 
dicted California’s energy problems, let alone Monica 
Lewinsky). But in his patient, methodical way, Mr Davis will 
keep going, consolidating his appeal with just the sort of swing 
voters—Latinos, Catholics, women—that Mr Bush is trying to 
pull into the Republican coalition, and burnishing his cv (edu- 
cation reform is a possibility in California). And he will keep 
meeting people. A courteous man who seldom forgets a name, 
Mr Davis has always been hard to dislike—something that may 
unnerve Mr Bush. It would be galling to those (including this 
newspaper) who believe that Mr Davis fundamentally mishan- 
dled the energy crisis to find it turned into a source of strength 
for his campaign. But politics is not always fair—and the lights, 
so far, have stayed on. & 
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Mexican politics 





Fox’s moment of truth 


MEXICO CITY 


Anew congressional session will be decisive for the political fortunes of Mexico's 


indecisive president 


HERE will be “no surprises” in Vicente 

Fox’s first state-of-the-nation address 
on September ist, say his spin doctors, bar 
the format: a shorter, more accessible kind 
of presidential speech, “so that people 
don’t turn off the television.” That just 
about sums up Mr Fox's presidency so far. 
If you picture the Institutional Revolution- 
ary Party (pR1), which ruled for seven de- 
cades until Mr Fox took over, as a software 
operating system, then Mexico is still run- 
ning, at best, PRI 1.1: a more user-friendly 
version, perhaps, but not the redesign that 
is needed. 

Mr Fox will be inaugurating a difficult 
autumn session of Congress, with pre- 
cious few achievements to look back on 
after nine months in office. His first effort 
was to try to end the Zapatist uprising in 
the south-eastern state of Chiapas, which 
had simmered on through the final six 
years of PRI rule. He pushed for, and won, 
congressional approval of an Indian-rights 
bill, demanded by the rebels as a condition 
for peace talks. But Congress amended the 
text, prompting the Zapatists to break off 
contact with the government. 


An anti-corruption drive has been dis- 
appointing: auditors have not found the 
mega-crooks the public was expecting as 
part of the pri’s legacy, while the govern- 
ment has concentrated more on hunting 
for corrupt officials than on reducing the 
incentives for corruption. Other plans to 
increase accountability, by means of a 
freedom-of-information law and govern- 
ment performance targets, have stalled. 

The biggest change has come in foreign 
policy. Mr Fox has improved Mexico’s rela- 
tions with the United States; next week, he 
will address its Congress during a state 
visit, and talk to George Bush about an un- 
precedented migration accord. But at 
home, things have moved more slowly. A 
tax reform, the linchpin of Mr Fox’s strat- 
egy, has been delayed, both by the Chia- 
pas brouhaha and because the govern- 
ment was unprepared for the opposition 
to its plan to increase the scope of VAT. 

That delay may prove costly. The re- 
form is needed to finance higher spending 
on education, infrastructure and welfare, 
and to strengthen Mexico's credit rating, 
which would open the door to more for- 
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eign capital. Standard & Poor's, one of the 
main American credit rating agencies, has 
said it will not upgrade Mexico's bonds un- 
til the tax reform is approved. Although 
Mexico has been largely immune to the fi- 
nancial woes of Argentina, it is reeling 
from the slowdown in the United States. 
After growing by 7% last year, the economy 
may not grow at all this year. Economists 
say that the recession is the price Mexico 
must pay for the benefits of its closer econ- 
omic ties with North America. But for or- 
dinary Mexicans, paying that price for the 
first time is an unpleasant shock. 


Blowing in the winds 

“The problem is that we basically have a 
populist president,” says one senior offi- 
cial. Mr Fox wants to please many people 
and be open to many ideas. His cabinet 
contains a wide range of views. But lack- 
ing a strong programme of his own, he is 
apt to be blown by political winds. The 
overall strategy is confused; the National 
Development Plan, announced with great 
fanfare in May, was a wish-list of vague 
goals. Government proposals are prone to 
change; for example, Mr Fox suddenly an- 
nounced recently that, after all, he would 
not start levying VAT on books. 

All this has led to tensions in Mr Fox's 
inner circle. His vacillations have annoyed 
his disciplinarian finance minister, Fran- 
cisco Gil Diaz. Presidential policy advisers, 
supposed to co-ordinate the cabinet’s 
work in key areas, have sometimes just 
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caused confusion and are often ignored or » 
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> bypassed. Some ministers resent Mr Gil for 
his fiscal rigidity. Jorge Castaneda, the dy- 
namic foreign minister, is said to be frus- 
trated by some of his slower colleagues; 
and they, in turn, detest his habit of speak- 
ing his mind on any subject that takes his 
fancy. “He’s a blabbermouth. But he can 
talk all he likes, we don’t pay any atten- 
tion,” confided one of them recently. 

The next four months, though, will test 
the president’s most difficult relationship, 
that with Congress. The first priority for 
the autumn session is the tax reform. Then 
there is an ambitious reform which would 
open much of the state-run energy sector 
to competition, though how is not yet 
clear. This is becoming increasingly urgent: 
the boss of Pemex, the state oil monopoly, 
gave warning this week that unless private 
investment was allowed, Mexico's oil ex- 
ports could drop by two-thirds by 2006. 

Mr Fox’s biggest problem is that he 
lacks a majority in Congress. And even 


Reform in Argentina 


many congressmen from his own National 
Action Party are sceptical about tax re- 
form. The pri, the other main force, will ex- 
tract a high price for its backing. Mr Fox's 
earlier promise of a truth commission to 
investigate the pri’s murky past is already 
on indefinite hold. The government has 
been in talks with pri state governors; its 
best hope of getting the tax package passed 
is to cede some of the revenue to the states. 

As for energy, any serious reform 
means constitutional changes, requiring a 
two-thirds majority. And lightening the 
tax burden on the state oil and electricity 
firms, so they can invest more, will be im- 
possible unless the government raises 
more from other taxes. Until this is sorted 
out, it cannot decide next year’s budget. 
The word in Congress is that all three bills 
will be haggled about in parallel, right up 
until the end of the year. The success or 
failure of Mr Fox’s presidency may hang 
on the outcome of that bargaining. m 


Culling the politicians 


BUENOS AIRES 
The government brandishes its axe 


ESPITE last month's bail-out from 

the mmr, Argentines face unpopular 
spending cuts and, after a recession last- 
ing three years, have little love for their 
rulers. So it is not surprising that the lat- 
est money-saving idea involves culling 
politicians. 

The fashion was begun by Jose Ma- 
nuel de la Sota, the governor of Cordoba, 
Argentina’s second most important 
province. In July, he gained popularity 
by holding and winning a local referen- 
dum to prune government bureaucracy. 
That included the abolition of the upper 
house in his province's legislature—co- 
incidentally controlled by his oppo- 
nents. Now President Fernando de la 
Rua wants to launch a similar reform. So, 
too, does Carlos Ruckauf, the governor 
of Buenos Aires. 

Both men are desperate to find new 
ways to cut public spending. Mr de la 
Rua is pledged to eliminate the fiscal def- 
icit this year; he has ordered cuts of up to 
13% in government salaries and pen- 
sions. But tax revenues are falling, mak- 
ing the “zero deficit” target even harder 
to meet. Unless cuts are made elsewhere, 
wages might have to fall by a “socially 
unacceptable” 24% by the end of the 
year, reckons Martin Redrado of Funda- 
cion Capital, a Buenos Aires think-tank. 
He hopes that this prospect will encour- 
age reform of health and welfare spend- 
ing and a reduction of bureaucracy, after 
years of empty promises. 

The government plans to restructure 


several ministries and welfare agencies. 
Domingo Cavallo, the economy minis- 
ter, has placed Armando Caro Figueroa, 
one of his closest aides, in charge of the 
tax agency, with a brief to crack down 
on chronic evasion. But Mr de la Rua has 
also announced that he wants to hold a 
referendum in November on slimming 
the political system. 

Argentina’s politicians are notorious 
for padding the payrolls of legislatures, 
both national and provincial, with their 
hangers-on. Not surprisingly, Mr de la 
Rua’s idea has attracted flak from all the 
political parties, except the small force 
led by Mr Cavallo. But the critics have 
some points. Firstly, the poll will be 
costly, yet it would not be binding. Sec- 
ondly, some of the mooted reforms, 
such as abolishing the (opposition-con- 
trolled) Senate, would require difficult 
constitutional amendments. And while 
provinces could manage with a single- 
chamber legislature, in a large, federal 
country there is a strong case for a Sen- 
ate. The critics also dispute the govern- 
ment’s claim that these reforms would 
save $1.5 billion, out of total government 
spending of $52 billion. 

Mr de la Rua’s referendum plan 
smacks of an effort to deflect criticism 
ahead of a congressional election in Oc- 
tober, in which his weak government is 
likely to do badly. The more pressing 
task is for the president to build a politi- 
cal coalition capable of implementing 
the necessary reforms. 
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Despair and anger 


ASUNCION 
The impotent public rages against 
corruption and misery 


FTER assembling in a house in Asun- 
cion’s suburbs, a few dozen members 
of “Swindled Public in Action” set off in a 
convoy of cars to stage a noisy half-hour 
protest at the house of Juan Carlos Was- 
mosy, a former president, demanding his 
arrest. They blame him for the money they 
lost when many of Paraguay’s banks col- 
lapsed in the late 1990s. 

Only a dozen years after democracy ar- 
rived, political disillusion in Paraguay is 
widespread. As their backward country of 
5.5m people slides further into economic 
decline, Paraguayans have become fed up 
with a political elite they see as corrupt 
and complacent. Rumours swirl of a mili- 
tary-backed coup plot; loyal forces were 
put on alert when President Luis Gonzalez 
Macchi visited Chile last month. 

But the protests have so far been inef- 
fective. Though Mr Gonzalez has been ac- 
cused of involvement (which he denies) in 
a $16m bank fraud, and was recently found 
to be driving astolen BMw, calls for his im- 
peachment have got nowhere. And the 
only popular potential replacement is 
Lino Oviedo, a former army chief. He led a 
failed coup in 1996; his supporters tried 
again last year. He is now under house ar- 
rest in Brazil, resisting extradition on 
charges relating to the murder of Para- 
guay’s then vice-president in 1999. 

“We have two types of politicians—the 
incapable and those capable of anything,” 
reads a graffito on the wall of Congress. If 
Mr Oviedo is an example of the latter, one 
of the former is the vice-president, Julio 
Cesar Franco, of the opposition Liberals. 
His election last year was the first national 
defeat for the ruling Colorado party since 


the 1930s, and triggered hopes of change. >» 





His other car's his own 
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* But he lacks powers, has done almost Politics in Peru 


nothing, and he, too, faces calls to resign. 

Reformers are scattered through all 
three main parties, but are isolated. One 
such, Martin Sannemann, the Liberal gov- 
ernor of Central department, wants early 
elections (they are not due until 2003). But 
he admits that only pressure from the 
streets would achieve them, and that the 
protesters are as divided as the politicians. 

National income per head is set to fall 
this year, for the fifth successive year. The 
government recently signed a reform pact 
with the mF, promising higher taxes, 
lower spending and privatisation. It is un- 
likely to get any money until it delivers 
some of these promises. The government 
was bailed out in 1999 by loans from Tai- 
wan. But that money is spent; in August, 
Paraguay’s foreign minister went to Taipei 
seeking more. 

Services such as health bear the brunt 
of government penury. Asuncion’s Clini- 
cas Hospital no longer has funds for anti- 
biotics. Patients buy their own or plead 
with charities to provide them. A doctor 
on a packed ward says they are turning 
away cases of cerebral haemorrhage. He 
cheerfully admits to being a supporter of 
General Oviedo. That past military leaders 
were as corrupt as any of today’s civilian 
politicians has been forgotten. Only the 
opposition of the United States, and of 
neighbours like Brazil, seems to stand in 
the way of the next coup-plotter. m 


Canadian lumber 


Stump war 


VANCOUVER 
Canada is holding out against American 
pressure for managed trade in wood 


O OTHER country has more experi- 

ence of the United States’ abrasive ap- 
proach to trade disputes than Canada, and 
no Canadian industry knows more about 
such matters than its producers of soft- 
wood lumber. But familiarity does not 
ease the pain: Canadian wood producers 
have begun to shut mills and lay-off thou- 
sands of workers in response to a decision 
in early August by America’s Commerce 
Department to impose a 19% counter- 
vailing duty on timber imports. 

Twice over the past two decades, Can- 
ada has cracked under such pressure, and 
cut deals restricting its exports. The latest 
deal, which expired in March, had capped 
duty-free exports at an annual 14.7 billion 
board-feet since 1996. Canada’s lumber in- 
dustry claims that this cost it C$700m 
($480m) per year in forgone revenue, and 
11,000 jobs. 

At the root of the dispute lie different 


y 


Idled by a countervailing massacre 


systems for timber rights on each side of 
the border. In the United States, almost all 
timber is privately owned and sold at auc- 
tion. In Canada, provincial governments 
own the timber, set harvest levels, restrict 
the export of raw logs and set stumpage 
rates (or cutting fees) according to market 
conditions. Lobbyists for America’s lum- 
ber industry claim that these stumpage 
rates are cheap “administratively set 
prices” and constitute subsidies. 

The Commerce Department agreed, 
and went on to backdate the duty to May, 
claiming an unjustified inflow of Cana- 
dian wood since the agreement expired. 
On September 24th, the department is to 
rule on whether to levy additional “anti- 
dumping” duties that could triple the C$2 
billion cost of those already in place. 

This time, Canada is in militant mood. 
“We're not panicking and we're not rolling 
over,” says David Gray, of the Canadian 
Free-Trade Lumber Council. One reason, 
he admits, is that half of the penalties are 
being passed on, through a 10% price in- 
crease, to American buyers who need Ca- 
nadian wood. Another is that the federal 
government, the provinces and the indus- 
try have stayed united. On August 21st, 
Canada asked the World Trade Organisa- 
tion to open consultations on the duties, 
which it says are illegal protectionism. 

Canada’s prime minister, Jean Chré- 
tien, said he had warned George Bush that 
he cannot expect to restrict lumber exports 
while also calling for more Canadian en- 
ergy. Not a threat to block energy exports, 
just a reminder that trade under NAFTA 
should be free, Mr. Chrétien said later. 

On August 30th, Canadian and Ameri- 
can officials were due to meet for their first 
talks under the wTo’'s auspices. Canada 
insists that this is not the first step towards 
a negotiated settlement. But for all the talk 
of economic warfare between the two 
close allies, diplomacy does not seem to 
have been entirely abandoned. @ 





Cleaning up 


LIMA 
Accusations against Alberto Fujimori 
and his henchmen 


ITH his regime collapsing in scandal, 

last November Alberto Fujimori, 
Peru’s authoritarian former president, 
sought asylum in Japan, whose national- 
ity he claims by descent. Under Japanese 
law, its nationals cannot be extradited, so 
Mr Fujimori may be safe from judicial pur- 
suit. But Japan may not be protected from 
embarrassment over its guest. 

Hitherto, investigations into the abuses 
of Mr Fujimori’s regime have centred on 
Vladimiro Montesinos, his sleazy intelli- 
gence chief, who has been imprisoned 
since June on some 50 charges. Investiga- 
tors say they have made little progress in 
their efforts to link Mr Fujimori to the pro- 
ceeds of Mr Montesinos’s corruption, 
partly, they say, because they have not re- 
ceived much international co-operation. 

But this week Peru’s new, democrati- 
cally elected Congress voted without dis- 
sent to endorse a report which accuses Mr 
Fujimori of crimes against humanity aris- 
ing from two incidents in 1991-92 during 
the army’s war against the Shining Path 
terrorists. In one case, an army death 
squad gunned down 15 people, one a 
child, at a charity barbecue; in the second, 
nine students and a teacher were ab- 
ducted and killed. But even if prosecutors 
now charge Mr Fujimori, they may find it 
hard to prove that he knowingly ordered 
innocent civilians to be killed. 

Many of Mr Fujimori’'s former cronies 
are less protected. More than 800 people 
are under investigation for corruption and 
abuse of power. Those now behind bars 
include the former attorney-general, the 
official in charge of a rigged election in 
2000, and dozens of army officers. The 
new Congress is likely to move more 
swiftly than its predecessor to lift the im- 
munity from prosecution of several of Mr 
Fujimori’s former ministers. 

The first of the many corruption cases 
against Mr Montesinos is likely to reach the 
courts soon. He has given some help to 
prosecutors, but has said he will deny 
more serious charges of trafficking in arms 
and drugs and human-rights abuses. Al- 
ready there are rumblings from conserva- 
tives and business leaders that the investi- 
gations should cease. Some believe that 
the jailings have gone too far. Officials in- 
sist that the clean-up is aimed at securing 
justice and deterring future corruption, not 
at obtaining revenge. On that basis, they 
will start to press Japan to surrender Mr Fu- 
jimori. They may have along wait. @ 
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Israeli-Palestinian fighting 


The tanks of August 


BEIT JALA AND JERUSALEM 





The storming of Beit Jala has darkened the mood in Israel as well as inflamed the 


feelings of Palestinians 


N THE past week Ariel Sharon, Israel’s 

leader, has turned up the heat of the Pal- 
estinian intifada by several degrees. On 
August 27th, Israeli helicopters hovering 
over Ramallah killed Mustafa Zibri (better 
known as Abu Ali Mustafa), the leader of 
the Popular Front for the Liberation of Pal- 
estine (PFLP), a radical faction of the Pales- 
tine Liberation Organisation. That night, 
Israeli tanks rolled into the Palestinian vil- 
lage of Beit Jala. Palestinian gunmen had 
been using the village as a base to fire on 
Gilo, a Jewish settlement built on land in 
occupied East Jerusalem. 

The army said it would stay put until 
Palestinian guns were “silenced”. The Pal- 
estinians said they would not stop firing 
until the Israelis left and, to show earnest, 
fired five or six mortar rounds into the 
heart of Gilo and peppered it with small- 
arms fire. On August 29th—after pressure 
from the European Union, the Palestinians 
said—the two sides agreed to stop shooting 
and start withdrawing simultaneously. 
Despite a last massive blast of Palestinian 
gunfire, Israel took its forces out the next 
morning. Would they return if the firing re- 
sumed? “Absolutely”, said Binyamin Ben- 
Eliezer, Israel's defence minister. 

Israel had not gone into Beit Jala lightly. 
The incursion came after months of hesita- 
tion in Mr Sharon's cabinet, and its failure 
to stop Palestinian attacks has darkened 
the country’s mood. Although Gilo, a 
sprawling community of 45,000 people, is 
built on occupied territory, Israelis con- 


sider it part of Israel's capital. Mortar shells 
falling on Gilo arouse very different reac- 
tions among ordinary Israelis than mortar 
shells falling on the Jewish settlements in- 
side the Gaza Strip, where they land al- 
most nightly. Those fired on August 28th 
reached the centre of the suburb; one 
landed on an empty kindergarten. The 
new school term starts next week, and it 
would be hugely embarrassing for the gov- 
ernment if the schools in Gilo stayed 
closed. 

The position of Shimon Peres, as the se- 
nior Labour Party figure in the national un- 
ity government and the major force for re- 
straint, has now been seriously compro- 
mised. He has let it be known that he was 
not consulted over the assassination of Mr 
Zibri, nor over Beit Jala. “How shall I show 
my face in the world?” he sighed as he 
wearily set about soliciting friendly gov- 
ernments to put pressure on Yasser Arafat, 
the Palestinian leader. Mr Sharon’s aides 
say both decisions were adopted in princi- 
ple some time ago, and that Mr Peres was 
on board. Their specific timing had been 
left to the prime minister and the minister 
of defence, another Labour man. 

Mr Peres is not explicitly threatening to 
quit the government. Even if Labour did 
walk out, Mr Sharon would retain a com- 
fortable majority now that the Centre 
Party, with its five Knesset seats, has joined 
his coalition. On September 4th, Labour’s 
117,000 registered members are to elect a 
new leader. The post has been vacant 
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since Ehud Barak resigned after his crush- 
ing election defeat in February by Mr 
Sharon. Mr Ben-Eliezer is running against 
the more doveish Avraham Burg, the 
speaker of the Knesset, whom the polls put 
slightly ahead. The race has aroused little 
interest, partly because members believe 
that, whoever wins, Mr Peres will remain 
the party's real policymaker in the imme- 
diate future. In the longer term, some La- 
bourites expect Mr Barak to make a come- 
back before the next general election. Mr 
Burg says that, as leader, he would “reas- 
sess” Labour’s role in the unity govern- 
ment. But he knows that the party is loth to 
move to opposition. 

Mr Peres, in particular, is reluctant to 
leave Mr Sharon to his own devices, espe- 
cially when those are becoming increas- 
ingly brutal. Mr Sharon’s logic is clear: he 
means to threaten the existence of the Pal- 
estinian Authority until Mr Arafat gets the 
message, calls off the intifada, arrests the 
gunmen and accepts a ceasefire on Israel’s 
terms. The Palestinian consensus is that 
Mr Arafat can take none of these steps 
without risking a revolt against his regime, 
including one by his own Fatah colleagues. 

The killing of Mr Zibri has strengthened 
this view. He was not only the most senior 
Palestinian killed by Israel in the intifada, 
but perhaps the most important Palestin- 
ian political leader to be killed since Israeli 
commandos gunned down Mr Arafat's 
deputy in the PLO, Khalil Wazir (Abu Ji- 
had), in Tunis in 1988. Israel insists that Mr 
Zibri was directly involved in a string of car 
bombings in Jerusalem, as well as in doz- 
ens of armed attacks in the West Bank. 

Palestinians (unaware that the decision 
had been long planned in Israel’s cabinet) 
see his murder as straight revenge. The 
assassination came after a weekend in 
which seven Israelis were killed, including 
three soldiers at a heavily fortified military 
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base in Gaza. Responsibility was claimed »» 





eration of Palestine, but the assault was 
carried out by two men belonging to Mr 
Arafat's Fatah movement, who prepared 
for their deaths with all the religious cere- 
mony of Hamas suicide bombers. The 
same unity of the factions was seen in the 
response to Mr Zibri’s murder. Thousands 
of Palestinians took noisily to the streets 
not only in Gaza and the West Bank, but 


also in neighbouring countries such as Jor- 


dan, Lebanon and Syria, where the PFLP 
still commands considerable support. 

Mr Arafat, his aides say, is still commit- 
ted to the ceasefire drawn up by the Mitch- 
ell Commission in May. But he wants 
some form of international intervention to 
ensure that Israel will withdraw from Pal- 
estinian civilian areas, freeze all building 
of settlements and resume political negoti- 
ations. The entanglement of both the EU 
and the United States in Beit Jala is pre- 
cisely what he wishes to see. If the cease- 
fire unravels he is ready to let the ground 
crackle and burn, and not only in the occu- 
pied territories. 

Mr Peres says he hopes to talk to Mr 
Arafat some time next week. But on Sep- 
tember 13th Mr Arafat is scheduled to be in 
Damascus, the latest phase in the slow rap- 
prochement with Syria’s president, Bashar 
Assad, that began when the two men met 
and exchanged cordial words at an Arab 
summit in March. Eight years ago to the 
day the Palestinian leader was in Washing- 
ton, signing the Oslo accords, shaking Yit- 
zak Rabin’s hand and embracing President 
Clinton. Mr Arafat’s message is plain: 
times change and so, if necessary, will my 
allies. m 


The world’s food 
Feast or famine? 


Prognostications for the next 20 years 


HE world’s population is forecast to 

reach 7.5 billion by 2020, and grow- 
ing prosperity, especially in China, is fu- 
elling a rising appetite for meat and 
cereals, Yet it is becoming harder to find 
new farmland, water is increasin 
scarce and crop-yield growth is slowing. 
Already, 167m children are malnour- 
ished. Are hungry times ahead? 

Not necessarily, according to anew 
study published by the International 
Food Policy Research Institute, a food- 
policy think-tank. The study projects 
food supply and demand, trade and 
prices from 1997 to 2020 for 36 countries 
and 16 commodities. If current trends 
hold, the report sees cereal consumption 
rising by more than 33% and meat con- 
sumption by 57%. But only 9% more land 
will be used for cereal production in the 


Nigeria 


Never apologise, never explain 


ABUJA 


A commission has been set up to look into past misdeeds. The generals who are 


guilty of them do not wantto attend 


N A leafy hill-top overlooking the 

northern Nigerian town of Minna 
stand two splendid back-to-back man- 
sions. They belong to two childhood 
friends, Ibrahim Babangida and Abdulsa- 
lami Abubakar, who, as wealthy generals, 
ruled Nigeria from 1985 until an election in 
1999. They acquired most of their wealth 
in the years they were in power. 

Yet peaceful retirement is not in pros- 
pect. Their names, and that of Muham- 
madu Buhari, another former military 
head of state, have been persistently men- 
tioned in a series of public hearings into 
three decades of murky events in Nigeria. 
The dirt has been aired on national televi- 
sion, and now the press wants to see the 
men in court. On September 3rd, after an 
August break, the human-rights panel that 
is conducting the hearings will resume its 
work, and the generals have been politely 
requested to appear. 

Around the world, more and more 
serving or former leaders are being called 
to account for their past actions. Could it 
happen in Nigeria, too? President Oluse- 
gun Obasanjo says he hopes so. Mr Oba- 
sanjo, himself a former military ruler, set 
up the human-rights panel two years ago. 
It has seven members, including a much- 


developing world, and the average an- 
nual growth in cereal yields worldwide 
will fall by more than a third compared 
with rates in the 1980s and 1990s. More 
trade between rich and poor countries 
would help, but not if subsidies and 
other “trade distortions” persist. Sub-Sa- 
haran Africa—battered by Arps, civil war 
and political mismanagement—will 
have a hard time simply standing still. 
Yet if developing countries were to 
increase their investment in factors that 
affect food security—from agricultural re- 
search to rural roads to education—by 
more than a third over present rates, to 
$802 billion between 1997 and 2020, 


then the study predicts that agricultural 
yields will rise, prices will fall and the 
number of malnourished children will 
tumble to 94m. A big if. 





Justice Oputa investigates 


respected former Supreme Court justice, 
Chukwudifu Oputa, who heads it, and 
Matthew Kukah, a Catholic priest. The 
panel is supposed to do for Nigeria what 
the Truth and Reconciliation Commission 
did for South Africa. Mr Obasanjo has 
even been called before the panel himself. 
On September 11th he is due to appear to 
answer questions about the death in 1977, 
after an army raid which he had ordered, 
of the mother of Fela Kuti, Nigeria’s best- 
known musician. 

Hearings began last October in the cap- 
ital, Abuja, and have continued in the 
main cities of Lagos, Port Harcourt, Enugu 
and Kano. About 11,000 depositions have 
been taken, on subjects ranging from the 
pogroms carried out in northern Nigeria 
against the ethnic Ibo before the civil war 
of 1967-70, to the assassinations and tor- 
ture of opposition leaders in the 
mid-1990s. Yet the signs are that not much 
truth has yet been aired or reconciliation 
achieved. 

On the Ibo pogroms, the political lead- 
ers of the two groups involved have 
merely traded insults and accusations. On 
the subject of the execution of Ken Saro- 
Wiwa, a campaigner for minority rights, 
the head of the task-force responsible for 
oppressing Mr Saro-Wiwa’s people, the 
Ogoni, said bluntly that he would do it all 
again, despite more than 8,000 deposi- 
tions by Ogoni before the panel. So far, no 
important Nigerian has been prosecuted >» 
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> except the son of the late military ruler, 
Sani Abacha, and two of his father’s 
henchmen. 

The three generals, too, have so far re- 
fused to appear—or have indicated that 
they will do so only if strict conditions, 
such as the ruling-out of embarrassing 
questions, are agreed in advance. The 
panel is not a court of law, but it hears its 
witnesses under oath. If Mr Buhari were to 
appear, he could be asked, for example, 
about the bungled attempt in 1984 to kid- 
nap a dubious Nigerian politician, Umaru 
Dikko, who was found bound in a crate at 
London's Heathrow airport. 

Mr Abubakar, who ran Nigeria for just 
11 months in 1998 and 1999, could be ex- 
pected to face questions over the mysteri- 
ous deaths of both his predecessor Aba- 
cha, and a jailed civilian opposition leader, 
Moshood Abiola. Both deaths occurred 
within less than a month, between June 
and July 1998. Mr Babangida, who ran Ni- 
geria from 1985 to 1993—and who is still 
both immensely wealthy and politically 
influential—could be questioned about the 
killing in 1986 of a leading journalist, Dele 
Giwa, then editor-in-chief of Newswatch, 
and about the annulment by the armed 
forces of the 1993 presidential elections ap- 
parently won by Mr Abiola. 

Messrs Babangida and Abubakar are 
especially eager not to be asked to account 
for the reported disappearance of more 
than $12 billion in public funds while they 
were in charge. Lawyers acting for the 
panel should not be allowed to ask about 
“just anything”, a lawyer for Mr Baban- 
gida told reporters in mid-August. Main- 
taining the dignity of his client was “im- 
mensely important”, he said. Apparently 
rattled, Mr Babangida on August 17th can- 
celled, at the last minute, the planned cele- 
brations for his birthday and flew off to 
Saudi Arabia instead. 

Hopes that the wrongdoers might get 
their just deserts were raised by the publi- 
cation, in July, of two reports from a series 
of inquiries into past regimes. Such inqui- 
ries have been held before, but their find- 
ings have often been hushed up or binned. 
The reports name 52 prominent and 
wealthy Nigerians who allegedly stole 
land and property from the government. 
Yet itis not clear that anything more will be 
done about them. 

That is the situation in which the panel, 
too, finds itself. Justice Oputa has the 
power to order the arrest of those who re- 
fuse a summons; but he is a diplomatic 
man, and less keen to use that power than 
some other members of the panel. If he 
dares to exercise it, and gets the generals on 
the stand, Nigerians will certainly be inter- 
ested to hear how they excuse themselves. 
If he fails either to bring them in or to pros- 
ecute them, Nigerians will suspect that the 
chief purpose of the panel is to embarrass 
Mr Obasanjo's political rivals. = 


Race in South Africa 


When dogs don’t bark 


JOHANNESBURG 


As South Africa plays host to the third UN conference on racism, how much 


progress has it made itself? 


NLIKE people, a dog that is a racist can- 

not hide the fact. Your correspon- 
dent’s dog, without any encouragement 
from past owners, barks ferociously at 
black people but merely slobbers at 
whites. Ingozi-the name means “danger” 
in Zulu-guards a house in a wealthy, 
mostly white, suburb of Johannesburg. In 
common with many South African dogs, 
he has inherited the assumption that any 
approaching blacks may be robbers. 

Ingozi’s instincts are a reminder that 
old racial animosities still fester in South 
Africa beneath a brighter surface. In many 
ways, since the first all-race elections in 
1994, the country has made a remarkable 
transformation from the world’s most 
openly racist society into a tolerant and 
democratic one. These days, instead of 
waving the old (apartheid) South African 
flag, Afrikaners at rugby matches paint the 
rainbow flag on their faces. A new black 
elite mingles with other races in Johannes- 
burg’s malls and restaurants. Television 
dramas, comedy shows and newspaper 
cartoons all dare to poke fun at race rela- 
tions, a sign of a society now a lot more at 
ease with itself. 

South Africa’s political transformation 
is even more obvious. The once all-white 
parliament is now multi-hued and domin- 
ated by the party of black liberation, the 
African National Congress (ANC). The 
1996 constitution celebrates a country “un- 
ited in our diversity” and recognises the 


Harder going beneath the surface 


“injustices of our past”. It goes on to recog- 
nise 11 official languages and to affirm 
equality before the law for all South Afri- 
cans. It outlaws discrimination on grounds 
of race, sex, sexual orientation, disability 
and so on. It makes an exception, however, 
for laws aimed at uplifting “categories of 
persons” discriminated against in the past. 
A series of laws has been passed obliging 
government and business to discriminate 
in favour of blacks, women and others dis- 
advantaged by apartheid. 

All the main political parties support 
South Africa’s multiracial democracy. But 
scratch the surface, and racial division re- 
appears. The ANC is largely black and 
dominated by Xhosas; the Democratic Al- 
liance is backed mainly by whites and col- 
oureds; the Inkatha Freedom Party is Zulu; 
the Freedom Front is white and Afrikaans- 
speaking. Parliamentary debates are 
tainted by racial mud-slinging. The ANC 
accuses critics of racism; they retort that 
the ANC too often blames the racist past 
for its own failures. 

At first glance, ordinary folk do not 
seem to share their obsession. “Fewer than 
5% of South Africans spontaneously iden- 
tify racism as a problem,” says Anthea Jef- 
fery, a consultant at the South African In- 
stitute of Race Relations (SAIRR). Crime, 
housing and jobs matter more. But these 
issues are racial too. Whites who complain 
about crime are usually referring to black- 
on-white crime, and sometimes by exten- »» 








> sion to the new South Africa. Blacks who 
lament their poverty are keenly aware that 
their former oppressors are rich. 

The government's efforts to create a 
black middle class have seen some limited 
success. After 1994, there was a surge in 
black-owned companies’ share of the mar- 
ket capitalisation of the Johannesburg 
Stock Exchange, though it slumped re- 
cently to only 2% of the total (more if you 
define black ownership more loosely), ac- 
cording to BusinessMap, a consultancy. 
With government help, blacks have made 
their mark in mining, media and telecom- 
munications. Prominent businessmen 
such as Cyril Ramaphosa, Saki Macozoma 
and Tokyo Sexwale serve as role models 
for young blacks. But all three are former 
ANC heavyweights. Not many well- 
known black entrepreneurs have suc- 
ceeded without political clout. Many have 
done no more than use their connections 
to persuade banks to lend them money to 
buy portions of existing white-owned 
businesses. That is hardly an example that 
ordinary blacks can copy. 

Now that white-owned businesses are 
no longer forced to exclude blacks, they 
seem to be putting profits before prejudice. 
A local newspaper recently sent a black re- 
porter and a white one to see whether res- 
taurants in Johannesburg treated them dif- 
ferently, but found no evidence of 
discrimination. This does not mean that 
none of the waiters or managers was rac- 
ist, merely that businesses, left to their 
own devices, have a strong incentive notto 
alienate paying customers. 


Habits hard to break 

Apartheid is no longer the law, but blacks 
and whites still live largely separate and 
unequal lives. Crowds at rugby games are 
still almost exclusively white, at football 
matches almostly entirely black. Even in 
the most youthful, trendy and relaxed 
parts of town, there are very few mixed- 
race couples. Economic segregation keeps 
people apart. Johannesburg, South Af- 
rica’s most mixed city, is divided into the 
expensive (and mainly white) northern 
suburbs and separate poor districts which 
are almost entirely black. 

Small extremist parties survive, and 
could cause trouble. The Pan Africanist 
Congress, for example (whose slogan used 
to be “one settler, one bullet”), encourages 
landless supporters to invade private prop- 
erty. The invasions have not so far been 
widespread or violent, as in Zimbabwe, 
and the government has evicted many 
squatters. But white farmers are more 
likely to be killed than almost any other 
group in society: 274 are killed for every 
100,000 people each year. The Freedom 
Front, a right-wing party of Afrikaners, 
claims that some of the murders are politi- 
cal, the long-expected revenge that many 
whites have feared. “They will never for- 





Not equal yet 


give us for what we have done,” confides 
one white woman. 

Some believe that too few South Afri- 
cans are making personal efforts to take 
responsibility for the past. Nkosinathi 
Biko, the son of Steve Biko, a writer and po- 
litical activist murdered by police in 1977, 
says that too many people, especially 
whites, expected the much-vaunted Truth 
and Reconciliation Commission (TRC) to 
do that job for them. The blacks who suf- 
fered, he thinks, have largely forgiven their 
oppressors, but the whites are still sour. 

Opinion polls bear him out. A study in 
June of nearly 4,000 people by the Insti- 
tute for Justice and Reconciliation, based in 
Cape Town, found that 76% of black re- 
spondents believed the TRC had done a 
good job, but only 37% of whites agreed. 
Some 72% approved of amnesties for 
crimes committed under apartheid, while 
only 39% of whites did. But over half of all 
blacks thought whites untrustworthy, half 
found it hard to imagine having a white 
friend (only a fifth said that they had ever 
eaten a meal with a white person), and 
roughly a fifth thought the country would 
be better off without whites. 

Prosperity could perhaps ease South 
Africa’s racial tensions. But average in- 
comes have barely grown since 1994, and 
the gap between whites and blacks re- 
mains huge. Poor blacks have stayed poor: 
an estimated 40% are unemployed, com- 
pared with 7% for whites. Although black 
wages have edged closer to white wages 
since the 1970s, they remain far lower. Ac- 
cording to the University of South Africa, 
the combined income of black South Afri- 
cans (who make up 78% of the popula- 
tion), will surpass that of whites (10.5%) for 
the first time only this year. 

Against this background, white com- 


plaints about positive discrimination can 
sound ridiculous. But they should not be 
discounted. The most likely South Afri- 
cans to emigrate are the young, white and 
skilled. Their departure applies a brake to 
economic growth, which makes it more 
likely that poor blacks will stay that way. 

Positive discrimination is also partly to 
blame for the general rise in unemploy- 
ment since 1994. Employers above a cer- 
tain size are obliged to submit annual re- 
ports to the government on their progress 
towards making their workforces three- 
quarters black at all levels, from the shop- 
floor to the boardroom. If sued for racial 
discrimination, the onus is on them to 
prove their innocence. That a black appli- 
cant was unqualified is no defence; em- 
ployers must demonstrate that he or she 
could not have acquired the necessary 
skills in a reasonable time. Faced with such 
obligations, firms tie themselves in knots 
to avoid hiring anyone at all. 


Racism begins at home 

On top of all this, there are signs that a new 
racism is emerging. Black South Africans 
are increasingly resentful of Africans from 
other parts of the continent. Lax immigra- 
tion policies, and a border of roughly 
3,000km (2,000 miles) shared with six 
other countries, have allowed large num- 
bers of Africans from north of the Lim- 
popo river to move in. Mozambican immi- 
grants are sometimes blamed for bringing 
Arps to South Africa, and Nigerians for 
bringing drugs and crime to its cities. In 
September 1998, two Mozambicans and a 
Senegalese were killed on a train outside 
Pretoria by a mob angry at foreigners “tak- 
ing jobs away” from South Africans. Tele- 
vision footage of white policemen setting 
their dogs on terrified illegal immigrants 
last December provoked outrage, but also 
drew comments (from the president, 
Thabo Mbeki, for example) that racism is 
deeply entrenched in the country. 

Yet, for all the pessimism, it is worth 
taking the long view. As Aziz Pahad, the 
deputy foreign minister, puts it, “Racism 
can’t deepen here after 300 years. It can’t 
go worse than before.” In the 1980s, many 
predicted a race war in South Africa. It 
never happened, and it is extremely un- 
likely in the future, not least because most 
of those who do not like the new South Af- 
rica can pack their bags and fly out. 

In the end, South Africa will shake off 
apartheid only if enough individuals do 
their bit to foster good relations between 
the races. In rural areas, some have 
launched “consumer campaigns” to pro- 
mote shops and other businesses as anti- 
racist places. Such small-scale activities, 
along with laws against discrimination 
and sound macro-economic policies, 
should push South Africa’s transition fur- 
ther and faster. Johannesburg's dog-own- 
ers could do their bit, too. = 
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Will the economy—and Gerhard 
Schroder—bounce back? 


BERLIN 


Germany’s ebullient chancellor is still hoping that his country will avoid a 


recession—and help him stay in power 


ITH Germany's economy having 

stopped growing in the second quar- 
ter of this year, unemployment up for the 
last seven months in a row and the govern- 
ment’s ratings slipping sharply, many Ger- 
mans have begun to wonder whether 
their hitherto unstoppable chancellor 
might at last begin to falter as next year’s 
general election approaches. Gerhard 
Schréder’s mantra that he would use a 
“steady hand” to steer Germany through 
the gathering economic storms has begun 
to sound alarmingly like shorthand for do- 
ing nothing. Nearly two-thirds of Germans 
say they are unhappy with the govern- 
ment’s performance. 

Some pollsters say that if an election 
were held today, the conservative opposi- 
tion, the Christian Democrats, in alliance 
with Germany’s liberals, the Free Demo- 
crats, would dish Mr Schréder’s coalition 
of Social Democrats and Greens. Worse for 
the chancellor, his coalition had shown it- 
self divided over the question of sending 
German troops to help keep the peace in 
Macedonia—and even seemed in danger 
of being defeated in parliament over the 
matter. Mr Schréder was starting to look as 
if he was on the ropes. 


This week, however, with the Macedo- 
nia vote in the bag, Mr Schröder has once 
again shown fellow Germans his mettle. 
By contrast, it was the vacillating Christian 
Democrats who looked divided, indeci- 
sive and perilously bereft of firm leader- 
ship. With a government majority of only 
16 in the Bundestag and a threatened rebel- 
lion by 39 of its backbenchers, Mr 
Schréder’s victory had been far from as- 
sured. The Christian Democrats had said 
they would vote against deployment of 
German troops unless the government 
agreed to pump at least DM500m ($232m) 
into defence. In the end, they got a promise 
of an extra DM28m for the Macedonia mis- 
sion. But faced with growing dissent with- 
in their own ranks, and opinion polls 
showing that two-thirds of Germans 
wanted to send troops, the Christian Dem- 
ocrats’ leaders had to change tack. They 
called first for a free vote and then for a 
vote in favour. In the event, nearly a quar- 
ter of the Christian Democrats’ 198 depu- 
ties voted against. 

That left the right-wing opposition in 
tatters, with the authority of its leader, An- 
gela Merkel, sorely undermined. Once 
again, doubts are being raised about her 
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suitability to lead the right into battle 
against Mr Schröder next year. Even before 
this latest setback, a large majority of vot- 
ers on the centre-right had said they 
wanted the more experienced and sophis- 
ticated Edmund Stoiber, the powerful boss 
of the Christian Social Union, the Chris- 
tian Democrats’ Bavarian sister party, to 
lead the fight against Mr Schréder. The two 
conservative parties have always insisted 
that they will not choose a joint candidate 
for chancellor until early next year. But 
many are beginning to think it might be 
better to hurry that decision up. 

In any event, the vote on Macedonia 
was not Mr Schréder’s sole victory of the 
week. He also persuaded Volkswagen (on 
whose supervisory board he used to sit) 
and the trade unions to clinch a dramatic 
new wage deal based mainly on pro- 
ductivity. This showed once again that be- 
hind the fixed smile and smooth manneris 
a tough Macher, a fixer, with strong nerves. 
His promise to provide that steady hand 
should in no way, he insisted, be equated 
with the habit of aussitzen (“sitting things 
out” while waiting for storms to blow 
over), the preferred political tactic of his 
Christian Democratic predecessor, Hel- 
mut Kohl. 

Yet many have begun to wonder 
whether Mr Schröder is not doing just that. 
Europe's biggest economy has been mark- 
ing time since the start of this year. Most 
economists now guess it will grow by 
barely 1% in 2001, against last year’s 3%. 
Germany, long the powerhouse of Europe, 
has turned into its biggest laggard. The 


number of Germans withoutjobs crept up »» 
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> in July to nearly 3.9m, its highest level in a 
year, and looks set to go on rising. Even Mr 
Schröder has now admitted that he may 
not be able to bring the figure down, as he 
promised, to 3.5m before the general elec- 
tion expected to be held on September 
22nd next year. 

“Chancellor, do something!” begs Bild, 
Germany’s biggest-selling newspaper. In 
particular, many pundits urge him to 
speed up the introduction of tax cuts due 
in 2003 and 2005. But Mr Schréder says 
that he will not be rushed into taking panic 
measures. 

His biggest hope is that the economy 
will begin to perk up before the end of this 
year. There have been some flickers of op- 
timism. The Ifo business-climate index, 


Dutch politics 
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which was at its lowest ever in June, rose 
slightly—against nearly all expecta- 
tions—in July. New industrial orders, 
which had been dipping earlier in the year, 
went up in May and June compared with 
the two previous months. Despite the 
global slowdown, Germany’s car manu- 
facturers are still notching up record sales. 
Even the crisis-ridden building industry 
offers a glimmer of hope, with orders up 
by nearly 4%in June, the first rise in activity 
for two years. 

Other figures also suggest that Ger- 
many’s economy may prove more robust 
than some fear. Revised government fig- 
ures show an unexpected jump in con- 
sumer spending of 1.2% in the 12 months 
up to the end of June, suggesting that this 


Wim Kok bows (almost) out 


After almost eight years as prime minister, Wim Kok is ready to depart 


WON'T leave office quite yet. But 

with fresh elections due next May, 
Wim Kok, aged 62 and with almost eight 
years as the Netherlands’ prime minister 
under his belt, is ready to hand over the 
leadership of his Labour Party. This 
week, confirming months of rumour, he 
told his colleagues so, and named his 
successor. A new era of Dutch politics— 
less so of government-—is about to begin. 

Mr Kok’s party does not believe in so- 
cialism. Its current coalition partners— 
Dutch voting habits and rules almost 
guarantee coalitions—are D66, a vaguely 
progressive party, and vvp, liberals in 
the continental sense—meaning origi- 
nally anti-clerical, and these days on the 
free-market right. Yet Mr Kok made his 
way into parliament, and rapidly to a 
portfolio, by an old-fashioned route: a 
dozen years as leader of the country’s 
main trade-union confederation. 

His chosen successor—there is no 
other challenger in sight—is a very differ- 
ent figure. Ad Melkert was a professional 
politician from the start. Now aged 45, 
he is of variable views, has a sharp brain 
and as sharp an eye for opportunities, 
and a keen admiration for Britain’s Tony 
Blair. He has been the party's floor 
leader in the lower house since 1998. 

“A nice man with a good sense of hu- 
mour,” says a colleague there. Yet Mr 
Melkert is distinctly short on what Mr 
Kok has in abundance: charisma. Opin- 
ion polls put him far down the popular- 
ity league. And this week he was under 
a cloud, cast by a report into misuse of 
European Union funds in the days, 
1994-98, when he was social-affairs min- 
ister. In his view, it left him in the clear, 
and no one suggests the money, aimed 





Melkert ponders the charisma deficit 


at getting people into jobs, went into his 
own pocket. Maybe not, said the media, 
but plainly he had not done his job of 
controlling just where it did go. 

Though Mr Kok plans to stay prime 
minister until a new government is 
formed (which could be many weeks 
after election day), he will hand over the 
party reins late this year, amply soon 
enough for Mr Melkert to make his pub- 
lic mark. Yet the popular Mr Kok’s depar- 
ture will hurt a party already at some 
risk. So far, the Dutch economy has felt 
surprisingly little of its German neigh- 
bour’s distress. Unemployment is very 
low, public finances healthy. But this 
may not true by next May. In 1998, La- 
bour took 45 seats out of 150, to the 
vvD’s 38. Next year the liberals have a 
chance of edging ahead. That would be 
most unlikely to cost Labour its place in 
a coalition; but it would very probably 
cost Mr Melkert the prime ministership. 
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year’s tax cuts may be having a good effect 
already, though they may also widen the 
public deficit, perhaps to nearly 2% of GDP. 
Inflation, which rose in May to 3.5%, its 
highest annualised rate for seven years, fell 
back to 2.6% in July, raising the hope of a 
cutin interest rates in the euro zone. 

So gloomy talk that Germany is slip- 
ping into a recession may be receding. The 
economics minister, Werner Müller, a 
man without a party label who is not usu- 
ally known for his optimism, is now pre- 
dicting that Germany may bounce back, 
growing by 3.5% in the first half of next 
year—a much faster rate than most econo- 
mists forecast. Mr Schröder has not yet 
sailed his way through the storms. But the 
outlook is less frightening than it was. @ 


Scandinavia’s republicans 


On the rise 


STOCKHOLM 


Two out of Scandinavia’s three 
monarchies look a bit less secure 


N THE face of things, Scandinavians 

enjoy the paradox of being sturdy 
monarchists and relentless egalitarians all 
at once. Judging by the whoops and cheers 
in Oslo’s streets last weekend, when Nor- 
way’s crown prince married a commoner 
with a four-year-old child born out of 
wedlock with a convicted drug offender, 
many still feel that way. But republican 
sentiment in Norway and Sweden is far 
from dead. In the past week, two of Scandi- 
navia’s biggest newspapers have called for 
their countries’ monarchies to go. Only 
Denmark's popular royals have been 
largely unscathed. 

Dagbladet, whose Saturday edition is 
said to be read by a third of all Norwe- 
gians, marked the prince’s wedding day 
with an editorial calling for a republic. 
And Sweden’s Dagens Nyheter, the coun- 
try’s largest and most influential daily, sur- 
prised many of its readers by demanding 
the same in Sweden. “Royalty and the pub- 
lic should both be freed from the anachro- 
nism of a hereditary monarchy”, its edito- 
rial opined. Sweden’s head of state (or 
monarch, if people still want one) should 
instead be elected. 

Not that the constitutional monarchies 
of Sweden, Norway or Denmark are under 
immediate threat. All three have been 
rather good at reflecting their people’s 
worthy tastes. Indeed, a recent opinion 
poll said that four out of five Swedes still 
want a monarchy, while their king, Carl 
Gustaf, always scores well in the country’s 
annual popularity contest. 

But this sudden surge in republican 
spirit in the media suggests that things can >» 





> change fast. Norwegians’ support for their 
monarchy has dipped sharply. A decade 
ago, some 80-90% backed it, but a poll ear- 
lier this year put the figure at 58%, the low- 
est ever recorded. This went up a shade, to 
62%, on the eve of the recent royal wed- 
ding. But several prominent Norwegians, 
including Kjell Magne Bondevik, a former 
prime minister who leads the opposition 
Christian Democrats, have raised ques- 
tions about the monarchy’s future. 

Most mainstream political parties in 
Norway and Sweden say they are content 
to let their monarchies be. But ever more 
intrusive and irreverent press coverage is 
subjecting Nordic royals to new and unfa- 
miliar pressures. Sweden's tabloids com- 
pete to examine the minutiae of Crown 
Princess Victoria’s purported romantic at- 
tachments. King Carl Gustaf and Queen 
Silvia were infuriated two years ago when 
some Swedish newpapers published pic- 
tures of a thin-looking Victoria and sug- 
gested that she had an eating disorder. This 
month pictures evidently taken with a 
long lens were published of Victoria's 
younger sister, Madeleine, passionately 
embracing a friend on holiday. 

Royal Danes, however, are still treated 
more kindly—and their country’s monar- 
chy looks less vulnerable to republican as- 
sault. Crown Prince Frederik, a dashing 33- 
year-old, was last year voted “man of the 
year” for the fourth time in a row. @ 


Italy's new government 
Flying some 
daring kites 


MILAN 
Will Italy’s prime minister act as 
radically as his people talk? 


ERY other day of the hot summer holi- 
days, it seems, one of Silvio Berlus- 
coni’s new ministers has been floating a 
kite. Out flies an idea in a speech or inter- 
view, the opposition on the left dissents, 
arguments break out in the press and 
sometimes even within the new govern- 
ment, and then Mr Berlusconi's spin doc- 
tors and pollsters measure the general re- 
action. By the time parliament returns in 
two weeks’ time, priorities and possibil- 
ities will become plainer, and legislation 
can begin in earnest. That, at any rate, is the 
new team’s strategy. 

The kites have so far trailed some radi- 
calideas concerning labour laws, choice in 
education, public pensions and building a 
grand new national infrastructure, espe- 
cially in Italy’s blighted south. On the 
whole, Mr Berlusconi’s own name has not 
specifically been attached to these kites. 
Instead, he has let his ministers put them 
up—and then take the flak. 





Grand enough for Berlusconi? 


Giulio Tremonti, his economy minister, 
has probably been the most provocative. 
At a meeting of an influential group of 
business-minded Catholics in the seaside 
resort of Rimini, he suggested junking the 
old laws on hiring and firing. The main 
statute on which they are based, dating 
from 1970, says that nobody can be sacked 
except “for a just cause”. Hitherto, govern- 
ments of the centre-right as well as the cen- 
tre-left have been scared to challenge it. Mr 
Tremonti is less reticent. He says that com- 
panies should be able to hire and fire more 
freely. Too bad, he implies, if the trade un- 
ions squawk. When Sergio Cofferati, 
leader of the largest union complained, Mr 
Tremonti promptly dubbed him “the ar- 
chetype of the new reactionary”. 

In a country where economic gover- 
nance has long been underpinned by con- 
certazione, whereby employers, the un- 
ions and the government decide things 
together, Mr Tremonti’s comments were 
bound to court controversy. Not surpris- 
ingly, he has won plaudits from many of It- 
aly’s more dynamic businessmen, who 
feel frustrated by the country’s labour- 
market rigidities. Antonio Fazio, the cen- 
tral bank’s governor, is also behind him. 
And the new industry minister, Antonio 
Marzano, insists that if firing were easier 
(albeit with reasonable notice given before 
dismissal, plus a decent pay-off), compa- 
nies would be more willing to take on 
workers with full-time, open-ended con- 
tracts; more and more workers these days 
are on short-term contracts. 

The new education minister, Letizia 
Moratti, has also stirred debate by saying 
that parents should be able to choose be- 
tween private and state schools for their 
children—and be subsidised if they go priv- 
ate. The snag is that the constitution pre- 
vents the state from helping private 
schools. Then change the constitution, 
says Ms Moratti. “Even post-communist 
constitutions like those in Croatia, Estonia, 
Bulgaria and Hungary give parents 
choice,” she says. But the opposition ar- 
gues that state schools would suffer. 


Another idea concerns pensions. Ital- 
ian workers in private companies pay a 
third of their gross salaries towards their 
pensions, against 22% in Britain, 20% in 
Germany and 15% in France. Among EU 
countries, only Austria sees more of its 
GDP go towards public pensions. Italians 
still retire younger than other Europeans. 
An Italian can become a pensioner at 55 
after working in the public sector for 35 
years. Reforms in the 1990s mean that such 
pensions are becoming steadily less gener- 
ous and, in their present form, will be 
phased out by 2008. But Mr Tremonti is 
said to want them ended by 2004. 

One of the biggest kites has the word 
infrastructure emblazoned on it, plus a fig- 
ure of €97 billion ($88 billion), which Mr 
Berlusconi’s people say is the sum needed 
to boost the south. Half of it, they suggest, 
should come out of the budget, a third 
from private investors and a fifth from the 
EU. High priorities are a bridge to link Sic- 
ily with Italy’s mainland; a new motorway 
from there to Salerno, just south of Naples; 
and another between Florence and Bolo- 
gna. The government also wants to bring 
water to the drier regions of the south. 

These kites have fluttered across Italy's 
political skies before. It is possible that Mr 
Berlusconi may deem the reaction to some 
of them too hostile to warrant his risking 
his own popularity by enacting laws along 
the lines suggested. Still, his team has 
moved fast to test public opinion. And if 
the tycoon-turned-politician has the nerve 
to implement radical reforms in, say, just 
two of the areas under discussion, he will 
have achieved alot. m 


Spanish scandal 
Who’s next? 


MADRID 
Some juicy scandals are jangling the 
government’s nerves 


O SILLY season for Spaniards this 

year. Instead, genuine scandals have 
filled the headlines—and shown up sys- 
tematic faults in Spain’s supposedly mod- 
ernised business culture. 

The first involved Sintel, a telecoms out- 
fit sold five years ago by the then state- 
owned Telefonica to a Miami-based leader 
of the Cuban exiles, Jorge Mas Canosa, 
who happened also to be a pal of many 
people in Spain’s ruling centre-right Peo- 
ple’s Party (pp). Mr Mas Canosa, now dead, 
stripped Sintel’s assets and failed to pay Te- 
lefonica. So Telefonica stopped subcon- 
tracting work to Sintel, which in turn last 
December sought to fire most of its 1,800 
staff. Many of them began to camp outside 
the finance ministry; the state got them »» 
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> into the mess, it must help them out, they 
said. In vain the ministry argued that this 
was a private affair. Public opinion backed 
the protesters, and as July ended, Jose 
Maria Aznar’s government surrendered. It 
made Telefonica—albeit by now suppos- 
edly in the private sector—hire many of the 
employees, while the rest got early retire- 
ment and state pensions. 

Next came the collapse of Gescartera, a 
stockbroking house run by an ambitious 
financier, he too with well-placed friends: 
a complex tale of greed, nepotism and 
fraud that cast a vivid light on Spain’s tradi- 
tional old-boy network in business. Ant- 
onio Camacho’s clients included bishops, 
showbiz stars, the navy’s pension fund 
and ONCE, a huge lottery-running charity 
for the blind. He promised them record re- 
turns on their investments. In fact, he was 
registering record losses, while acquiring a 
wardrobeful of Armani suits (estimates 
ranged from 100 to 2,000), a garageful of 
flashy cars and several bodyguards. Mr Ca- 
macho is now in jail while his dealings are 
investigated; some $100m is astray. 


Chop, chop! 

The scandal claimed one early political 
victim, Enrique Gimenez-Reyna, a junior 
minister at the finance ministry whose sis- 
ter was managing director of Gescartera. 
He resigned in July, denying any links with 
Gescartera except putting his own savings 
there. Later, newspapers claimed that 
meetings he had arranged with officials 
helped Mr Camacho get ONCE’s business. 
Two heads have rolled at ONCE, and oth- 
ers may follow, notably at the cnMv, the 
stockmarket regulator, which failed to act 
in time despite its suspicions of Mr Cama- 
cho. He, meanwhile, had lavished gifts on 
CNMV employees. An outgoing vice-presi- 
dent (and former PP parliamentarian) gota 
Cartier watch. Two inspectors got nice jobs 
with Gescartera. Some Gescartera clients 
received quiet tip-offs that it might be an 
idea to withdraw their cash. Most did not. 

The government has ordered a full in- 
vestigation, and punishment where it is 
due. A parliamentary committee will look 
at the affair too—though not for very long, 
if pp members have their way. The church 
has had to defend its decision to invest in 
Gescartera: one bishop said it was his 
Christian duty to get the best returns on 
the donations of the faithful. 

The Socialist opposition has been mak- 
ing the most of the affair. Financial scan- 
dals milked by the pp played a big part, in 
the mid-1990s, in bringing down the long- 
running government of Felipe Gonzalez 
and his Socialists, who now see their 
chance of revenge. “We do not seek to 
make political capital from the misery of 
many small investors who have lost all 
their savings,” said their leader, Jose Luis 
Rodriguez Zapatero, from his seaside re- 
treat, while doing exactly that. = 


Turkey's poor 
Their lot gets 
worse 


ANKARA 


But apathy still outweighs anger 


UPPER for Ahmet Cimli, his wife and 

three children is a watery soup made 
from discarded bones donated by a 
friendly local butcher; breakfast is a few to- 
matoes and some stale bread sold at a 
nearby factory at half the price of fresh 
loaves. Since Mr Cimli lost his job wiping 
cars’ windscreens at a petrol pump, his 
family has had to forgo lunch. Such is a typ- 
ical diet for poor people in the Yenidogan 
slum district of Ankara, Turkey’s capital. 

The Cimlis’ lot, like that of most poor 
people in Turkey, has worsened seriously 
since the economy dived during last Febru- 
ary’s crisis. Some 600,000 Turks may have 
lost their jobs; by the end of June, officially 
registered unemployment had risen by 
42% in a year; many hundreds of busi- 
nesses have folded; and the Turkish lira 
has shed half its value, eroding the pur- 
chasing power of millions of Turks. Infla- 
tion at last count was running at an an- 
nualised rate of 65%. 

Suicides, domestic violence, prostitu- 
tion and petty theft are all up. A furious 
man recently parked a tanker in front of 
the prime minister's office in Ankara and 
began shouting “I’m hungry! I can’t feed 
my children!” before being hustled away 
by police. In stormy debates aired nightly 
on Turkey’s widely viewed private-televi- 
sion channels, the possibility of a “social 
explosion” is frequently discussed. 

So far, the mood is surprisingly quies- 
cent. “Turkish society is very resilient and 





It’s still all rubbish for many 


there’s still a strong sense of community,” 
says Ajay Chhibber, the World Bank’s An- 
kara man. This summer, the Bank agreed 
to fork out $6.2 billion in loans for Turkey. 
Nearly a tenth of that sum is supposed to 
help Turkey’s poor, with the first dollops 
being given out this month. 

The pain of poverty is softened in va- 
rious traditional ways. Poor people invoke 
feudal and clan allegiances to solicit help 
from the better-off. Islamic brotherhoods 
provide their own welfare safety-nets. The 
urban indigent in the shanty towns that 
have mushroomed around Ankara, Istan- 
bul, Izmir and other big cities often seek 
out people who hail from the same origi- 
nal village or district. But such rural ties are 
getting weaker. 

As poverty bites, cheating increases 
too. Oguz Isik, a sociologist at Ankara’s 
Middle East Technical University, explains 
that many poor Anatolians who have 
made good in the cities have done so by ex- 
ploiting the gediks, a much-used Turkish 
word meaning loopholes in the law. Politi- 
cians, in turn, promise to turn a blind eye 
to people who squat or build illegally on 
state land or who dodge taxes—in ex- 
change for their votes. 

“We have a system in which everyone 
from top to bottom cheats and cuts cor- 
ners—which is why our politicians have 
never been held accountable,” says Mr 
Isik. But with little spare land left for squat- 
ting on and with the government's coffers 
virtually empty, Turkey’s poorest 5%, 
whose income last year was reckoned to 
be $395 a head, may well get even poorer. 

The latest crisis has brought a new fea- 
ture: this time, Turkey’s middle class has 
been badly hurt too. Thousands of people 
working in banks have been sacked. A re- 
cent opinion poll in a mass-circulation 
newspaper, Hurriyet, found that some 70% 
of respondents had contemplated emigra- 
tion. The number of Turkish applications 
for the annual “green-card” lottery to wina 
residential visa to the United States has 
jumped fivefold this year. 

With growing despondency at home, it 
is perhaps surprising that unrest has not 
broken out. Apathy, so far, has out- 
weighed anger. Like many intellectuals on 
the left, Ece Temelkuran, a young female 
writer, blames the generals’ coup in 1980, 
their third such intervention since the sec- 
ond world war. “Everyone with a good 
brain was locked up, the next generation 
was ordered not to think, the result is that 
no Turk is willing to take risks or respon- 
sibility to improve his lot,” she complains. 

Moreover, many of the curbs on trade 
unions and political parties which the gen- 
erals wrote into Turkey’s constitution in 
1982 still apply. That is another reason 
why Turks find it hard to express griev- 
ances collectively. And the police remain 
ready as ever to use their batons against 
demonstrators who refuse to disperse. m 





Charlemagne Boris Trajkovski 


Like his country, Macedonia’s president has to manoeuvre to stay in place 





INCE 1999, Macedonia has played host to a startling variety 


of guests for a small and struggling country. Not all were wel- 


come; and their reception has depended much on just who was 
manning the reception desk. Among these, one of the good 
guys—by western criteria—has been President Boris Trajkovski. 
The first and least welcome tour group, if that’s the word, ar- 
rived in the spring of 1999, a few months after an election vic- 
tory by the current prime minister, Ljubco Georgievski, and his 
political party, VMRO, the most moderate of several groups 
claiming descent from a Slav-nationalist guerrilla movement a 
century ago. Fleeing Serb atrocities, ethnic-Albanians were 
pouring out of the neighbouring Serbian province of Kosovo in 
their hundreds of thousands towards Macedonia. Mr Trajkovski, 
a deputy foreign minister under Mr Georgievski, was among 
those who urged that the borders be opened to them. 
Reluctantly, under western pressure, it was done. But do not 
judge that reluctance harshly. The decision was not the easy one 
that mere human decency might seem to dictate. Macedonia’s 
Slav majority do not love Serbs just because they too are Slavs. 
But nor did they love the refugees just for being the Serbs’ vic- 
tims. Macedonia also had an uneasy ethnic balance, and its own 
minority—a large one, 30% or so—happened to be ethnic-Alba- 
nian. Imagine, say, some disaster or civil war pushing a few mil- 
lion Mexicans northwards. Would any American president find 
it merely natural—forget domestic politics—to open the gates? 
Macedonia’s agreement to do so won it the backing of west- 
ern countries, and then a new bunch of guests: thousands of 
NATO troops on their way to Kosovo, who needed Macedonia’s 
airport and road links with Greece for their supply lines. It’s true 
they brought lots of hard currency as well, but not nearly as 
much as their governments and aid agencies were soon to pour 
into Kosovo. That imbalance has mightily irked Macedonians. 
By the end of 1999 Mr Trajkovski, aged only 43, was presi- 
dent, for much the same reasons that had caught Mr Georgiev- 
ski’s eye in the first place. Educated, in law, at Skopje University 
and then at a Protestant theological college in the United States, 
he had brains, skills and, not least, that command of English 
which endears foreign politicians to Americans. What he lacked 
was political savvy; fine, he would do the job, without causing 
trouble. He duly got the party nomination, and won, after a 


much-disputed but not disgraceful election, aided by the votes 
of many ethnic-Albanians who were disillusioned with the for- 
mer governing party led largely by ex-communists, and ready to 
risk voting for a reformed Slav-Macedonian nationalist instead. 

Since then, with western support, he has acquired political 
weight of his own. And a bit more political awareness. Two 
years on, Mr Trajkovski and most of his fellow citizens this week 
watched stony-faced as yet another NATO force assembled in 
Macedonia. This time the visitors’ purpose is to collect weapons 
from Macedonia’s own ethnic-Albanian guerrillas—but as part 
of a deal that many Slav Macedonians think a damned sight too 
generous to that minority. And like many others, the president 
blames Macedonia’s troubles on NATO’s kid-glove treatment of 
armed ethnic-Albanians in Kosovo. 

Still, the deal had been made, with Mr Trajkovski’s backing, 
however hesitant. Without that, no amount of NATO pressure 
would have got it even on to paper, let alone off the ground. It 
may fall apart. But at least in theory the rebels will disarm, par- 
liament will ratify the deal, and the minority, mollified by con- 
stitutional changes giving wider rights for their language and 
more representation in the police, will settle down with their fel- 
low citizens. If so, be grateful to decent Mr Trajkovski. 

Maybe to his upbringing too. He is from the south-east, close 
enough to both Greece and Bulgaria to teach him the need to 
live with one’s neighbours, and far enough from any ethnic-Al- 
banian region to save him learning to dislike such people. And 
he has learned about minorities from being, in religion, part of 
one: as a Methodist preacher, he espouses a version of Chris- 
tianity even rarer in the Balkans than in its British homeland. 


Two divides to straddle 

Don't bet yet, though. Mr Georgievski has become increasingly 
nationalist, and the interior minister, Ljube Boskovski, always 
was so. Tension was high—on the ground and at official level—as 
NATO began collecting weapons surrendered by the rebels, 
with the government claiming they hold far more than the few 
thousand that would satisfy NATO. The parliamentary debate 
opening on August 31st promised to be heated. And with elec- 
tions supposed to be held in January, the government cannot af- 
ford to anger Macedonia’s ethnic majority by looking too soft on 
the minority or too subservient to NATO. 

The country and its president also have another divide to 
straddle. He looks westward, and accession to the European Un- 
ion and NATO is Macedonia’s obvious way forward. Yet even as 
British and French troops poured in, the forces of geography and 
of self-preservation for a small country surrounded by unloving 
larger ones took Mr Trajkovski last week east to Kiev to celebrate 
the tenth birthday of an independent Ukraine, the Macedonian 
government's best ally and main arms-supplier against the eth- 
nic-Albanian rebels. There also was Russia’s Vladimir Putin; he 
and his Ukrainian counterpart, Leonid Kuchma, warmly backed 
Macedonia in its fight with the rebels—and blamed NATO's mis- 
handling of Kosovo for many of the Balkans’ current problems. 

The Russians have not played the active role in Macedonia’s 
troubles that they sought and to some extent succeeded in play- 
ing in Kosovo. But they are there, and may not be reconciled to 
watching the West reign undisputed in what they once saw as 
their own backyard. That’s global politics; it is also the politics 
that can be made use of by a small country and by its president, 
both manoeuvring among greater forces they do not control. = 
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Medicine sans frontières 


Health care is opening up to international competition. Those who have been 
waiting too long for operations will benefit 


OUNTRIES, like families, tend to criti- 

cise themselves, but still feel ag- 
grieved when they are assailed by outsid- 
ers. A case in point is England’s National 
Health Service (NHS), which is both cher- 
ished (for the ideal of universal free medi- 
cine it represents) and increasingly de- 
spised (for the quality of care it actually 
delivers). But those who seek to change it 
do so at their peril. Plans recently an- 
nounced by the government to recruit 
more foreign doctors, and for NHs patients 
to be treated abroad, have predictably pro- 
duced angry reactions. Both ideas make 
sense, though they have important impli- 
cations for the future of health care. 


Is there a doctor in the hemisphere? 

Last week the Daily Mail, a big-selling tab- 
loid, published a cartoon depicting a black 
witch doctor, straddling the bed of a terri- 
fied white patient. A nurse demands: “An- 
swer the doctor...have you drunk your 
warm cockerel’s blood this morning?” This 
racist joke was prompted by a government 
drive to recruit doctors in Australasia, 
North America, Europe and elsewhere, to 
help fulfil a pledge made last year to recruit 
nearly 10,000 new doctors by 2005. Oppo- 
sition politicians have decried the interna- 
tional recruitment campaign as evidence 


of the government's failure. 

Such carping is economically illiterate. 
Foreign doctors already account for 
around half of all those registering to prac- 
tice in Britain. In total, the number of new 
registrations last year was the lowest since 
1992—because an upturn in the number of 
British registrations was balanced by a de- 
cline in foreign ones. Indeed, one of the 
reasons for Britain’s current shortfall is that 
many doctors from Asia who came to Brit- 
ain in the 1960s have reached retirement 
age. On the other hand, more foreign 
nurses are likely to register in Britain this 
year than indigenous ones. 


| Where's the Doc? 
Doctors per 1,000 population, 1999- 
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The NHs inherits all this expertise with- 
out paying for the training. Indeed, the at- 
tractions of foreign staff to the NHS are 
more obvious than its own appeal to them. 
Doctors’ pay in Britain is higher than in 
some southern European countries that 
have a surplus of them, but so is the cost of 
living. Statistics on the number of patients 
per doctor reinforce anecdotal evidence 
about the heavy workload in Britain: there 
are twice as many physicians per thou- 
sand population in Greece, and three 
times as many in Italy (see chart). The gov- 
ernment won't be advertising in develop- 
ing countries, after an intervention by Nel- 
son Mandela curtailed the active 
recruitment of South African nurses. Elias 
Mossialos, of the London School of Eco- 
nomics, says that doctors attracted to the 
NHS are unlikely to be the experienced 
specialists it most needs. 


Taking the mountain to Muhammad 
In health, as in other industries, the raw 
materials can sometimes be moved to 
where there is skilled labour, rather than 
vice versa. Some frustrated British patients 
pay to have their treatment abroad. The 
number of NHs patients waiting for hospi- 
tal treatment in England is stubbornly 
stuck at around 1m; at the last count, 
46,000 had been waiting for more than a 
year. Until now, though, the NHs has paid 
for only a tiny number of exceptional 
cases to be transferred to foreign hospitals. 
But last week the government aban- 
doned its resistance to exporting more pa- 
tients. The catalyst was a ruling made by 
the European Court of Justice in July. It 
confirmed that health care was, in princi- 


ple, covered by the Eu’s laws on the free » 
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> movement of goods and services. It also 
said that patients were entitled to seek 
treatment abroad, unless it could be pro- 
vided domestically without “undue de- 
lay”. “Undue delay” is the sort of concept 
that gets the lawyers excited. Lest they get 
involved, Alan Milburn, the health secre- 
tary, has said that NHs organisations will 
in future be able to sign block contracts 
with foreign hospitals. 

Cue for more angst among those who 
think the NHs should be self-sufficient. But 
when the scheme, and the patients, take 
off, the little-Englanders will probably be 
outnumbered. Frank Field, a former La- 
bour minister, thinks this could be as 
much of a vote-winner as the Tory scheme 
to let council-house tenants buy their 
homes. Perhaps, having pledged to “save 
the NHS”, ministers previously felt it 
would be humiliating to rely on foreigners. 
But failing to meet their pledge would be 
much more hazardous. 

The government says that a shortfall of 
staff, rather than of cash, is now the NHS’s 
main problem. But exporting more pa- 
tients could save cash as well. Paying a pre- 
mium for speed can be economical, given 
the extra medical costs and lost tax reve- 
nue incurred through delays. And for 
some conditions, export will simply be 
cheaper: spare capacity in continental hos- 
pitals—not necessarily something to be 
proud of, since on a large scale it betokens 
inefficiency—means they can offer com- 
petitive rates (see chart). 

Specific comparisons are tricky be- 
cause travel costs, bulk discounts and va- 
rying medical practices need to be consid- 
ered. But Keith Smith, of Euromedic, which 
helps to transfer NHs patients to private 
hospitals, says that Belgian, French and 
German ones are generally cheaper than 
British hospitals, and the government is al- 
ready sending some NHs patients to them. 
GerMedic, a company that is arranging 
treatment for Norwegian patients in Ger- 
many, says it can offer a hip replacement 
for £6,500 ($9,425), roughly the same as in 
Britain—including travel, and a week in 
Germany for a companion. 


Nowhere to hide 

Perhaps a helping hand from Europe will 
boost the EU’s popularity in Britain. But, 
for the government, two problems may 


Bargain in Belgium 
Price of single hip-replacement operation 
in a private hospital, £’000 
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arise from the increasing mobility of doc- 
tors and patients. Martin McKee, of the 
London School of Hygiene and Tropical 
Medicine, thinks that there will be an in- 
creasing need for a health policy de- 
veloped at a European level, to co-ordinate 
standards and training: in theory, all doc- 
tors who qualify in the EU are equal; in 
practice, some are more equal than others. 

But more important than the pressure 


Schools 


to centralise will be the power that accrues 
to patients. As increasing numbers return 
from the continent with tales of quicker 
and better treatment, the more difficult it 
will become to keep the rest satisfied. Of 
course, many ailments are not portable. So 
health care can never be just another in- 
dustry that Britain can give up on. In the fu- 
ture, though, it won't be so protected from 
international competition. @ 


Those who can, won’t 


The teaching profession needs a good recession 
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IKE TOMLINSON is head of Ofsted, 

the schools inspection service. Re- 
kindling memories of his headline-grab- 
bing predecessor, Chris Woodhead, Mr 
Tomlinson picked the week before the 
start of the new school year to claim that 
teacher shortages are at their highest 
level since 1965, and that 40% of teachers 
are quitting before completing three 
years in the classroom. 

There was a predictable outcry, with 
bold headlines warning of four-day 
school weeks and cancelled courses. 
However, as Mr Tomlinson himself ad- 
mits, there is little more that the govern- 
ment can do to attract more teachers into 
the profession. 

Mr Tomlinson arrived at his 40% fig- 
ure by conflating the 15% who drop out 
from their teacher-training courses with 
the 25% who leave within three years of 
starting work. In fact, these figures are 
not exceptional within the context of the 
modern labour market. More young 
people are switching jobs at the begin- 
ning of their career than ever before. 

There has been a shortage of teachers 
for the past four years. During the sum- 





mer, schools now regularly scour the 
world looking for teachers, mainly from 
the Commonwealth countries. Over the 
past ten years, about 25,000 teachers 
have been recruited from New Zealand, 
Australia, South Africa and Canada. 

The reasons for the domestic recruit- 
ment crisis are not hard to find. Contrary 
to popular perception, teachers are well 
paid compared with some of their for- 
eign counterparts. The problem is that 
their pay does not compare favourably 
with that in other professions in areas of 
economic boom. Thus in the economic 
hot-spot of the South-East, London has 
1,000 vacancies, whereas in sluggish 
Wales there are none. 

As most acknowledge, the govern- 
ment has done a lot to ease the problem. 
Low-interest loans have been introduced 
to help teachers to buy cheaper homes 
in the South-East. The government has 
introduced teacher-training salaries, 
“golden hellos”, performance-related 
pay and other incentives to persuade ex- 
teachers to come back. In an economic 
slowdown, these packages will begin to 
look more attractive. 





Bagehot The best show in town 


The Tories should worry about their candidates, not just their candidates’ ideas 





ACATIONING in Umbria, soothed by deferential cypresses, 

uplifted by the glories of the Renaissance, Bagehot promised 
himself that he would not write about the downlifting Tory 
leadership contest in the first week back. But the temptation has 
proved too strong. The struggle between Kenneth Clarke and 
lain Duncan Smith has turned so vicious over the summer that 
the jaw of even the seasoned political observer drops at the 
spectacle. Friends who have little interest in British politics, and 
none at all in the Conservatives, confide that they are looking on 
rapt, with the same horrified fascination with which a vegetar- 
ian observes a bullfight. Labour itself appears transfixed. Tony 
Blair and his ministers have good reasons to stay out of the 
headlines while their political opponents tear their own reputa- 
tions to shreds. But the government's silence is not just tactical. 
For the moment, the war of Conservative succession is, simply, 
the best show in town—and still has two weeks left to run. 

What makes it so compelling? For a start, it is protracted, 
bare-knuckled and deliciously hypocritical. In their single tele- 
vised debate, the candidates talked through clenched teeth of 
their “respect” for one another, but when it later transpired that 
Mr Duncan Smith’s campaign had attracted some racist suppor- 
ters, Mr Clarke did not hesitate to imply that there was a whiff of 
racism in Mr Duncan Smith’s own positions. Second, recrimina- 
tion is more captivating than mere advocacy. This contest is not 
only about who will lead the Conservatives in the future; it has 
flushed out into the open umpteen unrequited grievances about 
the past. John Major has been blurting out the bitterness he feels 
towards Margaret Thatcher, who passed him the torch in 1990 
but then gave succour to the Europhobic rebels, including Mr 
Duncan Smith, who made his life a misery. Third, the contest is 
not just about policy but about political personality. In the 
1970s, Malcolm Muggeridge, a wry observer of British manners, 
said that in order to succeed pre-eminently in British public life it 
was necessary to conform either to the popular image of a boo- 
kie or of a bishop. He had Churchill and Halifax in mind, but the 
bibulous, bonhomous Mr Clarke and the preachy, solemn “1ps” 
fit the Muggeridge template no less well. 

Last, the contest is not only good drama, in the style of the 
Grand Guignol. Much portentous analysis would have you be- 
lieve that Conservatism itself has reached a fork in the ideologi- 


cal road: back to the centre and into the euro with Mr Clarke, or 
deeper into right-wing insularity with Mr Duncan Smith. In one 
grim variant of this story, the Tories are skewered whichever 
path they choose. By putting a Europhile such as Mr Clarke at 
the head of a Eurosceptic party, they condemn themselves to 
endless division or outright schism. By choosing a supposed “ex- 
tremist” such as Mr Duncan Smith, they condemn themselves to 
electoral oblivion. Some commentators argue that a victory for 
the former soldier would quickly demote the Tories to third 
party and enable Charles Kennedy of the Liberal Democrats to 
become prime minister when voters tire of Labour. 

Perhaps. Occasionally, as in the strange death of the Liberals 
in the first decade of the last century, big realignments do occur 
in British politics. And after William Hague’s collapse in June’s 
general election, it would be wrong to make light of the difficul- 
ties any successor will face. All the same, reports of Conserva- 
tism’s demise are in danger of being exaggerated. 

Take that presumed fork in the road. Parties do sometimes 
make fateful ideological choices. But they do not always do this 
consciously. And sometimes, when they think they are doing it, 
they are wrong. For example, it became obvious with hindsight 
that by choosing Mrs Thatcher over Edward Heath in 1975 the 
Conservatives had made a fateful change in their ideas and di- 
rection. Back then, however, Mrs Thatcher was so careful to keep 
her half-formed philosophy under wraps that the result of their 
decision was not evident to the MPs who elected her. By con- 
trast, many Tory MPs thought during the trauma of 1990 that in 
choosing Mr Major instead of Michael Heseltine they would 
keep the Thatcherite flame alive. They only discovered later that 
they had elected a middle-of-the-roader whose one big idea was 
to make compromises in the name of party unity. 

Many Conservatives think that the party is at an ideological 
turning point now because that is what Messrs Clarke and Dun- 
can Smith tell them. But this is a contest in which a special dis- 
count must be applied to what the candidates say. Because it is 
the first in which the Conservatives will let all 300,000-plus 
party members vote, both must talk up their differences and ar- 
gue that electing the other would be an act of terminal madness. 
The truth is rather more prosaic. 


Afterwards could be much like before 

Whomever they choose, the Tories will remain divided on Eu- 
rope—just like voters at large, who showed last June that, pend- 
ing a referendum, they do not see this as the swing issue in 
British politics. Nor, despite the conniptions about race, will the 
party have shifted decisively left or right. Though neither bookie 
nor bishop signed up for Michael Portillo’s crusade to drag the 
party’s social attitudes into the 1960s, both claim to uphold the 
liberal decencies. Both emit familiar Blairite noises about im- 
proving the public services, and neither is likely to depart very 
far from Mr Hague’s thinking on taxes and spending. 

In one way, this is as it should be. For although he made 
some policy mistakes, Mr Hague’s problem was less a failure of 
political ideas or positioning than a personal failure to impress 
himself on voters as a credible and attractive alternative prime 
minister. That is still the trouble for the Tories. After this summer 
of fratricidal over-exposure, there is no reason to be confident 
that either Mr Clarke, a talented man who has come over as ar- 
rogant, or Mr Duncan Smith, a new face who has come over as 
stiff and inexperienced, will fare very much better. m 








Lay-offs with no sign of revival 


TOKYO 


Headline-hitting job cuts will not be enough to turn round Japan’s ailing 


electronics giants 


OSHIBA says that 19,000 jobs will go. 

Fujitsu is jettisoning 16,000 workers. 
NEC is adding 4,000 jobs to the 15,000 it al- 
ready plans to shed. Kyocera is cutting 
10,000 and Oki Electric 2,200. And Hita- 
chi, which has yet to break the bad news, 
may top them all with cuts expected to to- 
tal 20,000. Were there any doubts about 
their health, there can surely be none now: 
Japan’s lumbering electronics conglomer- 
ates are in pain. 

Fujitsu thought it would make profits of 
¥50 billion ($420m) this year. Now it says 
it will make a ¥220 billion loss, the worst 
in its history. Toshiba is bracing itself for a 
loss of ¥115 billion. Pleading turmoil in the 
chip industry, Mitsubishi Electric, another 
big firm that has been upended by the glo- 
bal technology recession, has abandoned 


forecasting this year’s profits altogether. 

Now, of course, is the time to persuade 
shareholders that a fix is in the works. And 
along with the job cuts, investors have 
been offered plenty of other tinkering to 
cheer them up. Fujitsu, for example, is 
shrinking its computer hard-disk-drive 
business, transferring a chip plantto ajoint 
venture with Advanced Micro Devices, an 
American firm, and considering spinning 
off several other businesses, such as print- 
ers and flat-panel displays. NEC plans to 
close some chip-making plants in Japan 
and Britain. Toshiba may merge its mem- 
ory-chip business with Infineon, a Ger- 
man company, or sell it to Samsung Elec- 
tronics, a South Korean firm. 

Yet shareholders remain unmoved. 
Toshiba’s restructuring plans, unfurled on 
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August 27th, got a half-hearted cheer from 
the stockmarket. But Fujitsu’s shares have 
hardly budged since it unwrapped its 
plans on August 20th. NEC’s shares, mean- 
while, have actually fallen since its latest 
effort, on July 31st, to convince investors 
that it could heal itself. 

Although Japan’s electronics conglom- 
erates make everything from washing ma- 
chines to bullet trains and toasters, it is 
their chip businesses that drive profitabil- 
ity. Recently, however, profits have turned 
into heavy losses as they have been 
squeezed from two sides. American firms, 
such as Intel, have better technology. And 
other Asian producers, notably in South 
Korea and Taiwan, can make commodity 
chips more cheaply. 

Some Japanese chip makers, including 
Fujitsu and Mitsubishi Electric, have been 
abandoning commodity production 
wherever possible. Toshiba, Hitachi and 
NEC have, however, dithered badly, nei- 
ther making the investments to produce 
on the right scale to compete on price with 
the South Koreans and Taiwanese nor get- 
ting out of the business altogether. 

The latest recession, in which the prices 
of some types of commodity chip have >» 





> fallen by nearly 90%, has at last prodded 
some of the Japanese laggards into action. 
NEC is closing a British plant which makes 
DRAM commodity chips, and the com- 
pany is also rumoured to want to sell its 
stake in a DRAM joint venture to its 
partner, Hitachi. Selling Toshiba’s mem- 
ory-chip business, says Ikuo Matsuhashi 
of Goldman Sachs, would add ¥100 bil- 
lion a year to the company’s profits. 


The future is confused 

The Japanese have a better notion of what 
chips they do not want to make than of 
where to turn for future profits. Fujitsu and 
Mitsubishi have invested in “flash” mem- 
ory-chip production. Because flash mem- 
ory is used in mobile phones, cameras and 
other gadgets, it would protect them, they 
argued, from a downturn in the pc busi- 
ness. So much for the theory. Thanks to a 
slump in the mobile-phone business, flash 
memory prices are also falling fast; one of 
Fujitsu’s flash memory plants is running at 
20-30% of capacity. 

Neither Toshiba nor NEC is giving away 
much about its future sources of growth. 
“The Japanese are offloading before they 
have their replacement products in place,” 
says Roger Mathus, the Tokyo represen- 
tative of America’s Semiconductor Indus- 
try Association. The same point applies to 
the job cuts. Deep, immediate cuts might 
persuade investors that the Japanese can 
soon return to growth. But this is not what 
they are promising. NEC has given itself 
three years to hit its targets, as has Toshiba. 
Hitachi is rumoured to be planning some- 
thing similarly distant. At this rate, restruc- 
turing looks more like managed decline. 

Only Fujitsu is promising to hit its job- 
cut target by the end of the year. But this 
tells another story. Unlike Toshiba, which 
is sensibly making its deepest cuts in high- 
cost Japan, Fujitsu will make 11,400 of its 
16,400 cuts overseas, dumping the foreign- 
ers, in time-honoured Japanese fashion, to 
protect more expensive jobs at home. Ei- 
ther way, none of the big electronics com- 
panies plans compulsory redundancies in 
Japan. Despite the savage operating envi- 
ronment, firing long-serving workers is 
still taboo, a principle around which all re- 
structuring plans apparently have to fit. 

The larger strategic questions, mean- 
while, go almost entirely unanswered. As 
conglomerates, the Japanese are corporate 
relics, lacking the scale or focus to compete 
effectively in any of the many industries 
that they straddle. To create an American 
Hitachi, for instance, you would need to 
merge a bit each of Intel, Lucent Technol- 
ogies, Microsoft, 18M, General Electric and 
many others besides. All told, the group 
contains a staggering 1,069 companies. 

Outlining his firm’s restructuring ef- 
forts, Naoyuki Akikusa, Fujitsu’s presi- 
dent, rejected the notion that Fujitsu 
should break up its 517 companies, saying 


instead that he would pursue a “Japanese 
new-business model”. This week, Tadashi 
Okamura, Toshiba's president, waffled 
hopefully about “synergy effects” among 
his 323 group companies. But even Mr 
Okamura’s management consultants have 
had a hard time figuring out exactly what 
Toshiba is in business to do. The latest 
thinking divides the company into three 
incomprehensibly vague units that be- 
tween them cover just about all possibil- 
ities: industry and society, the individual, 
and components. 


Auction houses 


Affairs of the art 


Between them, Toshiba, Hitachi, Mit- 
subishi Electric, Fujitsu and Nec employ 
almost 1m people. Hundreds of thousands 
more supply or distribute to and from 
them. As in the former Soviet Union, 
whole cities depend on them for their live- 
lihood. In a week in which Japan's unem- 
ployment rate hit 5% for the first time since 
the second world war, the massive cuts in 
their payrolls are provoking panic. What 
really should worry investors, however, is 
not how much they are doing, but how 
much they are not doing. = 


In the first of two articles about the growing influence of France in the art world, 
we look at the changing ownership of the big auction houses 


ER since Alfred Taubman, an Ameri- 
can property mogul, appointed CSFB, 
an investment bank, to decide what to do 
with his controlling stake in Sotheby’s, the 
art world has been rife with rumours of 
potential buyers. The name most fre- 
quently mentioned is Bernard Arnault, the 
boss of LVMH, a stable of luxury brands 
which already owns Phillips, a smaller 
British auction house. If Mr Arnault were 
to buy Mr Taubman’s stake, the world’s 
two biggest auction houses, Sotheby’s and 
Christie’s, controlling between them more 
than 90% of the art-auction market, would 
be in the hands of Frenchmen. 

Christie’s was bought in 1998 by Fran- 
çois Pinault, the boss of Pinault-Printemps- 
Redoute, a French conglomerate, and Mr 
Arnault’s arch-rival. Soon afterwards, Mr 


Arnault looked at Sotheby’s but decided it 
was too expensive. Instead, he bought 
Phillips in November1999, with the aim of 
thrusting it into the premier league. 

Since then, he has been spending lav- 
ishly on advertising, unusual sales meth- 
ods and high-profile hires. Sharon Stone 
turned up ata Phillips auction in New York 
in return for a generous donation to a char- 
ity she supported. Simon de Pury, a re- 
spected former chairman of Sotheby's Eu- 
rope, was brought in with Daniella 
Luxembourg, a former deputy chairman 
of Sotheby’s Switzerland. Both were 
armed with impeccable address books; in 
their honour, the firm was renamed Phil- 
lips, de Pury & Luxembourg. 

Mr Arnault is also exploiting to the full 


all the tricks that auctioneers like to use to »» 
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Sharon Stone takes to the hammer 





> manipulate the outcome of art auctions. 
Most auction houses give guarantees (a 
fixed amount granted to the seller), set a 
minimum price or reserve below which an 
item cannot be sold, sell unsold items over 
the counter, and take bids “from the chan- 
delier”—ie, from a fictional bidder. But Phil- 
lips is pushing these practices to new 
depths in its fierce efforts to dethrone the 
duopoly at the top. “High guarantees are 
an easy way to win business if you do not 
want to make a profit,” says Edward Dol- 
man, chief executive of Christie’s. “It is dis- 
torting prices,” complains Robin Wood- 
head, chief executive of Sotheby’s, for 
Europe and Asia. 

Guarantees, which are perfectly legal, 
rarely pay for auction houses; and they 
also run counter to the whole idea of an 
impartial auctioneer. But they certainly 
help to attract sellers. If an item sells for 
less than the guarantee, the auction house 
pays the difference; if it goes for more, the 
proceeds are usually split between auction 
house and seller. By giving a guarantee, 
the auction house has “an interest”, as it 
says in small print in catalogues. It is, in ef- 
fect, auctioning its own property. 

Phillips's strategy of generously under- 
writing first-rate sales has wonit this year’s 
most coveted consignments. In May, Mr de 
Pury auctioned pictures in New York that 
belonged to Heinz Berggruen, a much-re- 
spected art dealer in Berlin whose son 
works for Phillips. Alongside the Berg- 
gruen collection went a consignment by 
Henry Kravis, a financier and, ironically, a 
board member of Sotheby's. Phillips also 
bagged a prize collection of about 80 
works of art belonging to the heirs of Na- 
than and Marion Smooke, a wealthy cou- 
ple in Los Angeles. These will go under the 
hammer in New York on November Sth. 

Phillips’s tactics for breaking through to 
the top have been both risky and expen- 
sive. The Berggruen pictures sold for 
$71.2m and probably failed to cover the 
guarantee, said to be more than $80m. A 
large Van Gogh landscape and a pretty 
portrait of a woman by Renoir were left 
unsold. The guarantee for the Smooke pic- 
tures is said to be $200m, even though the 
lower estimate for the collection is $140m. 
This is another risky bet, particularly given 
the global economic slowdown, which is 
already affecting the market. 

“We are building market share,” says 
Mr de Pury. Butis there enough business at 
the top for three? Mr Dolman thinks there 
are only about 50 private collectors who 
buy works of art for $20m or more. Chris- 
tie’s, like its competitors, considers the 
middle market its safety net, in particular 
when the economy goes sour. It has been 
doing well thanks to Christie’s South Ken- 
sington, its London saleroom for the mid- 
dle market. Sotheby’s is launching a new 
saleroom in west London, at Olympia on 
September 3rd, to reclaim some middle- 


market share from Christie's. 

Mr Arnault recently bought Bonhams 
& Brooks, a British auction house that 
traditionally caters to the middle market. 
Unexpectedly, he did not merge it with 
Phillips, but formed two separate entities. 
Phillips de Pury & Luxembourg is to focus 
on the best art, jewellery and furniture, 
while Bonhams looks after the rest. 

This could clear the way for a merger of 
Phillips and Sotheby’s. Mr Taubman’s 
stake in Sotheby's is worth far less than it 
was two years ago when Mr Arnault last 
looked at it. Sotheby’s was ordered by a 
court in New York in February to hand 
back $286m to sellers for its part in a com- 
mission-fixing scandal with Christie's. 
This, and misadventures with its Internet 
strategy, contributed to a loss of $8.3m in 
the first half of this year. Now there are ru- 
mours that it is to announce cuts of up to 
20% of its workforce (around 400 people) 
after America’s Labour Day weekend, as a 
prelude to selling the business. 

Mr Arnault may eventually find it less 
expensive and risky to buy Sotheby’s than 
to go for market share by other means. The 
age-old Sotheby’s-Christie’s battle will 
then be an all-French affair. m 


French auctioneers 


Prised open 


The big French-owned auction houses 
are at last able to do business in France 


FTER resisting injunctions from Brus- 
sels for almost a decade, the dusty 
world of French art auctions is at last fac- 
ing transformation. The much-awaited de- 
cree shattering the centuries-old monop- 
oly of state agents—or commissaires 
priseurs—over public art auctions was at 
long last published in July, more than a 
year after the law liberalising the market 
had been approved. Now, once the re- 
cently created conseil des ventes has ap- 
proved them, international auction 
houses such as Christie’s and Sotheby's ex- 
pect to be banging the hammer in France 
from the start of next year. 
The local auctioneers fought to the end. 
In late June, Sotheby’s organised a sale in 
its posh Paris office, administered by Pou- 
lain & le Fur, a dissident firm of commis- 
saires priseurs. But it was promptly sued by 
the city’s association of auctioneers, 
which had to approve any sale not held on 
its own Drouot location. At the last minute, 
the event was moved to Poulain & le Fur's 
office at the somewhat less glamorous Pa- 
lais des Congres. 
With international art-auction giants 
authorised to sell in France, competition is 
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likely to spell rationalisation for the 458 
commissaires priseurs. Some of them— 
such as Poulain & le Fur, Tajan and Piasa— 
have already built links with the big 
houses. But for the reluctant commissaires 
priseurs, there is some good news. They 
will now be free to set their own fees, 
which were fixed by law at a level low by 
international standards. 

The reform could also breathe new life 
into the suffocating French market. Once 
the world leader—with 90% of the interna- 
tional art-auction market as recently as the 
1950s—France now accounts for a meagre 
6% (see chart). Foreign auction houses, un- 
able to operate in Paris, have been finding 
art in France but selling it in New York, 
London and Geneva. 

The effect of the changes, says Francois 
Curiel, Christie’s European chairman, will 
be that Paris will grow, but not at the ex- 
pense of other big markets. The main vic- 
tims could be art dealers and wholesalers, 
rather than auctioneers in London or New 
York. The only auction spot expected to 
suffer is Monaco, which has been a proxy 
for Paris for both Christie’s and Sotheby's. 

For the time being, however, Paris will 
remain at a fiscal disadvantage compared 
with London and New York. Britain has 
until 2010 to comply with a recent Euro- 
pean directive on a resale tax payable on 
contemporary paintings—the proceeds of 
which are transferred to artists or their 
families—while America has no such tax. 
In addition, vAT on art imports is higher in 
France than in America or Britain. That is 
likely to make foreign sellers think twice 
about auctioning their wares there. 

But it takes more than tax to make or 
break an art market. Cities increasingly 
specialise, and the availability of treasures 
for sale matters. New York's domination of 
contemporary art is closely related to the 
fact that the most prominent contempo- 
rary artists happen to be American. Paris is 
strong in furniture, art deco and rare 
books. That dominance is likely to be rein- 
forced, not weakened, by the recent 
change in the rules. m 





They share horses, don’t they? 


BALTIMORE 


The tacky business of time-sharing is moving from houses to horses 


A A way of marketing property, m 
aring is a familiar idea. Now 
Ble owners across America ae adaptg 
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i in owning a horse. 
i ntre near V DC, 
| iano a time-share Dän about a 
month ago which he calls the “Equi- 


lease one horse exdusively, you're leas- 
_ing into a whole stable when you time- 
share. The fee you pay allows you to ride 
any one of the horses that are in the 
_Equi-Lease programme any time you 
want. We do the rest.” 

~ Monthly fees amounting to roughly 
half the expense of feeding and 
_ caring for a horse are attracting the same 
folk who are sought after for time-share 
properties. “Baby boomers”, many of 
whom rode nags in their youth, are tak- 
_ing advantage of time-share schemes as 
_an affordable way to reacquaint them- 
Eisen volts tis Mikes of beinu inthe 
saddle. Some of the developers are old 
-time-share hands too. Al Grimsley, 
owner of the Mountain Trail Rider 
Ranch near Salt Lake City, Utah, retired 


Mobile phones in China 
A billion voices 
calling? 


HONG KONG 
High hopes for China’s mobile-phone 
market have been dashed 


HICH is the biggest mobile-phone 
market in the world? The answer, 
since July, is China’s. A country in which, 
until a few years ago, the only people who 
could afford mobile phones were triad 
mobsters now has 121m users. BDA, a Beij- 
ing consultancy, forecasts that the number 
will rise to 370m by 2005, enough to per- 
suade many investors—even after tele- 
coms shares have dived all round the 
world—that China was, and would re- 
main, a magic market. 
Over the past few weeks, however, 





from the business of selling time-share 
property. “So this idea comes naturally 
to me,” he says. 


According to a recent study by the 
American Horse Council, an industry 


tion, 7.1m Americans 


lobbying o 
in the equine industry, 


are invo 


which is worth $112 billion a year—mak- 


ing it arguably bigger than the railway, 
furniture and even tobacco industries. 
Horse business is big business. 

Could time-sharing bring a new 
wave of middle-aged “Lone Rangers” to 
the industry? Those adopting this inno- 
vative marketing scheme believe it 
could. “I’m convinced this is the best 
way to have access to a horse in the fu- 
ture,” says Kathy Rutan Sprague, owner 
of the Daystar Ranch in Red Bluff, Cali- 
fornia. “I think we'll see a lot more of it. 
It decreases our overhead and it’s best 


for the horse, best for the rider and best 


for the stables.” 


much of that magic has vanished. China 


Mobile, the mainland’s dominant oper- 


ator, with 73% of the market, announced 
half-year results that were superb in every 
respect bar one: average revenues per user 
were down by 35%. The drop took analysts 
by surprise and sent China Mobile's shares 
into a tailspin. Shares in China Unicom, 
the smaller rival in the country’s duopoly, 
followed. Suddenly, soaring forecasts of 
market size seemed worth rather less. 

Looked at one way, China’s market for 
mobile telephony appears as promising as 
ever. Fewer than one in ten of the 1.25 bil- 
lion Chinese has a mobile phone, com- 
pared with four out of ten Americans and 
five out of ten Europeans. In China, reck- 
ons Wang Xiaochu, China Mobile’s chair- 
man, a penetration of three in ten is achiev- 
able within a few years. This is more 
optimistic than the government's official 
forecast but still plausible. 

But where are the extra two to be 


found? Most Chinese with any spending 
power to speak of already have mobiles 
and use them shamelessly, as anyone who 
has sat in a cinema in China can attest. To 
sign up new subscribers, China Mobile 
and China Unicom are having to reach out 
to poorer people. One way they are doing 
this is by offering not the usual service, 
where users talk and pay the balance of 
their accounts in arrears, but a prepaid, dis- 
counted package. Of China Mobile’s 14m 
new customers in the first half of this year, 
95% took this option. Such subscribers 
tend to keep talk-time to a minimum. Friv- 
olous communication, including dating, 
happens increasingly through short text 
messages, which are cheap. 

Although China’s overall market is a 
long way from saturation, the lucrative 
segment of it may not be far off. This is not 
a total disaster, says Ted Dean, managing 
director of BDA, since low-yield subscrib- 
ers also cost less—operators do not need to 
send prepaid customers any bills, for in- 
stance. Butit does mean that China’s future 
subscribers will be less profitable than its 
existing ones. To make matters worse, the 
regulator has hinted that it intends to give 
two more licences to mobile operators, 
perhaps late next year. 

The lesson is that China’s markets are 
rarely as good as they seem. Even in mo- 
bile phones, there is still a lot of money to 
be made—Motorola, an American manu- 
facturer of handsets and the top seller in 
China, for instance, says that it has fatter 
profit margins there than anywhere else in 
the world. But investors tend to be carried 
away by over-optimistic projections of 
China’s markets, and pay over the top to 
enter them. 

China’s coastal urban middle classes 
have been bingeing on everything from 
life insurance to cars and computers. It is 
the rural population, however, that makes 
the Chinese numbers so big, and selling to 
them is another matter. As foreigners 
queue up to do business ahead of China’s 
accession to the World Trade Organisation, 
that is worth bearingin mind. m 





Too few farm folk fancy a phone 


The Economist September ist 2001 


Alcoholin Sweden 


Loosening up 


European competition law is proving 
beneficial to Sweden’s drinkers 


UYING a bottle of liquor in Swedenisa 

notoriously disagreeable experience, 
thanks to years of practice by Systembola- 
get, the state-owned monopoly retailer of 
alcoholic drinks. Now this forbidding in- 
stitution is undergoing a personality 
change and trying to reinvent itself as cus- 
tomer-friendly. Out go the clinical glass 
cases in which drink is displayed; in comes 
self-service. Since July, most stores have 
started opening on Saturdays. 

Behind this revolution is pressure from 
the European Union. When Sweden 
joined the Eu in1995, the government gave 
up its monopoly over the production and 
distribution of alcohol. It also reluctantly 
agreed to a gradual repeal by 2004 of the 
restrictions on imports by travellers. 

“Tourist” imports are already under- 
mining Systembolaget’s retail monopoly. 
Students and pensioners in southern Swe- 
den make a tidy living by driving back and 
forth from Germany and Denmark with 
boots full of lower-taxed booze. More than 
20% of all alcohol consumed in Sweden is 
imported in this way, a flow that is ex- 
pected to swell further when the remain- 
ing restrictions are phased out. 

To prepare for this, Systembolaget an- 
nounced a restructuring in early August. 
The move to self-service will allow it grad- 
ually to reduce its workforce by up to 30%. 
It also plans to slash its famously wide se- 
lection of wines. Pruning the product 
range should reduce inventory costs and 
allow price reductions for the remainder. 

Prices at the top of Systembolaget’s pro- 
duct range are already competitive. As one 
of the world’s largest buyers, it has long 
been able to negotiate large bulk dis- 
counts, especially on fine wines—so much 
so that visiting tourists from France often 
hunt for vintage bargains. Locals suggest 
that recent investigations of Systembola- 
get's procurement practices by the Euro- 
pean Commission were motivated by a de- 
sire to stop it driving such hard bargains 
with French and Spanish wine producers. 

According to a recent opinion poll, 
Swedes are evenly split on whether Sys- 
tembolaget should keep its monopoly. But 
Swedish alcohol consumption is rapidly 
rising, albeit from the lowest level in the 
EU. Fears of damaging health effects and 
alcohol-related crimes are widespread. 
Swedes have traditionally used alcoholic 
drinks not so much as a dinner refinement, 
but to get drunk. Since Viking times, the 
consequences have often been violent. m 


Cisco 


A kid no more 


SAN FRANCISCO 


Business 55 


Can Cisco ever again recapture the dazzle of its brilliant youth? 


ANAGEMENT shake-ups are a tricky 

business. They are most necessary 
when sales are plunging, but at such times 
they can easily make things worse. That 
was the dilemma faced by Cisco, the bat- 
tered networking giant, when it an- 
nounced, on August 23rd, its most impor- 
tant management shake-up in four years, 
aimed mainly at centralising its engineer- 
ing and marketing. 

The timing of the reorganisation might 
be right because the trough appears to be 
near. After a dramatic drop in recent 
months, Cisco's business is stabilising, ac- 
cording to John Chambers, its chief execu- 
tive. But the Silicon Valley company still 
has a long way to go if it is to achieve its 
self-imposed growth target of 30-50% a 
year once the networking industry recov- 
ers from its slump. Can it ever recapture 
the dazzle and status that it had as the wun- 
derkind of the “new economy”? 

For wunderkind it certainly was. It built 
most of the engines (80%, according to 
some estimates) for the Internet revolu- 
tion: souped-up computers called routers 
that guide data through networks. But the 
firm was admired not only for what it did, 
but for how it did it. Cisco was almost bor- 
ingly perfect. It mastered the art of serial 
acquisitions and outsourced all the dirty 
work to contract manufacturers. 

Small wonder that its share price 
seemed to know no limits. On March 27th 
2000, the firm’s market capitalisation 
reached $548 billion, making it briefly the 
most valuable company in the world (see 


Chambers faces the flood 


chart on next page). That increased the 
shock when the company hit the wall. On 
April 16th this year, itannounced that sales 
in its next quarter would fall by almost 
one-third, and that it would lay off 8,500 
employees, 17% of its workforce. Cisco, Mr 
Chambers said, had been hit by a once-a- 
century flood: “We never built models to 
anticipate anything of this magnitude.” 

Cisco's big competitors, such as Nortel 
and Lucent, are admittedly in much worse 
shape. Yet some of Cisco’s woes appear to 
be home-made. Having become addicted 
to growth rates of 60% and more, its man- 
agement apparently had a hard time find- 
ing the brakes. “If you don't believe that it 
is going to rain, it takes a lot of rain to con- 
vince you,” says Paul Johnson, an analyst 
with Robertson Stephens, an investment 
bank, who is a long-time Cisco watcher. 

To be sure, without its much-vaunted 
internal information systems, Cisco's 
wounds would be much deeper. Larry 
Carter, its chief financial officer, probably 
has access to more information on his PC 
than any of his rivals at other big compa- 
nies. But his “cockpit” is no crystal ball. 
Cisco’s management appears to have re- 
lied too much on its own numbers, ignor- 
ing external warning signs. In early De- 
cember last year, Mr Chambers still saw an 
opportunity for his firm to “break away” 
from its competitors, even though many of 
its telecoms customers were already in se- 
rious financial trouble. 

Nor was the famous supply chain as re- 
sponsive as it might have been. Technol- » 








Juniper Networks 


Spot the difference 


SAN FRANCISCO 
Cisco’s cautious competitor is no clone 


OR most of the American business 
press it is a simple upstart v incum- 
bent tale: the nimble Juniper Networks is 
after Cisco, the juggernaut of network- 

ing systems. But ask Scott Kriens, Ju- 
niper’s chief executive, about that 
casting and he rolls his eyes as if to say, 
“Stop comparing apples with pears”. 

In part, Mr Kriens’s reaction is a wise 
business tactic. Many a challenger has 
trumpeted too loudly, only to be 
crushed by the incumbent. Juniper is a 
serious competitive threat to Cisco in the 
strategic market of high-end routers, the 
traffic cops of the Internet backbone. But 
it is also true that the companies are 
quite different beasts. 

Take history. Cisco came into exis- 
tence almost by accident. Silicon Valley's 
Stanford University did not want to mar- 
ket the routers developed by two of its 
engineers, so they went on to launch 
their own company in 1984. Juniper, on 
the other hand, was founded in 1996 in a 
deliberate effort by Pradeep Sindhu, a 
former Xerox engineer, to create a killer 
router company. 

The chief executives are also an inter- 
esting study in opposites. Cisco’s John 
Chambers loves to talk about the net- 
worked economy of tomorrow, with 
everything connected by high-speed 
pipes. Mr Kriens, by contrast, has a keen 
interest in economic history. This ex- 


> ogy and outsourcing have made supply 
chains more efficient, but also longer, 
which means they cannot be switched off 
immediately. There is always a lot of mate- 
rial in the pipeline, some of it going from 
America to Asia and back again. 

What made things worse in Cisco's 
case was that it had, in the summer of 
2000, aggressively ordered components so 
as to cut down on its lead times, which had 
reached 15 weeks for some products. The 
firm thus found itself saddled with a huge 
inventory of parts, of which it had to write 
off a whopping $2.5 billion-worth. 

Analysts are also increasingly ques- 
tioning Cisco’s ability in one of its trade- 
mark fields: the serial acquisition of other 
start-ups. Has its takeover of 73 companies 
since 1993 really been the unmitigated suc- 
cess it is often claimed to be? The first ac- 
quisitions, such as Crescendo Communi- 
cations, were certainly winners. But Cisco 
did not in every case manage the trick of 
buying good technology and getting its leg- 
endary sales force to market it successfully. 
The company has just cancelled a net- 
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plains why he is not all that fazed by the 
current telecoms slump. Yes, there is a 
bandwidth glut, but prices will drop and 
demand will rise—just as it did after the 
railway boom in the 19th century. 

What mainly separates the two firms, 
though, is their approach to the network- 
ing business. Cisco has become, through 
acquisition, a highly diversified com- 
pany. Juniper has focused on one busi- 
ness: selling home-grown, high-end 
routers to Internet service providers. The 
focus has allowed it to grow as fast as 
Cisco did in its early days; its net reve- 
nues in the first half of 2001 were over 
$500m. It has grabbed a 34.7% share of 
its market, compared with Cisco’s 60.3%, 
according to the Dell’Oro market-re- 
search group. 

But putting all its eggs in one basket 
also makes Juniper vulnerable. It has al- 
ready begun losing market share—to 
Cisco, and also to newer competitors 
such as Avici Systems. In the long run, it 
will be forced to find new sources of 
growth. For now, its progress is more or 
less confined by the increase in Internet 
traffic (which is still impressive despite 
the tech slump). It would come as no 
surprise if, one day, Juniper moved into 
adjacent markets such as metropolitan 
networks or optical gear. But if it does, it 
will do so cautiously. Do not expect it to 
become another Cisco. 


working product developed by Monterey 
Networks, a start-up that it bought as re- 
cently as 1999 (for $501m), because the 
gear was “ahead of its time”. 

In any event, Cisco will find it difficult 
to be as acquisitive as in the past, at least in 
the foreseeable future. So far this year, it 
has bought only two companies, Allegro 
Systems and AuroraNetics (after buying 23 
in 2000). The crop is thin partly because 
venture capitalists are financing far fewer 
suitable start-ups, but also because Cisco is 
far less attractive as an acquirer. Its shares 
are no longer the top currency that they 
once were. Many leading engineers and 
entrepreneurs now see the company as a 
bureaucratic behemoth. 


Tornados to tame 

Acquisitions will remain an important 
part of Cisco’s strategy, the company says, 
even if that means paying cash, of which it 
has plenty. But its restructuring pro- 
gramme suggests that it intends to make its 
own internal research and development 
effort more efficient—something that its 
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critics have often advised. 

Until now, the firm was divided into 
three units focusing on different types of 
customer: big companies, small busi- 
nesses and telecoms carriers. This set-up 
had the disadvantage that the units often 
duplicated efforts on the same technology. 
Now there will be 11 groups, each in charge 
of one key area—such as wireless net- 
works, optical equipment or storage. 

Getting more bang for its R&D bucks is 
not the main rationale for the shake-up, 
says Mario Mazzola, Cisco’s new chief de- 
velopment officer, who will oversee the 
new groups. The changes are more a reac- 
tion to customer demand, he says. When 
Cisco created its present structure in April 
1997, different types of customer wanted 
to build different networks. Now their re- 
quirements are increasingly the same; all 
want to create seamless networks built on 
Internet technologies. 

The new set-up, Cisco hopes, will make 
it possible to achieve its ambitious 30-50% 
growth targets. The structure is supposed 
to allow the firm to focus better on the ar- 
eas that it has identified as “tornado” mar- 
kets—which it expects to grow just as rap- 
idly as its traditional router business. The 
company has identified six such markets, 
including systems to deliver digital con- 
tent intelligently over the network, wire- 
less gear for home and offices, and fibre- 
optic equipment, in particular for net- 
works in metropolitan areas. 

Analysts remain sceptical. It is hard to 
grow that quickly if you are as big as Cisco, 
which generated revenues of $22.3 billion 
in its latest fiscal year. What is more, the 
growth target also presumes that the firm 
will dominate these tornado markets, and 
that its core business will continue to ex- 
pand rapidly, neither of which can be 
taken for granted. Between 15% and 20% 
would, analysts suggest, be a more realistic 
growth target. But Cisco’s management in- 
sists on the higher figures (although Mr 
Chambers recently qualified them as a 
“stretch goal”). Make no mistake, though, 
even a slower-growing Cisco will remain a 
formidable company. m 


-A 





Kiran Mazumdar Shaw is at the forefront of India’s booming biotechnology business 








F INDIAN biotechnology has a cover 

girl, it is Kiran Mazumdar Shaw, a vo- 
luble 48-year-old who owns Biocon, the 
country’s biggest biotechnology com- 
pany. At the moment biotech is the lead- 
ing candidate to take over from 
information technology as India’s high- 
tech star. Or so conferences and magazine 
covers have proclaimed for months. This 
week comes the news that two Indian 
laboratories are among only ten in the 
world with embryonic stem cells that can 
be used for research funded by the Amer- 
ican government. The hype could soon 
become hysteria. 

Mrs Mazumdar Shaw is not losing her 
head. Biotech is a “huge opportunity”, 
she concedes, but “I am concerned about 
a lot of the hype.” Instant fortunes and 
annual growth rates of more than 50%, 
feats that Indians learnt to think of as the 
norm during IT's headiest days, are un- 
likely in biotech. 

To illustrate why, Mrs Mazumdar 
Shaw hands over a slip of paper rating 
biotech against rT on a dozen attributes. 
Only one of the 12 weighs in favour of 
biotech enterprises (barriers to entry are 
higher than in 1T). One is mixed news 
(the costs of invention are higher, but so 
are the returns). The remaining ten, in- 
cluding the level of investment needed, 
the time required to develop products 
and the size of the market, stack up 
against biotech firms. 

Mrs Mazumdar Shaw’s sobriety may 
owe something to her background. Un- 
like many high-tech entrepreneurs, who 
plunge into business with little more than 
a doctorate and a dream, she has been 
plugging away for two decades with a 
master’s degree in brewing. She soon 
found that opportunities for brewmis- 
tresses in India were few, but that the 
uses of fermentation are many. Passing 
up a chance to brew beer in Britain, she 
formed a joint venture in 1978 with an 
Irish company called Biocon to manufac- 


ture enzymes for packaged fruit juices. 

Now the Bangalore-based Biocon (the 
Irish partner has disappeared into a 
multinational’s maw) claims a quarter of 
the world market for pectinase, an en- 
zyme that breaks down the pectin in fruit 
juice. In its latest fiscal year, it reported 
net profits of about $8m on sales of $52m. 
An initial offering of shares to the public, 
much hoped for by Bangalore’s biotech 
fans, may happen in 2002. 

Mrs Mazumdar Shaw does not intend 
to be sidelined into low-tech products just 
because she is in India. Biocon claims to 
be the first company to get approval in 
America to use solid-state fermentation 
for manufacturing statins, a group of cho- 
lesterol-lowering drugs. This has enabled 
it to branch out into high-growth pharma- 
ceuticals, whose sales are now more than 
twice those of its enzymes. 

Biocon has also come up with a “hy- 
brid reactor”, which combines the low 
cost of solid-state fermentation with the 
virtues of the (alternative) submerged 
process, such as better-controlled feeding 
of organisms. The contraption, which 
makes it easier to contain organisms and 
to extract what they produce, will help 
Biocon to graduate from novel processes 
to new drug products, such as genetically 
engineered anti-infectives. A company 
has been set up to test India’s oversupply 
of sick people for “biomarkers”, indi- 
cators of disease that can be read as early 
warnings. It is also cataloguing India’s 
rich collection of micro-organisms. 


What’s brewing 

There is much to tempt would-be Biocons 
into the market. India has more than its 
share of problems that biotechnology 
could fix (diseases and harsh conditions 
for crops, for example) and a wealth of or- 
ganisms that might be tweaked geneti- 
cally to do the fixing. Some 20,000 
Indians a year gain master’s degrees in bi- 
ology-related disciplines, guesses Mrs 
Mazumdar Shaw. Like their software 
cousins, they are potentially available at 
low cost to western clients. The services 
on offer, in biotech’s case, include re- 
search done on contract for others and 
“bioinformatics”, using computers to 
make sense of biological data. 

However, the industry is still small. 
Mrs Mazumdar Shaw estimates the mar- 
ket’s size at $1.5 billion, including imports. 
Ernst & Young, a consultancy, puts the 
number of participants (including gov- 


ernment labs) at 800 and the size of the 
market at $2.5 billion, but that counts peo- 
ple simply making alcohol. A mere 30 
companies, it says, are in “modern bio- 
tech”, and their sales are a small fraction 
of the total. 

They include vaccine makers such as 
Shantha Biotechnics and Bharat Biotech 
of Hyderabad (Bangalore’s rival for high- 
tech glory), as well as pharmaceutical 
companies such as Wockhardt and Dr 
Reddy’s Labs, which see biotech as a way 
for India to end its dependence on re-en- 
gineering the rich world’s drugs and to 
start inventing its own. The biotech arm 
of Reliance, a petrochemical giant, is one 
of the labs with stem-cell lines approved 
by the American government. 

India is now sprouting biotech start- 
ups that aim to match its silicon exploits. 
But progress is, as ever, hindered by regu- 
latory backwardness. The country has yet 
to approve its first genetically modified 
food, or even its first large-scale trials of 
genetically modified crops. Nor will it 
have protection for product patents until 
2005 (though it does protect processes). 

A push is on to make faster progress. A 
plant varieties bill, recently passed by par- 
liament, protects novel crops, and permis- 
sion is expected soon for the first large 
trials of a genetically modified crop. A 
proposal for regulatory streamlining, 
drafted in part by Mrs Mazumdar Shaw, 
has been presented to the government 
and, she expects, will be adopted within 
six months. Biotech may not create as 
many instant billionaires as IT, but its fizz 
could be made to last a lot longer. = 
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ING Group first six months 2001 


Operational net profit up 16% to U.S.$2,039 million (per share: +15% to U.S.$1.06). 


Sw Profit from insurance +28%, profit from banking +1%. 

®ò US acquisitions, tight cost control and one-off gains support profitability. 

Bò Healthy growth of ING Direct, greenfields and employee benefits. 

Bò Assets under management grew by 7% to U.S.$457 billion, including U.S.$17 billion organic net inflow. 
Se) Full year profit expectation maintained: at least 17% increase in operational net profit per share. 


(in millions of dollars, except for Second quarter % First six months % 
amounts per share)” 2000 2001 change 2000 2001 change 


Group net profit: 

- insurance operations 

- banking operations 
Operational net profit 
Non-operational net profit ** 
Net profit 


Per ordinary share of nominally EUR 0.24: 
Operational net profit per share - 0.92 1.06 14.8 
Interim dividend per share 0.35 0.40 14.6 


(in billions of dollars)* Year-end | 30 June 
2000 2001 


Total assets 
Shareholders” equity 
Total assets under management 


8.7 
-3.2 
7.2 


Operational net return on equity 
- insurance operations 
- banking operations 





* EUR 1.00 = U.S.50.8486 (exchange rate on 30 June 2001). 
** Non-operational net profit mainly refers to realised gains on the sale of investments to finance acquisitions, 


First six months 2001 versus first six months 2000 

E Operational net profit increased by 16.0% to U.S.$2,039 million. Excluding one-off items in the insurance operations in the 
first six months of 2001 and 2000, operational net profit rose by 10.5%. 

E Both the life and the non-life businesses contributed to the increase in operational net profit from the insurance operations in the 
first six months of 2001. The result includes realised capital gains (after tax) of U.S.$303 million against U.S.$263 million in 
2000 and one-off items of U.S.$127 million in the first six months of 2001 versus U.S.$27 million in the first six months of 2000. 

W The small increase in operational net profit from the banking operations must be seen in the light of a very good result for the 
first six months of 2000, While risk costs were higher and depressed equity markets led to a fall in commission income, the 
overall banking profit was lifted by a higher interest result, higher other income and lower operating expenses. The efficiency 
ratio (excluding ING Direct) improved from 70.6% to 68.9%. 

W Total assets under management increased by 7.2% compared to year-end 2000. The increase is the effect of the inclusion of the 
asset management joint venture with H&CB in Korea, the inclusion of Seguros Comercial America in Mexico, and organic growth. 


Profit expectation 2001 

W Provided there will be no further deterioration of economic conditions or financial markets worldwide, the Executive Board 
maintains its earlier expectation of a total increase in operational net profit per share, including ReliaStar, Aetna Financial 
Services and Aetna International, of at least 17% for the full year 2001. 


ING 4 GROUP 


www.ing.com 
The report for the first six months 2001 can be obtained at the following address: 
ING Group, P.O. Box 810, 1000 AV Amsterdam, The Netherlands. 
Fax: (+31) 20 541 54 51, e-mail: order@ing.com 
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Hedge funds 


The latest bubble? 


NEW YORK 





Even if it proves not to be a bubble, the craze for hedge funds is destined to leave 


many investors disappointed 


EVER have hedge funds been more 

popular. In the first half of this year, 
almost twice as much money flowed into 
them as in the whole of 2000. Worldwide, 
there are now reckoned to be over 6,000 
such funds, controlling assets worth over 
$500 billion. 

Hedge funds were not so long ago the 
preserve of a wealthy few. Now every- 
body wants to get into them, from institu- 
tional investors to the “mass affluent”: in- 
dividuals with as little as $10,000 to punt. 
In Belgium, hedge funds are advertised on 
television. In America, where such ad- 
vertising is banned, hedge funds are still 
keenly marketed in private, in seminars 
given by stockbrokers and private banks. 
To be a hedge-fund manager has cachet. 

Is this boom in hedge funds a good 
thing? Some people reckon that the indus- 
try is simply coming of age: it is growing 
more sophisticated as it acquires a track re- 
cord that looks more appealing to inves- 
tors each time that other asset classes— 
from shares to venture capital—suffer yet 
another fall. And for all the rapid growth in 
hedge funds, the scope for more remains. 
Only one in five “high net-worth” individ- 
uals now invests in any form of private 


equity (which includes venture capital as 
well as hedge funds). Moreover, it is 
claimed, both investment quality and risk 
controls are improving fast. 

Others are more sceptical. They point to 
the many hedge funds of doubtful quality, 
with inexperienced managers or even 
charlatans at the helm. Funds are being 
pushed on investors who do not under- 
stand the risks. Anyway, they are hard to 
monitor and vulnerable to fraud. With per- 
formance fees for hedge-fund managers 
typically soaking up 20% of any annual in- 
crease in value, incentives tilt in the direc- 
tion of excessive risk-taking. (There is usu- 
ally no penalty should a fund's value fall, 
and a manager can always wind down his 
fund and start again.) And as more money 
goes into hedge funds, it chases a dwin- 
dling pool of truly talented managers and 
sound investment opportunities. 

The party-poopers are led by Barton 
Biggs of Morgan Stanley, a veteran invest- 
ment strategist and bubble-spotter. “The 
hedge-fund mania” in both America and 
Europe, he says, bears all the signs of a clas- 
sic bubble: “I am sure that many new 
funds will explode, and their investors 
will lose a lot of money.” This analysis has 
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not pleased some of his colleagues at Mor- 
gan Stanley, which is equalled only by 
Goldman Sachs in its enthusiasm for 
hedge funds, touting “opportunities” to 
wealthy customers and supplying “prime 
brokerage” services to funds. Paul Roye, di- 
rector of the investment-management di- 
vision at the Securities and Exchange 
Commission, advises investors to “be cau- 
tious about the hedge-fund craze”. 

Is there really a bubble in hedge funds? 
Certainly, a lot of investors have looked at 
hedge funds only because they are the lat- 
est fad. Also, investors tend to chase the 
best past performers rather than to ques- 
tion whether previous success says any- 
thing about future prospects. 

Consider “merger-arbitrage” funds, 
which bet on movements in the share 
prices of firms that have announced merg- 
ers but not yet completed them. According 
to Meredith Jones of Van Hedge Funds, a 
research group, these funds shone last 
year, generating gains of as much as 17.1%. 
They have since attracted much fresh 
money. Yet this year they are up only 4.9%. 
Many funds lost a packet betting on the 
merger of GE and Honeywell that Euro- 
pean regulators eventually blocked. Now, 
alot of new money is chasing funds witha 
three-year track record, average annual re- 
turns of 12-15%, and low volatility: mean- 
ing fewer than 250 out of the 6,000 hedge 
funds, according to Ms Jones. 

There are so many different sorts of 
hedge fund that it is hard to talk seriously 
about a generalised bubble. For a start, 
around half of all hedge funds are “long- 
short equity” investors—just like the origi- » 





Hedge funds with listings 


Martyrs to transparency 


A listed hedge fund sounds like an oxymoron 


ORS and regulators may clam- 

our for more transparency from hedge 
funds. But that is not, it seems, what the 
market is hearing. PlusFunds.com, based 
in New York, has tried to encourage tran- 
sparency in hedge funds by persuading 
some new ones to list on the Bermuda 
stock exchange, requiring them to post 
daily asset values. Three years on, only 
18 funds are listed, accounting for 
around $500m-worth of assets. Traders 
are sceptical that PlusFunds’s valuations 
are meaningful, given the often illiquid 
instruments—such as derivatives or dis- 
tressed debt and equity—in which many 
hedge funds invest. 

PlusFunds, whose shareholders in- 
clude J.P. Morgan Chase, Merrill Lynch 
and Credit Suisse, is undaunted, but it is 
planning to loosen its stringent listing 
rules. Instead of taking only new funds, 
it plans to list existing funds, provided 
that it can “tunnel” into the right kind of 
data to produce a net asset value, af- 
firmed daily by Standard & Poor’s (S&P), 
a rating agency. PlusFunds may also be- 
come yet another provider of a hedge- 


> nal hedge fund, formed in 1949 by Alfred 
Winslow Jones, who sought to reduce risk 
by owning some shares while short-sell- 
ing others. There is no shortage of equities 
for long-short funds to bet on, and the 
amounts invested by hedge funds are 
dwarfed by equity mutual funds. Thus, 
says Nicola Meaden of Tremont/TAss, a re- 
search firm, there is no need to worry 
about the flood of new money causing a 
bubble in the underlying assets. 

This may not be so true for “relative 
value” hedge funds, which try to arbitrage 
away differences in the prices of two assets 
that have essentially identical economic 
characteristics—a Treasury bond with 30 
years to maturity, for instance, against one 
that matures in 29 years. Here, the hedge 
funds gain by correcting the mispricing of 
assets. But there is a limit to the gains from 
this form of arbitrage. According to Will 
Goetzmann, an economist at Yale, a 
broadly fixed amount of dollars is avail- 
able from the strategy, rather than a fixed 
rate of return. More money flowing into 
the strategy will mostly reduce the average 
rate of return to investors. And to compen- 
sate for smaller average returns, funds may 
be tempted to multiply their stake by bor- 
rowing more money, increasing their risk. 

The inflationary impact of fresh de- 
mand is cut a bit because plenty of estab- 
lished hedge funds have closed their doors 


fund index—though with the additional 
credibility of S&P. 

In a further effort to expand, Plus- 
Funds will make its sophisticated—some 
say too sophisticated—valuation system 
available to another champion of tran- 
sparency, Albourne Partners in London. 
Albourne advises investors, including 
pension funds, on which hedge funds to 
choose. To avoid conflicts of interest, it 
runs no investment funds itself; nor 
does it invest in them. 

Instead, it looks at the risk manage- 
ment of hedge funds and at the integrity 
of managers—although it also advises on 
the sale of partnerships in hedge-fund 
firms. In theory, PlusFunds and Al- 
bourne are a good fit, so long as custom- 
ers can stomach the wacky 
“alternativeness” of Albourne’s website 
(www.village.albourne.com). There you 
will find a virtual village in which 
hedge-fund junkies can visit shops, run 
by some of the usual suspects—Barclays, 
CSFB, Merrill Lynch or UBs—or drop in 
for gossip at the Bridge Inn. The beer, of 
course, is crystal clear. 


to new investors. Eventually, however, 
many hedge funds succumb to the tempta- 
tion of growing too big. At that point, they 
find it harder to invest money without the 
rest of the market turning against their po- 
sitions. And they often suffer managerial 
problems as their staff expands. Either 
way, returns fall. 

Much new money flowing into hedge 
funds, particularly from pension funds, is 
coming with demands attached—notably 
for greater transparency, and for evidence 
that risks are well managed. There is also 
growing interest in more rigorous perfor- 
mance analysis, including that relative to 
benchmark indices (see next story). If re- 
turns disappoint, there may be growing 
pressure to cut fees—which would be a 
sure signal that the industry is maturing. At 
present, some charges are actually rising: 
there are funds with performance fees of 
50%, which smacks of bubbledom. 

Bubble or no, there is every chance that 
hedge funds will perform less well in fu- 
ture than in the recent past. Indeed, al- 
though it is taken on trust that hedge funds 
outperform in a bear market, there is little 
evidence for this. Hedge funds did so 
poorly during the bear market of the 1970s, 
with many going out of business, that the 
great Winslow Jones himself was moved 
to observe that “the hedge fund doesn’t 
have a terrific future”. m 


HA hess 
The bench- 
marking bane 


Hedge-fund managers don’t like 
indices, which are proliferating 


TTEMPTS to establish hedge-fund indi- 
ces as benchmarks for a fledgling in- 
dustry are fraught with theological conun- 
drums. Hedge-fund indices might track the 
performance of the entire hedge-fund 
“universe”, for instance; or just groupings 
of hedge funds that employ apparently 
similar investment strategies. Yet even 
there, hedge funds that exploit, say, valua- 
tion discrepancies among different classes 
of company securities are hard to com- 
pare, so varied are the possible strategies. 

Moreover, one of the few common 
characteristics of hedge funds is their aris- 
tocratic focus on “absolute” returns: the 
notion that you can make money even if 
there is a bear market in stocks or bonds. 
“Benchmarks were the reason why | left 
traditional money management,” sniffs 
Richard Chenevix-Trench, a hedge-fund 
manager at Sloane Robinson. 

Yet benchmarks provide a semblance 
of security that is crucially important to in- 
stitutional investors responsible for other 
people’s money. “I look for relative re- 
turns, transparency and an investment 
process,” says Mark Anson, chief invest- 
ment officer of Calpers, the pension fund 
for California’s public-sector workers, 
which manages $156 billion. Relative re- 
turns help to put a fund manager’s success 
or failure into context—no bad thing when 
wild claims about performance are made. 

Institutional investors, including Mr 
Anson, acknowledge the difficulties of 
producing a meaningful index. Yet they in- 
siston benchmarks as a permanent feature 
of institutional portfolios. csFB/Tremont, 
Hedge Fund Research, Standard & Poor's 
and others are already catering to the de- 


mand, by publishing indices. Zurich Capi- »» 
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tal Markets recently launched its own se- 
ries. Morgan Stanley Capital International, 
the market leader for stockmarket indices, 
and Financial Risk Management, a hedge- 
fund research firm, are putting finishing 
touches to their planned indices. 

“It is all highly confusing,” says Simon 
Hopkins at Global Fund Analysis, a hedge- 
fund consultancy. Each index provider 
produces sub-indices for every strategy 
with dissimilar outcomes. They apply dif- 
fering criteria for including a hedge fund in 
an index: some weight funds equally, oth- 
ers according to size. And, parochially, 
they tend to focus on America, largely ig- 
noring hedge funds in Europe and Asia. 

Life is further complicated because 
many funds are not regular reporters of 
performance, while others switch from 
one hot investment strategy to another. 
Even two hedge funds that appear simi- 
lar—for instance, both may take long and 
short positions in European equities—may 
have different risk profiles. One might be 
highly leveraged, taking big positions in 
“growth” stocks, while the other might be 
taking smaller positions in “value” stocks. 


Monetary policy in the euro area 


The ECB decides 


FRANKFURT 


More fundamentally, some indices in- 
clude hedge funds that are closed to new 
business. Should index providers create 
separate indices for investable and for 
closed hedge funds? The industry is years 
away from accepted standards for bench- 
marking, Mr Anson concedes. 

Nevertheless, competition to establish 
a leading index and to create tradable pro- 
ducts related to it will only increase. On 
August 30th CsFB was due to go live with 
an internal fund built to replicate the 
CSFB/Tremont hedge-fund index—even 
though some of the 374 funds in the index 
are closed to further investment. CSFB says 
that, if the in-house fund of $50m-100m is 
successful, the firm will launch a public 
one in October. Pre-empting CsFB, Global 
Investment Advisors in London has 
launched a “fund of funds”"—minimum in- 
vestment $10,000—to track the CsFB/Tre- 
mont index. It says it will buy into closed 
funds, if necessary “through contacts in 
the secondary market”. After tradable in- 
dex funds, surely a derivative cannot be far 
away. Next up: a hedge-fund future listed 
in London or Chicago? m 


Europe’s central bank has cut interest rates, at last 


FTER a summer pause, the motley 
crew of economists, hacks and 

bankers who watch the European Cen- 
tral Bank were back on the trail this 
week. On August 30th, a big day for the 
ECB (see accompanying story), interest 
rates were cut by a quarter-point, to 
4.25%. Except for one earlier quarter- 
point trim in May, the Ecs has generally 
resisted pressures for rate cuts all year, in 
the teeth of growing evidence that the 
euro area's economies have been slow- 
ing sharply. Despite the central bank's 
past caution, quite a few economists had 
expected a cut this time. 

An indirect reason for this has been a 
further run of statistics that showed a 
weakening euro-area economy: German 
GDP was flat in the second quarter, for 
instance, and the Italian economy 
shrank a little. Across the euro area as a 
whole, it seems unlikely that GDP grew 
much, if at all. 

Only an indirect reason? Yes, because 
the EcB targets not economic activity 
but inflation: its goal is to keep inflation 
below 2%. With economic growth weak, 
price pressures should ease. However, 
there has also been direct evidence that 
inflation, 2.8% in July, is subsiding, and 
should head back towards the EcB’s tar- 
get in the months to come. For instance, 
German producer prices and import 


The ECB’s refinancing rate, % 





— 20 
prices both fell in July. 


Was there any reason to wait a few 
weeks more and see? Not really, even 
though broad-money growth in the euro 
area (to which the Ecs attaches a special 
role) accelerated in July. The three- 
month average of annual broad-money 
growth rose from 5.3% to 5.9%: even after 
stripping out acknowledged distortions, 
that is above the bank’s target of 4.5%. 
The ec itself had said that a prime 
cause was a shift into short-term bank 
deposits, thanks to a flat yield curve and 
weak stockmarkets. This looks an un- 
likely source of consumer spending— 
and hence of inflationary fuel. 


Unveiled 


BRUSSELS AND FRANKFURT 
The euro area’s new banknotes are 
ready. But are Europeans? 


j ONLY four months’ time 300m people 
in 12 European countries will ditch their 
old banknotes for crisp, new euros. For 
some time, Europeans should have known 
(if they could be bothered to find out) that 
the new notes will carry pictures of 
bridges. To avoid favouring individual 
countries, these represent architectural 
styles rather than actual structures—al- 
though the French are pretty sure that the 
€5 note shows the Pont du Gard. 

On August 30th, the notes were un- 
veiled in detail for the first time, in the 
proper sizes and colours, and complete 
with various “security features”. A historic 
event, trumpeted the European Central 
Bank, which deemed its press conference 
worthy of the Frankfurt opera house 
rather than its own tower a few yards 
away. The ECB also trailed new television 
and newspaper adverts for the currency: 
Europeans can expect a heavy bombard- 
ment as the changeover draws near. 

The central bank will be hoping that it 
has got its timing right. It has held the final 
designs back until now, to minimise the 
risk of counterfeiting. For the same reason, 
it says, it will not allow notes to be handed 
out to ordinary people until January st, 
when they become legal tender—although 
deliveries to banks and thence to security 
firms and retailers are due to start in some 
countries on September 1st. The ecs has 
resisted calls from the European Parlia- 
ment for the public to have low-value 
notes in December. The parliamentarians 
wonder, reasonably, whether a few days 
would help forgers that much. They think 
that getting people used to the new money 
would be a good defence against duds. 

Some think that the creation of a cross- 
border currency, with high-denomination 
notes worth €500 ($455), will be a gift to or- 
ganised crime. Against that, the notes 
should embody printers’ latest anti-forg- 
ery techniques. Thanks to technical ad- 
vances, says Gerhard Bereswill of the 
Hesse state police (in whose bailiwick 
Frankfurt lies), the new notes should be 
harder to forge than p-marks or other na- 
tional currencies. In any case, he adds, the 
game between the authorities and forgers 
will not begin properly until the notes are 
in circulation. 

Getting people to recognise the notes, 
though, is only part of the problem for the 
next few months. This year a host of scary 
scenarios have been sketched by journal- 


ists, academics and consultants who be- » 
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Letting the notes out of the bag 


lieve thatthe euro area is hopelessly ill-pre- 
pared and heading for chaos. The 
doomsters worry that retailers with two 
lots of cash in their tills will be sitting tar- 
gets for armed robbers; queues at shops 
and railway stations will reach gargantuan 
lengths as shoppers and shop assistants 
flounder in confusion; and bank machines 
will not be converted to euros in time, or 
will run out of notes. 

Although this looks vastly overdone, 
there is certainly scope for trouble, or at 
least confusion. The richest countries are 
not necessarily the least at risk. Germans, 
for example, are still relatively heavy users 
of cash and so may be more likely to suffer 
delays at check-outs. In France, only 1% of 
credit-card transactions were in euros in 
July, far short of the 70% that the govern- 
ment hopes for by November. 

Optimists and pessimists can easily 
find favourable statistics. On the one hand, 
only one person in five knows the exact 
(well, six-digit) value of the euro in na- 
tional-currency terms; on the other, most 
know it roughly. According to a Euroba- 
rometer poll in the spring, only 53% of Ger- 
mans support the euro (fewer than half in 
the east); yet 83% of Italians are eager to 
knock a few noughts off the money in their 
pocket. Around 90% of Belgians know that 
they will be able to use euros throughout 
the euro area (tick); but 60%, in line with 
the euro-area average, expect to be able to 
use itin the remaining three European Un- 
ion countries (don't try it in Chingford, 
Hercule). 

The sensible money says that things 
will probably be all right on the day. Four 
months of advertising to come ought to 
make some difference. Hitherto, most Eu- 
ropeans have not had to think in euros. But 
in a few months, they will have to adapt 
quickly—and so they probably will. = 





Poland's changing capital markets 


Patriotic pensions 


WARSAW 
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The rise of pension funds helps a weak stockmarket 


ITH a budget crisis looming, a fi- 

nance minister sacked this week and 
more emerging-market jitters, Poland's 
economy is looking decidedly febrile. A 
falling stockmarket has deterred western 
investors, and the opposition ex-Commu- 
nists look set to win a big majority in next 
month's parliamentary elections. Through 
all this, Marcin Krupa, a director at Po- 
land’s pensions watchdog, UNFE, is a con- 
trarian. He says things have changed since 
the Russian financial turmoil three years 
ago this month: domestic pension funds 
are a point of stability in the country’s 
wobbly capital markets. 

Two years ago the government licensed 
21 privately managed pension funds, hop- 
ing that they would defuse a potential de- 
mographic time-bomb. Based on Chile’s 
heavily regulated model, a three-tiered 
pension system was introduced, melding 
the state-run, pay-as-you-go scheme with 
a compulsory private savings plan for all 
new entrants into the labour market, and 
also for all aged under 30 at the end of 
1999. 

Though the reforms are recent, fully 
10.5m Poles have signed up for private pen- 
sions, exceeding the government's wildest 
expectations. While a foul-up in transfer- 
ring contributions to the funds has yet to 
be sorted out, a recent report by UBS War- 
burg, an investment bank, extolled the Pol- 
ish pension system as “a benchmark for 
many euro-zone economies to aspire to”. 
Particularly impressive is the funds’ free- 
dom to invest up to 40% of their portfolios 
in domestic equities (the rest is parked 
mainly in government bonds). 

Even in today’s bear market, the funds 
hold nearly a third of their $3.5 billion un- 
der management in Polish shares. That 
provides a steady flow of institutional 
cash to an erratic stockmarket that had, un- 
til a few years ago, seen foreign portfolio 
investors calling most of the shots. Polish 
pension-fund investments today account 
for roughly 10% of the free float on the War- 
saw bourse. That could reach 40% by 2004 
if the funds maintain their current 25-30% 
equity weighting. 

All the more reason, say the funds, for 
the government to lift their 5% cap on for- 
eign investments, lest the funds outgrow 
the local bourse—especially given the 
present dearth of public offerings and pri- 
vatisation opportunities. The OECD re- 
cently argued that the 5% limit breaks laws 
on the free movement of capital and 


should be revised upwards. The govern- 
ment’s rejoinder is that its private pen- 
sions are not voluntary schemes in the An- 
glo-Saxon mould. Rather, they are 
compulsory, state-backed plans that guar- 
antee minimum rates of return. 


Stick-at-homes 

The pensions watchdog, with the govern- 
ment’s support, is wary of the funds dab- 
bling in foreign assets, fearing big losses 
and possible damage to confidence in priv- 
ate provision. It believes that there is 
plenty of investing to be done at home be- 
fore the funds shift assets to more tempting 
places. This at least sounds patriotic, even 
if itis not sound economics. 

For the majority of pension funds, in 
any case, this is hardly an issue: they are 
too small and inexperienced to contem- 
plate investing abroad. But the “big four”, 
Commercial Union, ING’s Nationale-Ne- 
derlanden, AIG and Poland’s dominant in- 
surer PZU, chafe at UNFE’s restrictions. To- 
gether, they account for over 70% of total 
pension-fund assets and have the global 
networks to target foreign stockmarkets. 

The flag-waving seems to be paying off 
in some respects, at least. It is, most nota- 
bly, helping to improve shoddy domestic 
corporate governance. Several pension 
funds have brought errant managers to 


task, especially in smaller companies on » 





East, west, home’s best 





> the Warsaw bourse, in which they have 
amassed sizeable stakes. Yet UNFE frowns 
on overbearing shareholders. It threatens 
to reduce the maximum stake a fund may 
hold in a listed company. 

Rights for minority shareholders in Po- 
land have certainly got more attention 
since the funds started to pour money into 
stocks: a number of high-profile corporate 
battles over the past few months were trig- 
gered by assertive pension funds. But pen- 
sion funds need more listed companies to 
invest in, and less dominance of minority 
shareholders by “strategic” investors. Oth- 
erwise who can blame them for casting 
their eyes abroad? m 


South-East Asia's economies 


Stable but sickly 


BANGKOK AND SINGAPORE 
Now that political fires are out, 
attention turns to economies 


OT a celebration, sure, but it was still 

an upbeat parade. Last week, leaders 
from three troubled economies—Indone- 
sia, Thailand and the Philippines—paid 
successive visits to Singapore in order to 
boost their image and drum up invest- 
ment. Their visits served notice that a large 
chunk of South-East Asia has stabilised, as 
far as politics is concerned: for much of the 
previous year, elections, impeachments 
and indictments had made the region 
seem hopeless. As currencies and stock- 
markets in the three “mango republics” 
fell, the more stable (and more developed) 
countries of Malaysia and Singapore were 
tainted by association. Now, just as its 
economies run bang into a global slow- 
down, South-East Asia seems to have put 
the biggest of its political problems behind 
it. But will that help its economies? 

There is little the region’s governments 
can do about the worldwide slump in ex- 
port demand. Exports by South-East Asia’s 
five biggest economies actually fell in the 
first half of this year, by 1.5% compared 
with a year earlier. Since exports to Amer- 
ica and Japan account for over one-quarter 
of the group’s GDP, efforts to offset the 
shortfall can do only so much. 

Consider Singapore’s economy, which 
is geared towards trade, property and fi- 
nancial services. Its GDP fell at an annual 
rate of 10.7% in the second quarter, and 
global lay-offs by American and Japanese 
firms could send its unemployment rate 
above 4% by the end of this year. Since Sin- 
gapore is financially sound, however, as 
well as politically stable, the government 
is sticking to its long-term economic plans. 
Rather than approve pointless new infra- 
structure projects, it is promoting bank 


mergers, fresh job losses notwithstanding. 

But then geography is one of the few 
things that Singapore shares with the rest 
of South-East Asia. Its emerging neigh- 
bours face not just a global slowdown, but 
also high corporate debts, stalled bank 
lending and wary foreign businessmen, as 
well as a host of structural problems. If it 
helps to bolster confidence at all, therefore, 
a little more stability in those countries 
could prop up consumption and invest- 
ment during the export downturn. 

The most dramatic change has oc- 
curred in Indonesia, where Megawati Su- 
karnoputri became president when her 
predecessor was impeached on July 23rd. 
After three years of histrionics, Jakarta is 
calm and confidence is rising. Miss Mega- 
wati has stocked her new economics team 
with professionals, and is unlikely to shuf- 
fle them as frequently as did her predeces- 
sor. The rupiah is still more than 10% 
higher, despite some slippage, than when 
she took office. 

Thanks to the change of cast, a team 
from the International Monetary Fund 
signed an updated agreement with the 
government on August 27th, with macro- 
economic targets far more encouraging 
than the scenarios of a few months earlier. 
Indonesia plans to run a fiscal deficit of 
3.7% of GDP this year, for example, roughly 
what it was aiming at before impeach- 
ment mayhem clobbered the rupiah. After 
its board's approval—expected in a week or 
so—the Fund will release the next $400m 
instalment of Indonesia’s $5 billion aid 
package, suspended since December. In- 
donesia should also be able to restructure 
its loans with Paris Club creditors. 

Though far less pronounced, political 
risk has also fallen sharply in Thailand and 
the Philippines. But these two young gov- 
ernments now face contrasting sets of pro- 
blems. Miss Megawati’s counterpart in 
Manila, Gloria Macapagal Arroyo, gained 
the presidency in January when her prede- 
cessor connived his way through a long 
impeachment trial of his own, only to be 
forced out by street protests. Coup ru- 
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That was then 


mours and street riots then hounded Mrs 
Arroyo ahead of congressional elections in 
May. Her country now seems much more 
stable, though risks remain. Kidnappings, 
both of large groups in the Muslim south 
and of wealthy businessmen in the capi- 
tal, continue to sap confidence; and if the 
prima donnas in the Senate choose to, they 
can still make Mrs Arroyo’s life difficult. 

She has nevertheless taken a firm hand 
to the economy. In her first seven months, 
she has consistently held the fiscal deficit 
below target—perhaps the most important 
measure by which investors assess her. Be- 
tween January and July, approvals for new 
investment rose fivefold, compared with a 
year earlier. July’s production figures sug- 
gest that businesses are now confident 
enough to begin rebuilding inventories. 
Moreover, although the national accounts 
have been heavily revised, preliminary 
data released on August 30th show that 
the Philippines grew by 3.3% year-on-year. 

Contrast that with Thailand, which 
now seems far more stable than the Philip- 
pines, but is squandering its chance to 
make structural reforms. An indictment by 
the anti-corruption agency hung over the 
government of Thaksin Shinawatra from 
his election in January until August 3rd, 
when the Constitutional Court narrowly 
voted to acquit him. He is now free to gov- 
ern with the largest parliamentary major- 
ity in Thailand's history. Yet Mr Thaksin is 
using that clout to create a raft of new enti- 
tlements and _ public-credit schemes. 
Sadly, Thailand is beginning to look a little 
like Malaysia, where the government 
maintains political stability at all costs, 
while eschewing needed reforms. Thai- 
land and the Philippines thus offer inves- 
tors a contrasting choice: plunk your 
money on the former if you think that sta- 
bility alone matters more than what gov- 
ernments do with it. = 





Economics focus On target? 


Inflation targeting is all the rage, but this approach to monetary policy does not 


provide all the answers 


ENTRAL bankers are dedicated fol- 

lowers of fashion. This year, coun- 
tries as diverse as Iceland and Turkey are 
joining the in-crowd by adopting infla- 
tion targets. Since New Zealand pioneered 
the practice in 1990, it has become ever 
more popular. By the end of last year, a 
further 18 countries, from both the de- 
veloped and developing world—ranging 
from Britain and Canada to Chile and 
South Africa—had followed suit. 

A new study’ of the first decade of in- 
flation targeting shows why the band- 
wagon is rolling. The regime has proved 
“a very successful new monetary frame- 
work”, conclude Frederic Mishkin and 
Klaus Schmidt-Hebbel. It has helped 
countries to bring inflation down to levels 
that would not otherwise have been 
reached, they argue. In emerging econo- 
mies, the reduction in inflation has in- 
volved a smaller sacrifice in terms of lost 
output than other policy regimes. In both 
developed and developing countries, out- 
put over time has become less volatile. 

But wait: inflation targeting was 
launched into calm seas. With largely be- 
nign economic conditions during the 
1990S, sceptics say, the new regime has 
not really been tested. Not so, respond the 
two authors. Many countries with infla- 
tion targets are small, open economies 
that suffered big currency devaluations 
after the Asian crisis of 1997-98. Yet, un- 
like earlier shocks, this one did not cause 
inflation to surge. 

To a large extent, the virtues of infla- 
tion targeting lie in the absence of the 
vices of other regimes. Unlike exchange- 
rate commitments, inflation targets are 
not vulnerable to speculative attacks on 
the currency. Unlike monetary targets, in- 
flation is a final rather than intermediate 
goal. That would not matter for monetary 
targets if there were a direct link between 
money-supply growth and inflation. Yet 
this relationship has proved treacherous, 
mainly because of instability in the de- 
mand for money. 

By contrast, an explicit inflation target 
anchors price expectations in a far more 
straightforward way—by combining a 
clear, rules-based regime with some tacti- 
cal discretion by the central bank over 
how to hit the target. As with the best 
conjuring tricks, there is some sleight of 


* “One decade of inflation targeting in the world”, by 
Frederic Mishkin and Klaus Schmidt-Hebbel. National 
Bureau of Economic Research working paper, July 2001. 


hand here: inflation targeting depends on 
credibility. If the central bank can con- 
vince the public and the markets that it is 
utterly committed to its goal, people's 
expectations will change. Once price-set- 
ters and wage-bargainers believe that the 
central bank means business, monetary 
policy gains extra clout. 

In principle, the same trick should 
work if the economy is suffering from de- 
flation rather than high inflation. Some 
Japanese politicians have joined econo- 
mists in urging the Bank of Japan to adopt 
an inflation target. They think that the re- 
form would help to loosen the grip of a 
deflationary mindset. If the Japanese ex- 
pected prices to rise again, that would en- 
hance the effectiveness of the Bank’s 
monetary policy in overcoming deflation. 
A look at Sweden’s experience with a 
price-level target in the 1930s suggests that 
it succeeded in raising inflationary expec- 
tations despite fears of deflation. 

The spread of inflation targeting has 
gone hand-in-hand with greater indepen- 
dence for central banks. Credibility, again. 
The more independent central banks are, 
the more they are trusted by investors. 
That allows them to get the financial mar- 
kets to do more heavy lifting. If the central 
bank cuts short-term interest rates, inves- 
tors will no longer counteract the mone- 
tary easing by demanding higher rates on 
long-term bonds, in expectation of rising 
inflation. But as part of the deal, central 
banks have had to lift traditional veils of 
secrecy, to become more open in their op- 
erations and better at signalling their in- 
tentions to the markets. 

Inflation-targeting regimes have a fur- 
ther virtue: they create a framework in 
which a central bank can be both inde- 
pendent and democratically accountable. 
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The government can set the goal for infla- 
tion while leaving to the operationally in- 
dependent central bank the task of how 
to meet that objective. This division of 
responsibility can reinforce, not diminish, 
the central bank’s authority. 


The end of monetary history? 
Listen to some advocates of inflation tar- 
geting, and you might imagine that they 
have discovered the holy grail of mone- 
tary policy. In fact, the jury is still out on 
the effectiveness of a regime that has not 
yet been tested by inflationary shocks like 
those of the 1970s and 1980s. So far, infla- 
tion targeting has locked in low inflation 
rather than brought about major disinfla- 
tion. In this respect, Turkey’s experience 
will be a valuable test case, for the annual 
rate of inflation is forecast to be almost 
60% when the new system comes into 
force later this year. 

Furthermore, however desirable it is to 
secure low inflation, narrowly defined, 
this cannot be the sole objective of mone- 
tary policy. After all, dangerous imbal- 
ances can build up in the economy even 
when inflation as conventionally mea- 
sured is at bay. There is a strong case for 
the central bank to take more explicit ac- 
count of asset prices or of misaligned ex- 
change rates rather than focus only on 
retail-price inflation. 

The point is that there is more to 
monetary policy than trying to achieve a 
single policy objective. The solution to 
this problem of multiple goals is to allow 
the central bank more discretion. How- 
ever, that could start to undermine the 
credibility that underpins a largely rules- 
based regime. For all its virtues, inflation 
targeting does not resolve all the pro- 
blems surrounding monetary policy. m 














Car design 


The old new thing 


DETROIT 


Some vehicle technologies from the past are being dusted down for use in the 


present and the future 


OMETHING is missing in the redesign- 

ed Audi A4. Step on the accelerator and 
the car glides smoothly away without the 
repeated, jerky interruptions of an auto- 
matic transmission shifting gears. That is 
because Audi has replaced the car’s con- 
ventional automatic gearbox with a trans- 
mission system it calls “Multitronic”. 

Instead of the normal fixed-ratio gears 
that are found in automatics and manuals 
alike, a Multitronic gearbox uses a tightly 
stretched belt to link two cone-shaped 
shafts, one connected to the engine, the 
other to the wheels. By adjusting the posi- 
tion of the belt on the shafts, the engine 
can run constantly at or near its optimum 
speed, regardless of load. Indeed, different 
optima are available, depending on 
whether a driver wants performance, fuel 
economy or some intermediate combina- 
tion of the two. 

A great, new idea? Well, yes and no. 
Great, possibly. New, not exactly. Older 
readers may remember the DAF “Vario- 
matic” gear box from the 1950s. And the 
idea of a continuously variable transmis- 
sion (CvT) is even older than that. The first 
car to use one was the French-made Fouil- 
laron, in 1900. 

In the past, CvT never worked well 
enough to become the industry standard. 
But Len Hunt, the head of Audi’s American 
arm, hints that within a few years it may 


replace conventional automatic transmis- 
sion in all vehicles bearing the marque. 
And Audi (or more accurately its owner, 
Volkswagen) is not alone. General Motors 
will unveil a cvt on the new Saturn Vue 
this autumn, and most other manufactur- 
ers are considering versions of their own. 
CVT is thus an extreme example of a more 
general phenomenon—the revival, using 
modern techniques, of old designs for car 
parts that seemed like good ideas at the 
time, but did not quite work with the tech- 
nology then available. 


Nothing new under the sun 
In the case of Audi's Multitronic cvt, the 
most significant changes are the mechani- 
cal properties of the materials used to 
make the belt, and the electronics that con- 
trol the transmission. Until now, manufac- 
turers of CvTs have relied on cloth or rub- 
berised belts that could stretch or snap. 
Instead, Audi has crafted a high-strength 
metal belt made of more than 1,000 sepa- 
rate but overlapping links. Meanwhile, the 
system measures a variety of signals, and 
runs them through a computer algorithm 
that works out the appropriate gear ratio at 
any given moment. These signals include 
engine and vehicle speed, and the angle of 
depression of the accelerator pedal. 

This combination of the mechanical 
and the electronic is known, inelegantly, 
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as “mechatronics”, and it is what is allow- 
ing the revival of previously unsuccessful 
technologies. Another example of mecha- 
tronic revival is adjustable suspension. 
This was first tried in 1933 by Cadillac, 
when it was dubbed Ride Regulator. A 
driver could choose five settings between 
“soft” and “firm” by flicking a switch on 
the instrument panel. It was nota success. 

This autumn, Cadillac plans to intro- 
duce the Ride Regulator’s modern succes- 
sor, MR continuously variable suspension. 
“MR” refers to the magneto-rheological 
fluid that fills the vehicle’s shock absorb- 
ers. Such a fluid’s viscosity changes dra- 
matically in the presence of a magnetic 
field, so a car that uses it to smooth out the 
road can respond within a millisecond or 
so to changes in the conditions, or to the 
way the driver is driving. Once again, the 
decision on what response is appropriate 
is taken by an algorithm programmed into 
a specially designed microprocessor. This 
algorithm looks at signals from the steer- 
ing wheel and brake pedal, and measures 
speed and road conditions using sensors 
located in each wheel. These inputs deter- 
mine the settings of individual shock ab- 
sorbers—the actual stiffness being con- 
trolled by currents sent to electromagnets 
in each. 

A third technology that is coming 
round as part of the mechatronic revival is 
“displacement on demand”—in other 
words, using only those engine cylinders 
that are actually necessary to power a car 
in the conditions that it is experiencing. 
The first attempt to do this was made more 
recently than those at continuously vari- 
able transmission and suspension—in the 
mid-1980s, by General Motors. Once 
again, the firm’s Cadillac marque was the 
guinea pig. Its cars were fitted with so- 
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> called v-8-6-4 engines. In theory, these 
used all eight cylinders when pushed, but 
throttled back to six or four when cruising. 
That way, they would save fuel. In prac- 
tice, they hiccuped their way to a short pro- 
duction run and were, their inventors 
hoped, forgotten. 

But not by all. Once again, Gm’s engi- 
neers, spurred on by Dennis Mooney, the 
company’s executive director for vehicle 
integration, hope to make displacement 
on demand work by using a microproces- 
sor to take the pulse of the engine thou- 
sands of times a second, and then make 
adjustments so swiftly and subtly that the 
driver has no idea how many cylinders are 
firing at any particular moment. The deci- 
sion about which cylinders to use is based 
on factors including the number of revolu- 
tions per minute that the engine is turning, 
the vehicle’s speed, the load it is carrying, 
and whether it is coasting or accelerating. 

How far the trend will continue is un- 
clear, but there is probably scope for more 
industrial archaeology of this sort. Early 
car manufacturers, who were making 
things up as they went along, tried all sorts 
of ideas before settling on the conventions 
that are incorporated into modern vehi- 
cles. Joysticks, steam engines and chain 
drives all came and went. Perhaps their 
times will come again. m 


Ageing 
Only a matter 
of time 


Want to live to 100? Inheriting the right 
genes helps 


HEN Sophie Tucker, a popular singer 
and vaudeville star, was asked the 
secret of her longevity, she replied “keep 
breathing”. New research suggests that the 
secret may actually be more complicated. 
Itis a matter of having the right genes. 
Annibale Puca, of the Howard Hughes 
Medical Institute in Boston, and his col- 
leagues compared the genetic material of 
137 sets of aged siblings to see if they rou- 
tinely shared particular stretches of DNA. 
The results, just published in the Proceed- 
ings of the National Academy of Sciences, 
suggest that they might. Long-lived sib- 
lings frequently have a particular piece of 
chromosome 4 in common (ie, all the 
brothers and sisters involved inherited it 
from the same parent). That suggests this 
piece of chromosome carries a gene 
which, when present in a particular ver- 
sion, helps people to live to an exception- 
ally old age. 
Dr Puca’s study is the first to scan the 
entire genome for such data. Having found 
a region of interest, though, is only a start. 





More telegrams from the queen? 


First, the result needs to be confirmed. 
Linkage studies, as these sorts of investiga- 
tion are known, have a habit of evaporat- 
ing under scrutiny. Second, if it is con- 
firmed, the gene (or, possibly, genes) 
involved must be identified. The draft of 
the human genome that is now available 
should make that easier than it would 
have been a few years ago, but the chromo- 
somal region that Dr Puca has identified 
still contains several hundred genes that 
need to be examined. 

Even so, mere confirmation would be a 
significant advance. Researchers have 
known for years that longevity runs in 
families, but they have debated how much 
that is due to genetic influences, and how 
much to a shared environment. Support- 
ing evidence for a genetic contribution 
comes from experiments on fruit flies, 
mice, threadworms and yeast. These show 
that if such creatures inherit the right 
genes their lifespans can be extended dra- 
matically. Furthermore, some human 
genes are already known to contribute in a 
small way to longevity, protecting against 
Alzheimer’s disease and heart problems. 

Theory also supports the idea that age- 
ing is under genetic control. The “disposa- 
ble soma” hypothesis suggests that length 
of life is a balance between the energetic 
investments that an individual makes in 
reproduction and in maintenance. How- 
ever, as Thomas Kirkwood, one of the au- 
thors of this hypothesis, and a professor of 
medicine at the University of Newcastle- 
upon-Tyne, in England, points out, the hy- 
pothesis suggests that ageing is complex, 
and involves multiple genes—which is not 
what Dr Puca seems to have found. 

Thomas Perls, a professor of medicine 
at Harvard Medical School, and one of the 
authors of the study, says the group has its 
own dose of healthy scepticism. Neverthe- 
less, some of the authors of the study (in- 
cluding Dr Perls) are not so sceptical as to 
miss out on the opportunity to start their 
own company—Centagenetix—in order to 
pursue the matter. One thing in favour of 
there being only a few genes involved, ob- 
serves Dr Perls, is the rarity of centenari- 


ans: only one in 10,000 people make it. If 
Centagenetix find longevity genes, he says 
the firm will patent them. 

If a few crucial longevity genes are 
found, they would certainly be interesting. 
They could form the basis for research into 
the cellular pathways that are important to 
the ageing process. That would give clues 
about how to slow down ageing in the 
wider population. Dr Perls speculates that 
some kinds of disease-resistant genes may 
be involved—for example, genes that are 
better at repairing DNA, or genes for meta- 
bolic processes that produce rather fewer 
damaging, oxygen-rich free radicals. 

That might explain why what looks to 
be a big genetic advantage is actually so 
rare in the population. According to the 
disposable soma hypothesis, individuals 
who make a large energetic investment in 
maintenance and the ability to fight dis- 
ease may be compromising their ability to 
reproduce. This fits with a study Dr Kirk- 
wood did on fertility, family size and life- 
spans in British aristocrats (for whom good 
genealogical records are available). Aristo- 
crats with the longest lifespans had 
smaller families. Furthermore, work he 
has published in August's Nature Medicine 
suggests a mechanism. Women who have 
a highly reactive immune system might be 
better able to fight off infectious diseases 
but, conversely, be more likely to reject 
embryos in their wombs (with whom they 
share only half of their genes) as foreign 
objects. 

If Centagenetix finds the hoped-for 
genes there is one other issue worth con- 
sidering. If exceptional longevity is con- 
veyed by only a few genes, these could be 
tested for in a relatively simple fashion. 
Some people would then know that their 
risk of dying young is far lower than aver- 
age. These individuals would benefit more 
than the average person from their pen- 
sions and less from life insurance. 

Life insurance works on the basis that 
individuals do not know their precise risks 
of dying. As Steven Haberman, a professor 
of actuarial science at City University, in 
London, points out, if somebody retiring 
at 60 knew that he was likely to live to be 
110, barring accidents, he would not want 
to take out life insurance and subsidise the 
less long-lived in society. Buying an annu- 
ity, however, would give him an income 
for nearly half his life. So, if there is a pre- 
cise genetic marker for longevity, insur- 
ance companies need to have the same in- 
formation that an individual has—or they 
will go bust. Yet, according to Dr Haber- 
man, companies selling annuities take no 
notice of the risk of their customers living 
much longer than average. 

Dr Perls reckons that it will take about 
nine months to track down the crucial 
gene or genes, if it or they exist. In the 
meantime, Ms Tucker’s advice still obtains: 
do not hold your breath. = 


‘The Economist September ist 2001. 


Viral diseases 


Good vibrations 


Anew technique for detecting viruses 
works by listening to them 


a. viral diseases is notoriously 
hard. One reason is that for many such 
diseases, the amount of virus in a patient's 
bloodstream (known as the viral load) has 
to be monitored carefully in order to work 
out the appropriate drug dose. 

At the moment this is often done by 
quantitative pCR, which uses an enzyme 
called polymerase to “amplify” part of a 
virus’s genetic material by repeated dupli- 
cation, until itis chemically detectable. But 
quantitative PCR is time-consuming; and 
in viral diseases time is often of the es- 
sence. Now a technique described in Na- 
ture Biotechnology by Matthew Cooper 
and his colleagues at Cambridge Univer- 
sity may provide that essential time. 

Instead of detecting viruses chemi- 
cally, Dr Cooper listens for them. To do 
this, he and his colleagues use an appa- 
ratus called a quartz crystal microbalance. 

The balance is a disc made of a pol- 
ished quartz crystal, with two electrodes 
attached to it. Sending an electric current 
of the right frequency through the quartz 
causes it to resonate, much as a soprano 
singing at the proper pitch can shatter a 
champagne glass. By increasing the vol- 
tage—the equivalent of singing louder—the 
team can make the crystal oscillate more 
and more violently. 

As the vibrations grow, anything at- 
tached to the quartz will eventually be 
thrown off. It is possible to measure ex- 
actly how much was initially weighing 
down the crystal by listening to the sounds 
of the objects departing, using the crystal 
itself as a microphone. The extra vibration 
caused by a departing object generates a 
current in the quartz, and this can be mea- 
sured via the electrodes. If the objects in 
question are virus particles, an estimate of 
their number can then be made. 

The trick is to make the viruses stick to 
the quartz in the first place. To do this, the 
team coated it with chromium, gold and 
mercaptoundecanoic acid. This unlikely 
combination of chemicals made the 
quartz, in turn, chemically attractive to 
antibodies. And, since antibodies can be 
tweaked so that they stick to one particular 
sort of virus alone, that means that the 
quartz can be made virus specific. 

To prove their point, Dr Cooper and his 
colleagues chose a virus called type 1 her- 
pes simplex (Hsv1), which causes cold 
sores. After running a fluid containing 
HSV1 over the quartz crystal, they were 
able to measure the presence on it of any- 


thing from one to 1m viral particles. 

The concentration of the virus in the 
fluid can then be worked out from the 
number of viral particles that stick to the 
quartz. Naturally, this is easier to do with 
the experimental solution that the team 
used than with blood, saliva or other bo- 
dily fluids. So far, Hsv1 samples diluted in 
calf serum, to mimic such real-life sam- 
ples, give a signal that is only a quarter of 
that from the original test fluid. Dr Cooper 
thinks this is because proteins in the serum 
are blocking some of the binding sites on 
the crystal. Yet even when the waters are 
muddied with serum, a discernible signal 
emerges. So, once the system is refined, the 
group expects to be able to detect and 
quantify viral load from clinical samples. 

The researchers are now trying to de- 
velop their discovery into a practical, por- 
table device. Success would make for a big 
improvement in the treatment of diseases 
that are frustrating to deal with today. = 


Mimicry 


On the other 
seven hands 


This octopus is a great impersonator 


ANY animal species mimic others 

that are poisonous, venomous or 
just plain ornery, to discourage predators 
from having a go at them. Some have mim- 
icry down to such a fine art that different 
individuals mimic different models, re- 
ducing the chance that a predator will real- 
ise it is being systematically fooled. But no 
animal has drawn the logical Darwinian 
conclusion, and evolved a way for a single 
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Spot the difference 2: a sea snake 


T7 sp co 2 Bary VATS? m umg 





individual to mimic several different mod- 
els, according to circumstances. Or so it 
seemed until Mark Norman of the Univer- 
sity of Melbourne and his colleagues dis- 
covered the “mimic octopus”. 

Octopuses have two characteristics 
that ought to make them naturally good 
mimics: their bodies are flexible, and can 
thus take on different shapes, and their 
skins are covered with pigment-filled cells 
called chromatophores that can expand 
and contract almost instantly, and thus 
change the creature's surface pattern. The 
latter trick, besides being used for commu- 
nication, is often employed by other octo- 
pus species for camouflage against a static 
background. But no good example of its 
being used to mimic another animal has 
been found before. 

The mimic octopus makes up for that. 
As Dr Norman and his colleagues report in 
the Proceedings of the Royal Society, they 
are certain their discovery can mimic three 
other species—sea snakes, banded soles 
and lion fish. It may also copy sea anemo- 
nes and jelly fish, though this has not been 
seen often enough for the team to be sure it 
was not just coincidental. What all five of 
these models have in common is that they 
are venomous (sea snakes bite; soles and 
lion fish have poisoned spines; anemones 
and jelly fish sting). 

Static images give some inkling of how 
this is done, but the mimicry is also behav- 
ioural (www.pubs.royalsoc.ac.uk has vid- 
eos). And it is appropriate to the circum- 
stances, too. For example, when attacked 
by damselfish, an octopus reacts by imitat- 
ing a sea snake, a damselfish predator. 

All this allows the mimic octopus to be 
bolder than its cousins. Those cousins are 
frequently nocturnal. The mimic forages in 
daylight under the noses of fish which, if 
they knew what they were really looking 
at, would make a tasty snack of it. w 
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Showing video art 


The glasshouse effect 


NAPA VALLEY, CALIFORNIA 


In the wine country north of San Francisco, two world-famous architects are 
designing a totally new kind of house for anew kind of art 


MAGINE a glass double helix perched on 
a ridge above vineyards. Then imagine 
living in it. From above, it will look like a 
translucent space ship. From the ground, it 
will be invisible, hidden behind a vale of 
trees. Inside, film images, not paintings, 
will float on curved walls. From within 
and without, views will stretch to the 
mountains and the wine country. No 
straight lines, no curtains, no compromise. 
This is the visionary idea for living that 
Jacques Herzog and Pierre de Meuron put 
to Dick and Pam Kramlich, an art-collect- 
ing couple from San Francisco, after a din- 
ner together in Napa. The Basle-based de- 
sign team, who created London's Tate 
Modern and who won the 2001 Pritzker 
prize for architecture, were in the neigh- 
bourhood for their work on the new Do- 
minus Winery. The Kramlichs told them 
they wanted a house where they could dis- 
play the film- and video-based art they 
had been collecting since the late 1980s. 
On seeing the Herzog-de Meuron plan, 
they said yes almost on the spot. The foun- 
dation is in, and, if all goes to plan, the 
path-breaking house will be up by 2003. 
As you might expect for a treasury of 
the screen image, the visual idea running 
through the entire design is careful look- 
ing. Rather than tower above it, as do so 
many new Napa mansions, the Kramlich 
site nestles into the landscape. The views 
of Mount St Helena to the north and the 
Robert Mondavi vineyards to the south are 
not panoramic but focused. 


Pursuing this line of thought, Mr Her- 
zog calls the house “an optical instrument” 
for viewing a “private and unprivate” col- 
lection. It is to be a home to the Kramlichs 
and a virtual museum, in two senses: the 
couple intend to show their screen art to 
the public by appointment. Displaying it, 
to the Kramlichs, is “a mission”. 

A vast basement is being set aside to 
provide museum-grade gallery space 
where a fifth of the collection can be 
shown ata time. An archive and study cen- 
tre will also be available to scholars. The 
curator is to be Christopher Eamon of New 
York’s Whitney Museum, who with an art 
consultant, Thea Westreich, helped build 
the Kramlich collection. 

To serve the house's dual function, the 
designers have used what they call “mate- 
rial and immaterial architecture”. The gal- 
lery basement is a black-box space filled 
with movable walls, where the architec- 
ture is meant to be invisible. “Strong media 
pieces engage all the senses,” explains Mr 
Kramlich on a site tour. For sure, experienc- 
ing badly installed video art can be all too 
like involuntary detainment in a hospital 
ward or an airport lounge, as sound and 
image from different sources bleed chaoti- 
cally into one another. So pains have been 
taken to provide for “interstitial spaces” or 
airlocks between works. 

The public will enter the gallery 
through a vaulted, trapezoidal lobby, cut 
into the hillside, to be greeted by an enor- 
mous light box showing Jeff Wall's “Un- 
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tangling”, a mesmerising image of a man 
in overalls amid tangled ropes and ma- 
chines in a boat-shed. The Kramlichs’ en- 
trance is through a garage the size of an art- 
house cinema, designed to screen Gary 
Hill’s “Viewer” on the far wall and to lead, 
by way of a glass staircase, to the glass liv- 
ing space above. 

In the design, there are no corridors as 
such, and no separate service spaces: noth- 
ing in other words to harden an organic 
whole and break up its curving films of 
glass. At the heart of the house is an eye- 
shaped swimming pool with a retractable 
roof. Films will project across the water 
through the glass wall of the kitchen. Ev- 
ery surface in the house—glass, water, the 
handcrafted textiles that replace curtains, 
even parts of the garden—could poten- 
tially become a screen for art. 

If it all sounds too much, Mrs Kramlich 
points out that living with media art is 
really no different from living with fixed- 
image art. (The couple have works by 
Andy Warhol and Joseph Beuys in their 
mock-Tudor San Francisco home.) The dif- 
ference, she adds with an eye to Califor- 
nia’s electricity troubles, is that you have 
an on-off switch—-and when the images 
vanish, the house is an artwork of its own. 


The Kramlichs are known in the art » 





> world for betting on the newest thing. 
When they began collecting media art, no 
one else was. The couple bought their first 
piece, “The Way Things Go” by two Swiss 
artists, Peter Fischli and David Weiss, at 
Documenta VIII in 1987, and played it on 
their vcr. At the time, no one knew how 
long the technology would last, how to 
conserve the medium, how to live with it, 
or what it was worth, financially or aes- 
thetically. Even now these questions are 
hotly debated. Mrs Kramlich sees their col- 
lection as a “life-long learning experience”, 


and she and her husband consult with dif- 


ferent experts in the field. Together with 
the Tate in London and the Museum of 
Modern Artin San Francisco, they have es- 
tablished the New Art Trust, which will 
pay for acquisitions and sponsor critical 
research in the field of media art. 

There is plenty to reflect on. As Mr 
Kramlich is a venture capitalist, whose 
firm, NEA, built a fortune investing in new 
technologies, the link with the latest art 
techniques might seem a literal and obvi- 
ous one. But little, if any, of the Kramlich 
collection is strictly about technology it- 
self. Unlike a painting or a still photo- 
graph, the originality of moving-image art 
is to unroll in time. Indeed, David Ross, an 
early art-world advocate of media work, 
wrote in “Seeing Time”, the catalogue for a 
recent touring exhibition of the Kramlich 
collection, that film-based and video art 
marks “the aesthetic transformation of our 
era”, providing artists with a new means 
of representing temporal experience. 

This is exciting, if tricky, as that slippery 
phrase “temporal experience” suggests. 
Nor does media art itself stand still. Last 
June, at a conference at Tate Modern spon- 
sored by the Kramlichs on the impact of 
digital technology on art, Laura Mulvey, 
who is professor of film and media at Birk- 
beck College, London, spoke about new 
artistic possibilities in the projection of 
film fragments or in the showing of whole 
films in new ways. She cited the four-mi- 
nute gallery films of Mark Lewis, for exam- 
ple, and Douglas Gordon’s “24-hour Psy- 
cho”, in which Alfred Hitchcock’s famous 
film is drawn out in slow motion beyond 
what people could possibly watch. “Art- 
ists are doing something sculptural and 
physical with time and film,” Ms Mulvey 
observed. Yet she noted also that how to 
catch the passage of time in a still image is 
an old problem, one that Chardin was ex- 
ploring over 200 years ago when he 
painted a boy making a house of cards. 

To the Kramlichs, media art not only 
raises puzzles about time. Its imaginative 
possibilities offer us a chance, they believe, 
to slow down and reflect on the role im- 
ages play in our lives and what new tech- 
nologies are for. In a museum-house with 
glass walls, the Kramlichs and their archi- 
tects hope to have found apt expression for 
this remarkable vision. m 


Filling in the 
blanks 


New books on a conflict that divided 
Europe and defined a generation 


WAR of principle or a dress rehearsal 

by the totalitarian powers? A struggle 
between democracy and fascism, or an 
avoidable and ghastly mess? No civil war 
in the 20th century, not even ex-Yugo- 
slavia’s, divided Europe in quite the same 
way as Spain’s. At its outbreak in 1936, de- 
fending the Spanish republic defined 
choices for a generation; and when it 
ended three years later in victory for Gen- 
eral Franco’s Nacionales, Spain was politi- 
cally frozen for almost 40 years. In the dic- 
tator’s lifetime, the war was virtually 
untouchable as a public topic in Spain. 
And when he died in 1975, most Spaniards 
preferred entrenching democracy to set- 
tling old scores or exhuming the past. 

Writing the war's history without he- 
roic or exaggerated images of some kind 
has never been fully achieved, and may 
not be possible. Sympathetic democrats 
have stressed the liberal ideals of the re- 
public, and the German planes that 
bombed the Basque town of Guernica on 
market-day. Communists have pictured 
republican Spain as alone against fascism, 
with only the Soviet Union to help. Right- 
wing historians who looked on Franco as 
the lesser evil have played up the chaos 
and infighting on the republican side. 

Not for the first time, new books by 
Spanish and non-Spanish authors seek to 
break with old or received ideas about the 
war, or place it in a broader context. In this 
they have been helped by new docu- 
ments, even though tons of evidence were 
destroyed, through neglect or deliberate 
attempts to suppress the past. 


La Justicia de Queipo. By Francisco Espi- 
nosa Maestre. Centro Andaluz del Libro; 
383 pages; 4253 pesetas 


Soldados de Salamina. By Javier Cercas. 
Tusquets; 209 pages; 2000 pesetas 


Maquis: Historia de la guerrilla antifran- 
quista. By Secundino Serrano. Temas de 
Hoy; 430 pages; 3500 pesetas 

Spain Betrayed: The Soviet Union in the 
Spanish Civil War. Edited by Ronald Ra- 
dosh, Mary R. Habeck and Grigory Sevos- 
tianov. Yale; 537 pages; $35 and £27.50 — 


El Imperio que nunca existio. By Gustau 
Nerin and Alfred Bosch. Plaza y Janes; 336 
pages; 2995 pesetas 









Hands-on history 


An old Francoist myth that lived on in 
some places is the one-sidedness of the vi- 
olence. Yet hideous persecutions and mas- 
sacres accompanied the national troops’ 
advance through Spain. In “La Justicia de 
Queipo” (Queipo’s justice), Francisco Espi- 
nosa Maestre focuses on the region of Se- 
ville, where Gonzalo Queipo de Llano, a 
notorious Francoist general, broadcast in- 
vitations to rape and murder of a kind fa- 
miliar from ex-Yugoslavia and Rwanda. 

Two other books, one a bestselling 
novel, the other a history, bring out the 
melancholy fact that, whoever they 
wanted to win, many Spaniards accepted 
the final result if only because it meant an 
end, as they believed, to the hardship and 
suffering. 

In Javier Cercas’s bestselling novel, 
“Soldados de Salamina” (Soldiers of Sa- 
lamina), he describes an episode where 
Franco’s troops were greeted with sheer re- 
lief by war-weary supporters of the repub- 
lic. The novel’s main thread is equally con- 
ciliatory: the true story of Rafael Sanchez 
Mazas, a falangist whom republican peas- 
ants saved from execution. 

In “Maquis”, a history of the guerrille- 
ros who went on fighting after 1939, Se- 
cundino Serrano describes a failed at- 
temptto free a mountain valley when local 
people refused to co-operate. Francoist of- 
ficialdom sought to expunge evidence of 
resistance after 1939. Yet knots of men, to- 
talling perhaps 5,000-6,000, bravely 
fought on into the 1950s. Those caught 
were shot, and their bodies displayed in 
village squares as warning. Democratic 
Spain has taken little if any interest in 
them. As Mr Serrano reminds us, many 
were communists who got no help from 
their party. In 1939, orders were given from 
Moscow to abandon the struggle. Stalin 
and his envoys could see that the republic 
was losing the war, a defeat to which com- »» 
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‘ munist blunders and machinations had 
contributed. Naturally, Stalin’s men fin- 
gered everyone but themselves, including 
Trotskyists and “fifth-columnists” who 
they blamed for infiltrating the republic— 
even though, by the end, Stalinists con- 
trolled much of the army and government. 

Nobody who saw communist behav- 
iour in Barcelona in May 1937 or who read 
George Orwell's famous account of those 
events in “Homage to Catalonia” can have 
continued to view Stalinism in Spain as a 
benign presence. But were they even so a 
bulwark against worse chaos? Ronald Ra- 
dosh and colleagues have confirmed how 
hard this line is to defend, using Comin- 
tern records from newly (though, alas, se- 
lectively) opened Moscow archives. 

“Spain Betrayed” presents evidence to 
show how Spanish gold drained out to 
Moscow for over-priced Soviet arms, how 
the international brigades were quickly 
brought under communist control, and 
how the 1937 uprising in Barcelona that led 
to street-fighting between communists 
and the far left was planned in Moscow, to 
bring Catalonia under communist control. 

Apologists for Franco have often 
praised him for keeping Spain out of the 
second world war. A common and persua- 
sive line, upheld by some independent 
historians, is that to spare his country fur- 
ther hardship and preserve its indepen- 
dence he refused Hitler’s invitation to join 
the war. This view, at best a half truth, is 
captured in Hitler's famous jibe, after 
meeting Franco at Hendaye in October 
1940, that he would rather have two teeth 
pulled than endure another meeting with 
the Spanish leader. 

The full truth, according to Gustau Ne- 
rin and Alfred Bosch, was different. “El Im- 
perio que nunca existio” (The empire that 
never existed) argues that Franco went to 
the 1940 meeting prepared to enter the 
war, but came out humiliated because he 
did not get what he wanted: a large slice of 
North and Equatorial Africa, as well as Gi- 
braltar. In June, Franco had seized interna- 
tional Tangiers, hoping to move on into 
French-controlled Morocco and rebuild 
Spain's empire at its defeated neighbour's 
expense. Hitler had other plans for Africa. 
After the allied landing in North Africa, 
Franco embarked on a discreet rapproche- 
ment with the Americans. In August 1945, 
he pulled out of Tangiers and set about tai- 
loring his image. 

All of these books are interesting in 
themselves, and though none of them 
breaks completely new ground, they add 
significant detail to our understanding of 
this terrible European war. & 

NB: An exhibition of photographs from the Spanish civil 
war is at the Hotel de Sully in Paris until September 23rd, 
and then at the Museu Nacional d'Art de Catalunya in 
Barcelona (October 10th-January 13th 2002). London's 


Imperial War Museum (Lambeth, SE1) is also putting ona 
show about the war (October 20th-April 28th 2002) 
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Algeria then and now 
Was de Gaulle 
pushed? 


Algeria, 1830-2000: A Short History. By 
Benjamin Stora. (Translated by Jane Marie 
Todd). Cornell University Press; 304 pages; 
$35. Plymbridge; £23.50 


France, The United States, and the Algerian 
War. By Irwin M. Wall. University of California 
Press; 352 pages; $39.95 and £26.95 


VEN today, thanks to recent confessions 

by its participants, the savagery of Alge- 
ria's eight-year war of independence from 
France is both shocking and dismaying. 
The French military herded Algerian civil- 
ians into detention camps and security 
zones—and then let rip with abandon (and 
napalm) on those outside the zones. 

Both sides routinely used terror and 
torture. By the time the Evian peace ac- 
cords were signed in 1962, one govern- 
ment after another had collapsed in Paris; 
part of the French army had mutinied 
against the state; and out of a population 
of around 9m Algerians and a million 
European pieds-noirs settlers, several hun- 
dred thousand, most of them Algerian, 
had been killed. 

But does such a history explain Alge- 
ria’s present torment: not just a bloody 
civil war pitting Islamic fundamentalists 
against the military-dominated regime but 
more recently the despairing protests by 
the country’s Berber minority? Benjamin 
Stora, perhaps France’s leading historian 
of Algeria, refuses to jump to conclusions: 
modern Algeria, with 60% of the popula- 


America also wanted them to leave 
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tion under the age of 30 and with most 
people living in the cities, not the country- 
side, is a far cry from the Algeria which 
broke free from France two generations 
ago. Yet, as he points out, there is a “striking 
mimicry” in the way regime and opposi- 
tion alike parrot the slogans of the war 
against France, a mimicry based on a “fab- 
ricated memory”: the leaders of the Front 
de Libération Nationale had created a 
myth of Algerian nationalism which co- 
opted Islam and ignored the Berbers. Now 
the illusions have gone, stripped away bya 
demographic explosion (the country has 
more than 30m people) and by the failure 
of the state to translate petroleum reve- 
nues into decent living standards. 

While Mr Stora’s book (a translation, at 
times awkward, of three volumes in 
French) encompasses the whole narrative 
of modern Algeria, from the first landings 
of the conquering French, through their ig- 
nominious departure and on to Algeria’s 
present agony, Irwin Wall contents him- 
self with just one episode of that narrative: 
the struggle for independence. But in do- 
ing so he fills in some of the gaps in Mr 
Stora’s narrative. Whereas Mr Stora sees 
Algeria from the perspective of France, Mr 
Wall takes an outsider’s view. 

It makes for a useful complement. 
Whereas Mr Stora’s points of reference for 
the war are usually French and often cul- 
tural (he notes the blossoming of French 
cinema and the opening of the first super- 
markets), Mr Wall's are international and 
geopolitical. His scope is broad: the estab- 
lishment of NATO; the Suez war; the be- 
ginnings of what is now the European Un- 
ion; the Bay of Pigs fiasco in Cuba; the 
nervous face-off in the aftermath of the 
second world war between the West and 


Russia; the worldwide trend to decolonisa- » 
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> tion; and the standing demand on Amer- 
ica to bail out France from successive bal- 
ance of payments’ crises. 

In particular, as Mr Wall notes, he pro- 
vides an answer to the question left hang- 
ing by Mr Stora: namely, given that the 
French army by the end of the 1950s had 
more or less won its war in Algeria, why 
did Algeria nonetheless gain its indepen- 
dence? If Mr Stora is puzzled, Mr Wall is 
not. The question, he says, answers itself: 
the Muslims had been permanently alien- 
ated; population growth meant rebel inci- 
dents were never likely “to decrease to ac- 
ceptable or tolerable levels”; French public 
opinion was sickened; the French intelli- 
gentsia was outraged by the practice of tor- 
ture; and, “just as important”, America 
could not accept French policy. 


Sustainable development 
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Did Charles de Gaulle, summoned 
back in 1958 to meet France’s constitu- 
tional crisis and end the Algerian war, real- 
ise all this? Conventional wisdom is that 
he was France’s far-sighted saviour, ac- 
cepting almostfrom the outset that the loss 
of Algeria was inevitable. Mr Wall, having 
trailed through both French and American 
archives, disagrees. De Gaulle’s acceptance 
of Algerian independence was a belated 
pragmatism, forced on him by his failure to 
win over the Americans, first under Eisen- 
hower and then under Kennedy. 

Moreover, for all his qualities, what did 
the general achieve? According to Mr Wall 
he had three ambitions: to make France 
part of a “directorate” with America and 
Britain; to build a European political com- 
munity based on co-operating nations 


Energetic visionaries 


How to turn the mantra of sustainable development into meaningful action 


Toward a Sustainable Energy Future. Inter- 
national Energy Agency; 300 pages; $100 

ACK in 1987, a panel headed by Swe- 

den’s Gro Harlem Brundtland defined 
sustainable development as growth that 
meets our needs without compromising 
the ability of future generations to meet 
theirs. This important new book from the 
International Energy Agency (IEA), a 
quasi-governmental agency, argues that 
that vision “has slowly evolved from a 
slogan for environmentalists into a guid- 
ing principle for public policy.” 

Toward that end, the 1£A has produced 
a how-to manual for pursuing more sus- 
tainable energy policies. Smog, acid rain 
and global warming, for example, are 
linked at least in part to man’s use of fossil 
fuels. Notably, the work does not gloss 
over difficulties: it points out that liberal- 
ising power markets can make it harder to 
subsidise renewable energy sources, and 
that reducing emissions from transport 
might involve unpopular moves such as 
raising fuel taxes or ending perks like 
company cars. 


Where on Earth are We Going? By Maurice 
Strong. Texere; 431 pages; $27.95 and 
£18.99 
ONG before the term became fashion- 

able, Maurice Strong was a leading ad- 
vocate of sustainability. The charming 
Canadian has seamlessly woven to- 
gether a career in business with green ac- 
tivism and global policymaking. Though 
the book’s writing can be plodding, his re- 
markable career and personal exuber- 
ance save it from dullness. 

He helped pull together the Rio Earth 
Summit in 1992. That gathering saw the 





largest-ever collection of heads of state, 
including George Bush senior, launch the 
effort to tackle climate change. Ironically, 
its culmination—the Kyoto Protocol—has 
been rejected by Mr Bush's own son. Even 
so, Mr Strong hopes that the next big 
Earth Summit, to be heldin Johannesburg 
in September 2002, can revive the goal of 
sustainable development, and he offers 
prescriptions for doing so. 


The Search for Free Energy. By Keith Tutt. 


Simon & Schuster; 354 pages; £18.99 


Kna TUTT also worries about the 


ink between energy and sustainable 
development. His tone is evangelical: we 
are “fossil addicts”, he writes, caught in a 
“self-destructive spiral” threatening our 
survival. You do not, though, need to 
share Mr Tutt’s vision of impending cata- 
clysm to be interested in his profiles of in- 








rather than supranational institutions; and 
to form a “Eurafrique”, linking France with 
Algeria and other ex-colonies, as a coun- 
terweight to the power of America and 
Britain. Clearly he failed, and in Mr Wall's 
view the general's policy of independence 
for France (witness its nuclear weapons) 
has subsequently failed too: “Whether in 
Iraq or Bosnia or Kosovo, the United States 
has taken the lead; when it abdicates, de- 
spite numerous French efforts, there is no 
European policy to fill the vacuum. France 
has not been up to the measure of its for- 
eign policy ambitions.” You need not agree 
with this overall conclusion, with its pessi- 
mistic implications for the future, to accept 
Mr Wall's historical point, that the United 
States was a critical force in pressing France 
to accept Algerian independence. m 


ventors and entrepreneurs searching for 
clean, bountiful sources of energy. 

Mr Tutt writes persuasively that these 
folk are by no means all quacks. His writ- 
ing is clear, his reporting thorough and 
his arguments crisp. A good example of 
what “The Search for Free Energy” has to 
offer is his account of cold fusion. This 
was widely ridiculed as the scam of the 
century. But Mr Tutt lays out the reasoned 
case for why some version of this ap- 
proach could play a role in the future of 
energy production. 


The Eternal Frontier. By Tim Flannery. At- 
lantic Monthly Press; 432 pages; $27.50. 
Heinemann; £20 
HIS gem provides a contrast with 
those above, which look to a green fu- 
ture. Tim Flannery casts his gaze back. 


- This is a literate, meticulously researched 


work on the environmental history of 
North America. Perhaps this book's great- 
est strength is Mr Flannery’s ability to 
bring ancient, inanimate scenes to life. 
When he describes the great asteroid that 
crashed into what is now the Yucatan 
Peninsula (so ending the era of dino- 
saurs), he does so in such detail that the 
reader feels almost afraid. 

Mr Flannery worries that a continent 
which has proved so accommodating 
and adaptable may have met its match in 
climate change. Controversially, he holds 
that North America “will feel its effects 
more violently and well in advance of 
other continents.” 


NB: A review of “The Skeptical Environmentalist” by 
Bjorn Lomborg will appear in these pages later this 
month 





Monumental 





His Invention So Fertile: A Life of 
Christopher Wren. By Adrian Tinniswood. 
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the maker of London's largest and most 
magnificent cathedral, St Paul’s. Yet he 
came to architecture and town planning 
almost by chance, in his 30s, from a suc- 
cessful career in astronomy. 

As a boy, Wren invented unusual sun- 
dials and dabbled in engineering. Admit- 
ted to university at the age of 17, he found 
plenty of outlets for his restless imagina- 
tion. He worked on (among other things) 
refraction, optics, motion, a history of the 
seasons, an explanation of the rings of Sat- 
urn, maps of the moon, magnetism, navi- 
gation, microscopy, anatomy and the in- 
travenous injection. His experiments on 
live dogs—described in stomach-turning 
detail in the opening pages of Adrian Tin- 
niswood’s book—opened the way for the 
first attempts at blood transfusion. 

In 1653, this “miracle of youth”, as John 
Evelyn called him, was elected to a fellow- 
ship at All Souls College, Oxford; four 
years later he was professor of geometry at 
Gresham College, London. There he 
started up a scientific discussion group 
which, in 1662, received a royal charter and 
became the Royal Society. 

Curiously, Wren appears to have been 
little interested in seeing his scientific pro- 
jects to completion. Though he longed for 
success, and worked hard to achieve it, he 
appears to have enjoyed setting himself 
problems and solving them, leaving the 
developments and refinements to others. 

Wren’s first architectural commis- 
sion—a new chapel for Pembroke College, 
Cambridge—came in 1663. Though conser- 
vative and necessarily small-scale, this ele- 
gant, thoroughly classical building is a fine 
precursor of his later, grander achieve- 
ments. London's great fire in 1666 was the 
making of Wren’s architectural career. In 
1669 he was appointed surveyor general 
of the royal buildings, replanning the en- 
tire city and supervising the building or re- 
building of 51 churches. 

Little is known about Wren’s personal 
life. He married twice and had four chil- 
dren, one of whom died at 17 months; an- 
other, Billy, was born retarded. Mr Tinnis- 
wood, drawing on the work of scholars 
such as Sir John Summerson and Kerry 
Downes, has written a highly readable 
and engaging biography of a fascinating, 
enigmatic figure. W 
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OODY ALLEN is one of life’s most 

famous worryworts. With good 
reason, it seems. He feuded, famously, 
with Mia Farrow over his affair with the 
adopted sister of their three children. He 
battled against the construction of a 
high-rise building in his beloved Man- 
hattan neighbourhood while at the 
same time letting builders into his new 
home; never an easy undertaking. Now, 
just as his latest film, “The Curse of the 
Jade Scorpion”, opens in America, it is 
his business dealings that are the source 
of renewed heartache. 

Virtually none of Mr Allen’s films 


Cities and writers 
Sunny side up 


30 Days in Sydney: A Wildly Distorted Ac- 


count. By Peter Carey. Bloomsbury; 256 
pages; $16.95 and £9.99 


LOOMSBURY’S new series of short tra- 


vel books, the Writer and the City, is 
shaping up nicely. Peter Carey’s “30 Days 
in Sydney” follows Edmund White's en- 
gaging book about Paris, “The Flaneur”, 
which appeared last year. Like Mr White, 
Mr Carey writes about an adopted city, 
not his home town: he grew up in rural Vic- 
toria and has lived in New York for the past 
ten years. But Sydney still calls him, even 
though it is a place for which he harbours 
strong, if mixed, feelings. 

Mr Carey touches down at Kingsford 
Smith airport with an idea of the form he 
wants his book to take. Tape recorder in 
hand, he will meet up with some old 
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makes money in America. But that 
didn't seem to matter while his produc- 
tion partner was Jean Doumanian and 
the films were being secretly bankrolled 
by her long-time boyfriend, Jacqui Safra, 
a scion of the billionaire banking family. 


_ Yet the friends who have known each 


other for nearly 40 years are at daggers 
drawn. Mr Allen is suing Ms Doumanian 


for withholding financial information 
from him; she is counter-suing for 
money that she says he owes her. The 
quarrel is set to grow even bloodier on 
its way to court later this year. “The 
Curse of the Jade Scorpion” has arrived. 


friends and ask them to talk about one of 
the four ancient elements: earth, air, fire 
and water. 

His oddball pals oblige with often hilar- 
ious accounts of storms at sea, conflagra- 
tions on land and other hair-raising misad- 
ventures. These deftly link in with threads 
of narrative and history. Mr Carey’s subti- 
tle is “A Wildly Distorted Account”, and, 
for all its apparent casualness, there’s more 
than a hint here of the novelist’s art. 

“How can I hope to convey to any 
reader my idea of Sydney?” he muses. 


I have seen nothing to equal it in the way of 
landlocked scenery, in the particular rela- 
tionship between the races, in the easy toler- 
ance of crime and corruption, in the familiar 
mingling you can witness on the footpath 
outside Bar Coluzzi any morning, where you 
may find judges and writers and the eu- 
phemistically labelled ‘colourful racing 
identities’ all bunched happily together in 
the sunshine, somehow feeling themselves 
to be at the red-hot centre of the town. 


This is disingenuous. “30 Days in Syd- 


ney” is the next best thing to, well, 30 days 
in Sydney. @ 





Sir Fred Hoyle 





Sir Fred Hoyle, scientist and rebel, died on August 20th, aged 86 


|? eair stereotypes are always danger- 
ous, but Fred Hoyle would probably 
not have objected to the use of the term 
“gritty” in connection with his own ethnic 
origins in Yorkshire, in northern England. 
Despite his fellowship at St John’s College, 
Cambridge, he was never comfortable as 
part of Britain's intellectual establishment. 
Yet, in his time, he was probably the coun- 
try’s most famous astronomer, and cer- 
tainly one of its most famous scientists. 
Thatis all the more remarkable because 
his best-known idea from his early life has 
turned out to be wrong, and his best- 
known idea from his later life is regarded 
by most researchers in the field as, frankly, 


batty. Between these two mis-steps, how- 


ever, Sir Fred worked out the not insignifi- 
cant detail of why chemistry is diverse 
enough to support the complex material 
phenomenon known as “life”. 

His earlier mis-step was cosmological, 
and it was as a cosmologist that he became 
famous. In 1925, Georges Le Maitre, a Bel- 
gian monk, proposed that the universe 
had once been tiny, and had explodedina 
cosmic fireball of which the galaxies are 
the remnants. This idea became popular, 
but Fred Hoyle hated it. In 1948, he coun- 
ter-attacked. His assault was two-pronged. 
First, he suggested an alternative: that the 
universe is infinitely old, and that new 


matter appears spontaneously to fill the 
gaps as it expands. Second, he proposed a 
ridiculous name for his opponents’ idea, in 
the hope of humiliating them. He called it 
the “Big Bang”. 

The attack failed on both counts. Le 
Maitre’s disciples loved the name, and 
adopted it. Meanwhile, evidence in their 
favour accumulated to the point where it 
became overwhelming. That was no dis- 
grace. Sir Fred's “Steady State” theory fitted 
the evidence available at the time it was 
proposed, and forced the Big Bangers to de- 
fend their position. Testing such compet- 
ing hypotheses is how science is supposed 
to proceed. And some of his other hypoth- 
eses have stood up well to scrutiny: in par- 
ticular those concerning the creation of 
heavy elements. 


The Nobel controversy 

Neither the Big Bang, nor the Steady State 
versions of cosmology account for any but 
the lightest elements—hydrogen and he- 
lium. Fred Hoyle showed how the rest of 
the periodic table could be built up. The 
problem of the heavy elements is actually 
two problems. Sir Fred solved them both. 
Stars shine by nuclear fusion—the merging 
of light atomic nuclei to release energy. 
The reaction between hydrogen atoms to 
make helium has the biggest yield, but 


ECTE 





subsequent mergers all the way up to iron 
(number 26 on the periodic table) will re- 
lease some energy. For heavier nuclei, 
though, the reverse is true. These release 
energy when they are broken down. For 
really heavy elements, such as uranium, 
such fission happens spontaneously. 

In theory, making elements up to iron 
should not be hard. However, until Fred 
Hoyle applied his mind to the question it 
looked as though many of the intermedi- 
ate steps might be too unstable to account 
for the quantities of those elements that 
are observed. In 1954, though, he showed 
how these intermediate nuclei are stabil- 
ised by internal resonances that enable 
them to last long enough for the next fu- 
sion step to take place. In 1957, he and three 
colleagues wrote a paper showing how el- 
ements heavier than iron are produced. 
They are made in exploding stars called su- 
pernovae, in which the energies are so 
high that nuclei get squashed together into 
otherwise unstable configurations. 

This was Nobel-prizewinning stuff, 
and William Fowler, one of the paper's au- 
thors, duly got the call from Stockholm. 
That was widely regarded as unfair, for 
many of the key insights were Fred 
Hoyle’s. Whether his knighthood in 1972 
made up for the disappointment is doubt- 
ful. For whatever reason, though, he began 
to turn away from cosmology. 

He had long been interested in the idea 
of life in space, but that interest was ini- 
tially expressed only in his science-fiction. 
“The Black Cloud”, published in 1957, is 
perhaps the best of these stories. It de- 
scribes a life form that inhabits a small 
nebula known as a Bok globule, which vis- 
its the solar system to refuel from the sun. 

An interesting idea. But one that got out 
of hand when he met Chandra Wickra- 
masinghe (then a student, now a professor 
at the University of Wales). The two of 


them decided to revive the theory of “pan- * 


spermia”—that life is ubiquitous, and 
spreads from planet to planet as a sort of 
infection. This is an old idea. It might even 
be true. However, Sir Fred and Dr Wickra- 
masinghe took itto ridiculous lengths, pro- 
posing not only the arrival of organisms 
from outer space, but that those organisms 
(such as influenza viruses) are somehow 
already adapted for life in the hurly-burly 
of the terrestrial ecosystem. 

Itis not unknown for good scientists to 
go off the rails at the end of their careers, 
and Fred Hoyle did so in spectacular style. 
The theory got sillier and sillier. He once 
suggested that bees are ideally adapted for 
interplanetary life. Being a Yorkshireman, 
he was also loth to admit error. He never 
reconciled himself to the Big Bang, nor to 
the idea that influenza epidemics start in 
pigs and poultry, notin outer space. But he 
did explain the elements. That is hardly a 
bad epitaph. m 
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In Fontainebleau: 11-16 November 2001. In Singapore: 21-26 April 2002 


Create a new R&D driven strategy 
for your business 


R&D today is a key driver of business success. This new role radically 
changes relationships with other business functions such as manufacturing, 
marketing and finance. Understanding the new lead that R&D is taking in 
successful companies is the essence of the INSEAD programme 

Strategic R&D Management. 


For further information The programme starts from the premise that R&D is integrated into the 

very structure of the firm. Participants do not review the basics of R&D 
Europe Campus: management, but develop a new business perspective, understanding how R&D 
ORAO TANI is the driving force behind innovation and enhanced competitiveness. 
Asia Campus : Strategic R&D Management is designed for senior managers involved in 
Email: jukka.majanen@insead.edu R&D or with responsibility for technical organisations: those with the 
Call: (65) 799 5377 vision to develop a new business perspective for R&D. 


-insead.edu/ T * Enrichment through diversity 


execed.europe @insead.edu execed.asia@insead.edu 


e 


OITS THE BUSINESS SCHOOL 
SLLLS FOR FINANCIAL MARKETS 





TheTransnational 





Innovative programmes for 

those seeking careers in the 

global financial markets: 

MSc International Securities, 

s Investment and Banking 
MSc Risk Management, 

_ Operations and Regulation 
___ MSc Financial Engineering 
¿= and Quantitative Analysis 
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good blend of face-to-face schooling HA1 
and Net learning, one model for the Ų 
future may be Fordham University’s 

Transnational MBA Program.” 
— Business Week 














With meetings one weekend a month, the 
Fordham Transnational MBA Program encourages business 
professionals from around the world to earn a fully accredited 
MBA in just over two years. 

In between classroom weekends, students use Net technology 
to maintain contact with each other and with their professors. 
This enables attendees to keep their full-time jobs while 
earning a premier MBA. All courses in the Transnational 
MBA Program focus on international business themes, while 
the executive-style format attracts a diverse audience from 
many countries. 
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For more information, call (212) 636-6200 


or visit our web site listed below. 


FORDHAM 


GRADUATE SCHOOL OF BUSINESS 





The University of Reading 
SMA Centre - Whiteknights _ 
PO Box 242 - Reading RGG 6BA - UK 

Tel: +44 (0)118 931 8239 


Fax: +44 (0)118 931 4741 
Email: admin@ismacentre.rdg.ac.uk 





www.bnet.fordham.edu » tmba@embanet.com 
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Amsterdam 


CZ Institute of Finance 





In cooperation with the faculty of 


INSEAD 
Upcoming Courses 2001 


Financial Restructuring - Going Public (Sept. 10 - 
Financial Innovation in Corporate Finance (Sept. I7 - 
Modeling in Project Finance (Sept. 24 - 
Negotiation Analysis (Oct. 4 - 
Mergers and Acquisitions (Oct. 8 - 
Real Options (Oct. I8- 
Valuing Commercial Banks (Oct. 22 - 
Foundations of Finance (Nov. | - 


Banking and Financial Markets 


in Eastern Europe (Nov. 14 - 
Advanced Financial Statement Analysis (Nov, 21 - 
Asset and Liability Management (Dec. 3 


20) 
23) 


23) 


17) 


23) 


-7) 


For information, please visit our Web site or contact us directly. 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 


telephone: +31-20-5200160 - fax: +31-20-5200161 
e-mail: info@aif.nl - internet: www.aif.nl 


DINBURGH 


BUSINESS kia feseis 
HERIOT-WATT UNIVERSITY 


MBA | 


GENG 


global an proven 


Contact quoting HECo1: tel. +44 (0)1704 508 301, or 
e-mail: hwattmba@ftknowledge.com 


www.hwmba.edu 





Amsterdam 


CZ Institute of Finance 



















In cooperation with the faculty of 


INSEAD 


Investigates innovative methods of valuing organizations 
and analyses investment opportunities in Europe's 
transition economies, in the upcoming courses: 


Real Options 
(October 18 - 20) 


Valuing Commercial Banks 
(October 22 - 23) 


Banking and Financial Markets 


in Eastern Europe 
(November 14 - | 7) 


For information, please visit our Web site, or contact us directly 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-5200161 
e-mail: info@aif.nl - internet: www.aif.nl 








INTERNATIONAL 


WEALTH MANAGEMENT 
EXECUTIVE MBA 





A dual degree Executive MBA program by 
renowned US and Swiss universities. 

Geared specifically to senior private bankers and 
executives from the wealth management industry. 
15 weeks Spread job-concurrently over two years, 
held in Switzerland and in the USA. 

Taught exclusively in English by an inter- 
nationally renowned faculty. 





T O EN 










A joint Program by: 
USA: Carnegie Mellon University 
CH: Swiss Banking School 


University of Geneva qpov%®s, 200% o0 9,00 
University of Lausanne \ y we ne ro! ce 
University of St. Gallen \  ™ EF eano” 

o 


University of Zurich 


For further information please contact: 
Swiss Banking School 

Hottingerstrasse 20, CH-8032 Zurich 

Phone +41 (1) 254 30 80, Fax +41 (1) 254 30 85 
IWEMBAG@SwissBankingSchool.ch, www.|WEMBA.ch 
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INSEAD 





Next sessions 
in Fontainebleau: 


14-21 November 2001 
13-20 November 2002 


For further information, 

visit the INSEAD website at 
www.insead.edu/executives 

or e-mail 
kathleen.sanchez@insead.edu 
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STOREWARS 


The Battle for Mindspace 
and Shelfspace 





Focusing on consumer goods, the STOREWARS programme with 

its exclusive marketing simulation brings together senior managers 
in manufacturing, retailing and advertising to explore and exchange 
strategic marketing practices in this highly competitive field. 


The Storewars programme addresses key issues of consumer marketing 
from two perspectives - manufacturer and retailer: 


Marketing strategy and tactics 


- differential advantage and target-market selection 


« marketing intelligence and customer profitability 
- efficient consumer response 


The brand as a central concept 
« brand equity and acquisition of brands 


« brand loyalty / brand switching 
e eurobranding and globalisation 


The retailer as a major player 


- retailer strategy / e-tailing 
« manufacturer-retailer negotiation 





« merchandising, shelf space bi 
Enrichment through Diversity 

Europe Campus Asia Campus 

execed.europe@insead.edu execed.asia@insead.edu 
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The Premier Global 


MBA Programme 


Singapore & Fontainebleau campuses 


INSEAD is now accepting applications for the full- 
time MBA Programme starting in Singapore and 
Fontainebleau in September 2002. 


To download the new MBA 2002 Brochure, please 
visit our website at www.insead.edu/mba. 


INSEAD will also be touring to meet prospective 
candidates in the following locations this autumn. 
Further locations are due to be confirmed in 
the coming weeks. Please visit the website for 
up-to-date listings and to register to attend 
events, 


On-Campus Information Sessions 
in Fontainebleau and Singapore 
Friday 28 September 2001 

Friday 30 November 2001 

Information Sessions Worldwide 
in Autumn 2001 


Latin America: Asia Pacific: 

Sao Paulo 11 Sept Manila 27 Sept 
Buenos Aires 13 Sept 

Europe: Africa: 

Budapest 03 Sept Johannesburg 05 Sept 
Amsterdam 05 Sept 

Dublin 06 Sept 

Munich 18 Oct 


MBA Forums & Fairs Worldwide 
in Autumn 2001 


Latin America: North America: 

Rio de Janeiro 10 Sept Washington 05 Oct 
Sao Paulo 12 Sept New York 08 Oct 
Buenos Aires 14 Sept Boston 10 Oct 
Lima 17 Sept Chicago 20 Oct 


Mexico City 19 Sept San Francisco 24 Oct 
Los Angeles 27 Oct 


Europe: Asia Pacific: 
Copenhagen 29 Sept Beijing 03 Nov 
London 04 Oct Seoul 06 Nov 
Paris 06 Oct Mumbai 06 Nov 
Madrid 09 Oct New Delhi 08 Nov 
Milan 11 Oct Tokyo 08 Nov 
Frankfurt 13 Oct Tokyo 10 Nov 
Berlin 15 Oct Singapore 10 Nov 
Warsaw 18 Oct Hong Kong 13 Nov 
Moscow 20 Oct Shanghai 15 Nov 
London 22 Oct Sydney 20 Nov 
Prague 25 Oct 

Istanbul 27 Oct 

Lausanne 12 Nov 


Further events in the upcoming year are planned for: 
Athens, Barcelona. Beijing, Beirut. Cairo. Frankfurt, 
Geneva, Istanbul, Jakarta, Lisbon, London, Los 
Angeles, Madrid, Melbourne. Milan. Montreal, 
Moscow, New York, Prague, Rome, San Francisco, 
Seoul, Shanghai. Shenzhen, Taipei, Tel Aviv, Tokyo, 
Toronto. Vienna and Warsaw. 


Kellog -HKUST 


Executive MBA 


WORLD CLASS STUDENTS 


As a partnership between the two world-class 
universities, the Kellogg-HKUST EMBA program 
provides the best executive education that Asia 
and the US can offer. It attracts exceptional 
executives from across Asia to take part in this 
unique |6-month, part-time program. 


The diverse mix of backgrounds, industries and 
cultures of the EMBA participants provides 
excellent learning opportunities for knowledge 
and experience sharing. They come from a wide 
range of industry from finance, technology, 
manufacturing, property, transportation, energy 
and non-profit organizations. Of the 50 students 
in the 2001/2002 class, 30% fly in from across 
Asia and the United States. 


Application deadline: 30 September 2001 
Class commencement: January 2002 


FOR ENQUIRY, PLEASE CONTACT US AT: 


Tel: (852) 2358 4180 Fax: (852) 2358 1514 
Email: emba@ust.hk Website: www.bm.ust.hk/emba 


© Kellogg 


\\ J THE HONG KONG UNIVERSITY OF 
SCIENCE AND TECHNOLOGY 
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Recognized as one of tthe world’s 
Distance L MBA/Master's or 
pogroms No bachelors 

(or Master's for DBA) 
experi . No time limits, 


ooo 


t ba.com 


FAIRFAX UNIVERSITY 


Home Study Degree Program 


Learn how casy it is to become a Certified Professional 
Consultan (CPC) in your own field. Write foe free 
catalogue 


Established in 1986, Fairfax University 
in the USA offers mid-career/senior 
professionals accelerated, tast track, 
distance-learning,home-study 
programmes at the Bachelor's, 
Master's and Doctoral degree levels in 
many subject areas. International 
faculty, Credit for prior learning/ 
experience/published works. Assess- 
ment based on projects/ 
assignments. No residency 
requirements. Year-round admissions. 


For details: Email: info@fairfaxu.edu 
Tel: 225.295.5655 
Fax:225.298.1219 

Web site: www.fairfaxu.edu 


The Consultants Institute 
Dept EK, 304656 
Prince William Street 
Princes Anne, MD21853 USA 
Pius: (410965! 4885 
www _ consultantsinstitute.com 





Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
loss or damage incurred or suffered as a 
result of his/her accepting or offering to 
accept an invitation contained in any 


advertisement in the Economist 





Teaching French to adults for 32 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 '/: hrs a day with 2 meals. 8 levels : Beg. I to Adv. I 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts Oct. 1 , Oct. 29 and all year 

06230 Villefranche/Mer E11, France. Tel.: (33) 493 01 88 44 Fax: (33) 493 76 92 17 

en WWW.institutdefrancais.com 
in London where you can experience 


© 
all the major chain hotels, gain an i hia 


international qualification and also London Hotel School 


improve your English. Courses start every month. Complete one 
year theory and one year's salaried internship in a London Hotel. 


Study Hotel & Tourism Management 


Call us for a brocure 44 20 7665 0000 
e-mail: registrar@ londonhotelschool.com 
Website: www.londonhotelschoo!.com 


London Hote! School 
Springvale Terrace 
London W14 OAE 


Understanding the New World of Health Care 


Skills for the New World of Health Care 
November 3-11, 2001 


A program developed for physicians, health care leaders, and policy makers in government 
and the private sector. The program aims develop knowledge and skills to navigate the 
troubled waters of the health care environment. 


For more information about this program please contact: Eleanor Brimley 
Tel: 617-496-1069, Fax: 617-496-0300, E-mail: eleanor _brimley@harvard.edu 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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UNIVERSITY DEGREE 


WES For Life, Work and Academic Experience 
KEN Degrees for peop who want to be more effective 
ZAA and secure in their Jobs or Professions. 

FA Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your r 
life and work experience. University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 

business experience. We accept university credits no matter when taken. 
Not Accredited by an agency recognized by the U.S. Secretary of Education. 
Our graduates are recognized for their achievements in business and industry. , 
We will assist you in completing your degree requirements at your own pace 
through home study. 










çEducation — Send/fax detailed resume for a TETIS TO 
24,000 Pacific Western University 
Alumni 1210 Auahi Street, Dept. 137, Honolulu, HI 96814-4922, (808) 597-1909 
Worldwide USA CALL: (800) 423-3244, ext. 0 UK: 0800-960-413, ext. 0 





Fax: (310) 446-5288 e-mail: admissions@pwu-hi.edu http://www.pwu-hi.eduu 
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GENEVA 2001 


During the past two decades, the FAME-ICMB Executive 
Courses in Finance have become the benchmark for 
executive training in asset allocation, risk management, 
forecasting and quantitative analysis. 


FAME-ICMB 
IN FINANCE 


EXECUTIVE COURSES 


The emphasis on practical applications and our 
renowned international faculty ensure that participants 
build skills that are directly applicable to their daily work 
environment. 


—_ 
© 


Stephen Schaefer September 10 — 14 
MODERN FIXED INCOME MARKETS: 

RELATIVE VALUE, ARBITRAGE, PORTFOLIO AND 
RISK MANAGEMENT 


Philippe Jorion 
GLOBAL ASSET ALLOCATION 


September 17 — 21 


Russ Wermers September 24 — 28 
PERFORMANCE EVALUATION AND ATTRIBUTION 


Rene Stulz October 1-5 


INTEGRATED RISK MANAGEMENT 


Salih Neftci October 8 — 12 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


David Cox October 29 — November 2 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


Th. Schneeweis and G. Beliossi November 5 - 9 


ALTERNATIVE INVESTMENTS 


INTERNATIONAL CENTER FOR 
FINANCIAL ASSET MANACEMENT AND ENGINERRING 


To register and obtain our detailed brochure, 
please contact: 

Fabienne Scagliola or Béatrice Candolfi 
FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel: +41-22/731 95 55, Fax: +41-22/731 95 75 
E-mail: geneva-courses@fame.ch 
www.fame.ch 
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30 Appointments 





Centre for Energy, Petroleum & Mineral Law & Policy 


CEPMLLP is the internationally leading Institution in Natural Resources 
and Energy Law & Policy with an interdisciplinary orientation (and staff). 
The Centre attracts some 100 international students every year, 30 of 
which are PhDs. The Centre provides extensive professional training and 
consultancy activities for international agencies, governments and 
multinational companies. 


Research/Teaching Fellow 


(part-time / full-time) - 1 year fixed term 
Salary Scale (£17,278 — £25,969 per annum pro rata) 
Reference: LA/247/1/E 


A post is now available for a researcher who has a track record in the field 
of energy & international relations, with a focus on East Asia and a 
working knowledge of one or more East Asian languages, as well as 
English. The main tasks will be to join an ongoing research project, to 
develop new research projects and to assist in the development of a new 
post-graduate course in this field. In addition the candidate will be 
expected to assist in the administration and development of the Centre's 
research and PhD programme. 


Candidates should possess a high quality research record, excellent 
interpersonal skills, and hold or be close to completing a PhD in 
International Relations. 


Professional experience in teaching is also desirable, along with good IT skills. 


The post can be part-time (minimum 50%) or full time, dependent on the 
qualifications and needs of the candidate. 


Part-Time Research/ Teaching Fellow 


(Part-time 50%) —1 year fixed term 
Salary Scale (£17,278 — £19,293 per annum pro-rata) 
~ Reference: LA/248/1/E 


A post is also available for a part-time researcher, possibly in combination 
with a doctoral programme, in international energy / resources law; EU 
energy law; WTO/energy issues and to collaborate in the publication of 
books and articles in the same fields along with participating in the 
teaching of relevant courses. In addition the candidate will be expected to 
assist in the administration and preparation of relevant consultancy and 
professional training projects. 

Candidates should possess an advanced degree in law, with 
specialisations in International and European energy law. Excellent 
interpersonal skills, English & other languages are highly desirable. 


Please visit the Centre's website (http: // www.cepmlp.org) for further 
information and any informal enquiries should be directed to Prof. T Walde 
(thomaswalde@ecs.com). 


Applications by CV & covering letter (2 copies of each), complete with 
the names, addresses, telephone/fax numbers of 2 referees should be 
sent to Personnel Services, University of Dundee, Dundee, DD1 4HN. 
Further Particulars are available for these posts, tel: (01382) 344015. 
Please quote the appropriate Reference. 


Closing date: 17 September 2001. 


The University of Dundee is committed to equal 
opportunities and welcomes applications from all 
sections of the community. 


Applicants will only be contacted if invited for 
interview. 
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Audit Specialists 


The United Nations Development Programme (UNDP) is currently seeking 
intelligent, motivated people to fill the positions of Audit Specialists in its Office 
of Audit and Performance Review. 


UNDP is, inter alia, a provider of audit services to the United Nations Office for 
Project Services (UNOPS), which is an arm of the United Nations that provides 
project-management services in every field where the United Nations has a 
mandate. The Audit Specialists will be performing management audits of 
UNOPS operations. 


To qualify, the applicant must have: 


* a postgraduate degree in auditing, business administration, commerce; 
the ability to work independently; 
the ability to travel extensively; 
strong supervisory and MS Office skills; 
8+ years audit related experience; 
CPA, CA or equivalent designation; 
Proficiency in English 
Proficiency in French or Spanish, desirable. 


UNDP offers an attractive compensation package commensurate with 
experience. If your background and competencies match our requirements, 
please provide a detailed curriculum vitae including your qualifications, 
experience, language skills and contact information (telephone, fax number, 
and/or e-mail), together with a sample of written work, to: Ms. Leonida B. 
Ruiz, Audit Associate, Office of Audit and Performance Review. One United 
Nations Plaza, Room DC1-428A, New York, NY, 10017; Fax: 212-906-6413; 
e-mail: leonida.ruiz@undp.org 


The Institute for Housing and 


Urban Development Studies 


(IHS) is an international institution offering mid- 
career post-graduate education and training, 
research and advisory services in the fields of 
Housing, Urban Management and the Urban 
Environment. IHS focuses on developing 
countries and countries in transition. 





IHS has an immediate opening for a 


DEPUTY DIRECTOR (m/f) 


member of the Executive Board 


The IHS Executive Board consists of a director/chairman and a deputy 
director/member. It has statutory responsibility for the overall management of 
the IHS and reports to the IHS Supervisory Board. The deputy director/member 
will be (cc-) responsible for: 
* general management of the Institute, including replacing the director/ 
chairman in case or absence on account of mission or leave 
* management of the IHS Advisory and Institutional Development 
Projects portfolio, including the development of strategic directions and 
their integration into overall IHS strategy, representation of IHS interests in 
dealing with its external environment and a limited amount of billable 
professional activities in his/her field of competence. 


Profile 
The candidate should meet the following qualifications: 
an advanced degree (preferably PhD) in a relevant discipline 
significant managerial experience and excellent networking capacity 
a solid track record of professional working experience in one or more of 
the IHS thematic fields/areas of operation 
international experience of working with developing countries and/or 
transitional economies 
proficiency in English; willingness to learn Dutch. 


Preference will be given to EU nationals. 


if you would like to apply for this position, you are invited to send your letter of 
application and CV in English within 14 days to Psychologisch Adviesbureau 
Dr. J.G.H. Bokslag bv, Heemraadssingel 64, 3021 DC Rotterdam or 
info @bokslag.nl, att. drs. ing. A.G. Stolk. 
More information is available at www.bokslag.nl. 
A psychological/aptitude test will form part of the selection procedure. 
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FONDACIONI | UNIVERSITETIT TE EJL NE TETOVË 
YHMBEP3MTETCKA HA JME BO TETOBO 
SEE UNIVERSITY AT TETOVO FOUNDATION 





SEE UNIVERSITY AT TETOVO PROJECT 





The SEE-University at Tetovo is looking to fill the following positions: 


Assistant to the Director 
Assist the director in the administration of the University. The position 


requires exceptional language skills in English, Albanian and Macedonian 


as well as proven administrative skills 


Chief Facilities Director 

Oversight and Management of University Facilities, including 

Water, Electricity, Computer, Maintenance, Classrooms 

The position requires an engineering degree relevant to facility 
management; fluency in English, Macedonian and Albanian desirable. 


Chief Financial Officer 

Duties include 

e direct financial activities of organization 

e management reporting 

e general accounting 

e grant and contract accounting 

ə prepares or directs the preparation of financial statements 

e forecasts and budgets 

This position requires certified financial management credentials; 
fluency in English, Macedonian and Albanian desirable. 


Financial Officer 
Duties include 
e Assistant to the Chief Financial Officer 
e management reporting 
èe general accounting 
è assist in the preparation of financial statements, forecasts, 
and budgets 
The position requires experience with accounting, financial management 
and budgeting; fluency in English, Macedonian and Albanian desirable. 


Chief Human Resource Officer 

Duties include 

e Processing new applications: 

è Monitor staff: 

e Support & maintenance of employees and employee responsibility: 

e Reporting: reporting in general to the director and the Academic 
Planning Officer 

e Other: additional tasks can be delegated 

The position requires experience in human resources management; 

fluency in English, Macedonian and Albanian desirable. 


Chief Testing Officer 

Duties include 

e Test administration 

e Oversight and implementation of fair grading practice 

e Maintenance of student grade records 

The position requires formal training in test administration and develop- 
ment; fluency in English, Macedonian and Albanian desirable. 
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Communications Officer 
Duties include 
e Public Relations for the University 
e Marketing 
e Ensuring standardization of university communications internal 
and external 
The position requires proven editing and marketing skills as well as 
exceptional language skills in English, Macedonian, and preferably also 
Albanian. 


Financial Controller 

Duties include 

è financial controlling 

è Maintenance of bank accounts 

e Control of expenses 

e Keep updated forecast for expenditures to come 

e Integration of forecasts into Cash Flow Planner 

e Get required money from bank account to pay the requested and 
approved items 

The position requires controlling experience and a business administra- 

tion or a legal degree; fluency in English, Macedonian and Albanian 

desirable. 


Head Librarian 

Duties include 

Library management 

Cataloguing 

Help clients access the materials they want 

Management of Library Staff 

Participate in the development of library policies and procedures 

Design and deliver library orientation and instruction for clients, 

and train library staff 

Acquire print and electronic resources 

e Evaluate, select, use and maintain computer systems for storing, 
retrieving and disseminating information 

e Select materials for purchase, evaluate materials and remove 
out-dated, unused materials from the collection 

The position requires formal training in library management and 

cataloguing as well as experience with library cataloguing and indexing 

software; fluency in English, Macedonian and Albanian desirabie. 


Applications should be submitted to SEE University Foundation in one of 
the following ways: 
e either via e-mail using the form provided at www.see-university.com, or 
e via mail: please send complete documentations in separate envelopes 
to each of the following addresses: 
- SEE University Foundation, c/o May-Group Inc., “application”, 
Weinbergstr. 139, CH-8006 Zurich, Switzerland and 
- SEE University at Tetovo Foundation, “application”. 
llindenska no. 18/a, 1200 Tetovo, Republic of Macedonia. 


www.see-university.com 
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Oxford Analytica 


www.oxan.com 


A leading international consultancy, drawing on the scholarship of 
Oxford and other universities and research institutions world wide 
to serve the needs of business and governments for geostrategic, 
political, economic and social analysis, requires an Oxford based 


East Europe/CIS Editor 


The successful candidate will be responsible, alongside one other 
editor, for commissioning and editing articles, 2-3 pages long, for 
the Oxford Analytica Daily Brief and East Europe Daily Brief. 
Candidates should have a firm grounding in the politics and 
economics of the region, with a relevant postgraduate degree or 
work experience, and a keen interest in current developments. The 
ability to write and edit with speed and accuracy to strict, daily 
deadlines is essential. 


Salary commensurate with experience. 
CVs to 
Mr Graham Hutchings 
Editor 
The Oxford Analytica Daily Brief 
5 Alfred Street 
Oxford, OX1 4EH 


Closing date: September 14, 2001 


The World Trade Institute and the Institute of Economics of the University of 
Berne jointly seek the appointment of an Assistant Professor in International 
Economics (with an emphasis on international trade), and a research fellow in the 
same field. 
Assistant Professor in International Economics (100%) 

The holder of this new position will be Director of Economic Research of the WTI. 
It comprises teaching at the graduate level at the WTI (MILE and other programs) 
and at the undergraduate level at the faculty of social sciences and economics of 
the University of Berne. The position focuses on the economics of international 
trade in teaching and research. 
Applicants will hold a Ph.D. in fap, with a specialisation in a field closely 
related to international economics. ihe Successful applicant has a research 
jh quality research work as well as 

~ well as a keen interest in 


teaching experience in in srne i 
pinning international trade and 


linkages between the economi Jir 
international economic law. The $ į 1 erdisciplinary research team 
(law and economics) is expected. The appiidarnd ill be completely fluent in 
English; good command of German afid/or French is of an advantage. 
Research fellow in ‘International Economics (50%) 
The holder of this position will be involved in both research in the field of 
international economics and interdisciplinary research in international law and 
economics under the supervision of the Director of Economic Research. The 
position includes teaching and tutoring students in international economics. 
Applicants are expected to hold a masters degree in economics, wishing to 
achieve a Ph.D. in the field of international economics or a related field. 
Applicants should have a strong interest in empirical trade analysis and in 
research in an interdisciplinary setting. Applicants are required to be fluent in 
English. Good command of German and/or French is of advantage. 
Applications for both positions should be received by October 15, 2001 and be 
addressed to the World Trade Institute, Hallerstrasse 6, 3012 Berne Switzerland, 
attn. Prof. Thomas Cottier, Managing Director. 
For more information on the WTI, see www.worldtradeinstitute.ch or 
contact Simon Lacey at +41 (0) 31 631 32 72 














DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump o.) the ladder of 
success. Resume Broadcast International assists you in your professional 
search with the personal contact necessary for success from start to 
finish 24 hours a day, 365 days a year. Opportunity is only a phone call 
away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224.3306 @ compuserve.com 













Resume Resume Broadcast Internationa! 
P.O. Box 6930, San Diego, California 92166, USA. 
Groudcast Tel: 619 224 9257, Fax: 619 224 9268 






Email: 102224.3306 @ compuserve.com 


inarin 


AUSTRALIAN NATIONAL UNIVERSITY 
SCHOOL OF ECONOMICS 
FACULTY OF ECONOMICS AND COMMERCE 


Lecturer/Senior Lecturer/Reader 
(Levels B/C/D) 


We wish to appoint at least two outstanding economists to 
positions at Lecturer, Senior Lecturer or Reader level, with 
applications from women particularly welcome. The School has 
strong and broad ranging research interests, and plays a central 
role in graduate teaching and supervision in addition to its 
undergraduate teaching responsibilities. 





Expertise in any field of Economics and the capacity to contribute 
to the School's core undergraduate teaching as well as teaching 
in specialist fields are required, as is a doctorate in Economics 

or equivalent research experience. For levels C and D, an 
established research and publication record and a strong research 
agenda are expected. 


Enquiries and further details: Head of School, 
Ben.Smith@anu.edu.au 


Closing date: 5 October 2001. Reference number: FEC 509. 
Starcom 1950 


site T RODRK 


e Technology, training and a n extensive 
support network in Nes to crebaen Gul ws 
leader in your business community 
+ ISO 9002 certification, ensuring consistent 
network-wide quality standards in more than 
20 countries 


We are Currently seeking licencees in Belgium, 
France, Germany, India, Korea, Malaysia, 
Singapore, Spain, and Taiwan. Our client base 
of over 600 multinational corporations has 
requested that we establish a presence in 
these markets. 


To learn more about 
becoming an AlphaGraphics 
Master Franchisee, com- 
plete our online inquiry 
form under Franchise 
Opportunities at: 
www.alphagraphics.com/international 
AlphaGraphics, inc. 3760 North Commerce Drive Tucson, AZ 85705 USA 
Phone 1.520.293.9200 Fax 1.520.887.2850 
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Fulfilling Britain’s commitment to 
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Manager - Foreign Reserves 


Interested in leading a team managing and trading New Zealand's foreign reserves? Interested in applying your 
practical understanding of markets in a policy context? Interested in working in an innovative and flexible 
central bank? 

We'd be interested in hearing from you by 14 September 2001. 


For full details, see the advertisement on our website: www.rbnz.govt.nz 


Department tor 
International 
Development 


Today, the state owned enterprise (SOE) sector in Vietnam is 
made up of some 5,800 enterprises — before rationalisation in 
1992 the figure stood at 12,000. 


The sector has been through subsequent reforms, including 
equitisation — however in 1997, 60% of SOEs were losing money. 
This had significant implications, including a failure to repay 
loans, which has threatened the stability of the banking system. 
In turn, the Government has embarked on another round 

of comprehensive reforms — as part of a wider structural 

reform programme. 





This job would be based in the World Bank's office in Hanoi — 
over the three years during which the reform programme targets 
are due to be achieved. You would report to the World Bank's 
Country Sector Co-ordinator for Private Sector Development — 
and on a day-to-day basis, you would work with the World Bank’s 
Chief Economist in Vietnam. 


Much of your time will be spent on technical assistance grants - 
as well as helping the World Bank's SOE reform team with 
monitoring and trouble-shooting the implementation of the 
reform programme. In turn, you will maintain a strong 
relationship with government agencies, provide advice to 
government, help gather information and assess the SOE 

sector performance. 





REFORM SPECIALIST — 
STATE OWNED ENTERPRISE 


VIETNAM 
QUALIFICATIONS AND EXPERIENCE 


You must bring at least eight years’ experience, with a track 
record of design, preparation and implementation for SOE 
privatisation. A hands-on background of managing projects ina 
developing country is vital, including field-based experience of 
providing policy advice to governments. A strong leader, 
especially of cross-cultural teams, you must bring credibility, a 
balanced approach, strong analytical, interpersonal and 
facilitation skills and an innovative approach. A Master's degree in 
Business Administration, Economics or equivalent is vital. 


TERMS OF APPOINTMENT 


The post will be a three year fixed-term Home Civil Service 
appointment and is subject to a probationary period. The salary 
will be in the range £37,434 - £58,514 per annum, dependent on 
qualifications and experience (UK taxable). Additional allowances 
may also be payable. 


Candidates should either be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens or those 
granted refugee status as defined by the 1951 UN Convention 

on Refugees. 


Closing date: 24th September 2001. 


Application forms can be obtained, quoting reference AH375/5/AM/TE clearly on your envelope, from Department for 
international Development, Abercrombie House, Room AH375/5, Eaglesham Road, East Kilbride G75 8EA or telephone 
01355 843597 (answerphone) or e-mail: group5a1 @dfid.gov.uk http://www.dfid.gov.uk 


The Department for 
International Development 
(DFID) is the UK’s government 
department responsible 

for promoting development 
and the reduction of poverty. 
DFID is committed to the 
internationally agreed target of 
halving the proportion of 


people living in extreme 
poverty by 2015. 


DFID works in partnership 
with governments, 
international and national 
non-governmental 
organisations, thte private 
sector and institutions such as 
the World Bank, UN agencies 
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and the European 
Commission. Most of the 
assistance is concentrated on 
the poorest countries in Asia 
and sub-Saharan Africa, but we 
also work elsewhere, including 
Latin America and in Central 
and Eastern Europe. 


of equal opportunities and 
encourages applications from 
all parts of the community. 

We would particularly 
welcome applications from, 
women, people from an ethnic 
minority background and 
disabled people. Selection is 


DFID is committed to a policy on merit. 
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To star in the definitive multiplayer online wargame go to 
www.bullrun.historicalengineering.com - £38 ($53) for start up and first 21 days 


slay. or £4.95 (56.95) if vou buy before 15th September 
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JOHANNESBURG, SOUTH AFRICA 


The international Institute for Energy Conservation is seeking specialists in the fields of 
energy efficiency/renewable energy in relation to finance, climate change mitigation 
intervention, demand side management, and municipal land and water infrastructure to 
work at our Johannesburg regional office 


DIRECTOR 


Duties include project management in focus areas, such as rationalizing energy use, market 
transformation and innovative technology, institutional development and capacity building, 
financial/business modeling, public speaking, capacity building tasks, policy analysis, 
demonstration planning and implementation. Will also mentor junior staff, manage quality 
control, the budgets and administrative duties for their projects and the Africa office 


Must have advanced degree in science, engineering, economics, policy or related field and 
eight plus years of experience; a breadth of knowledge in the energy sector; relevant 
experience in project/program planning, management and execution, and demonstrated 
experience in business development. Knowledge of aid organizations and multilaterals a 
strong plus. Must have demonstrable ability to work as part-of a flexible team, and at least 
three years experiente in developing countries 


Qualified candidates please send/fax cover letter w/salary history and CV to IEC World 
Headquarters, Attn: NP/MC, 2131 K Street, Suite 700, NW, Washington, DC 20037, e-mail 
jobbox@asce.org Regional nationals are encouraged to apply. Please visit our website 
www.cerf.org EOE M/F/D/V 
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A CHALLENGING INTERNATIONAL CAREER AT THE UNITED NATIONS 


The United Nations Secretariat is seeking highly qualified individuals for employment as 
junior professional officers (P-2 level). For this purpose, a competitive 
examination will be held between 4 and 8 February 2002 for the following nationals: 


a Hits OCCUPATIONAL FIELDS 
Architecture 








Angola Qatar 
Australia Japan Republic of Korea Economics 
Bahrain Kiribati Samoa Finance 
Botswana Maldives Sao Tome & Principe | information Technology 
Brazil esarion Islands Tajiki amea ee > 

i oldova ajikistan ublic Information 
Brunei Darussalam Monaco Statistics 


France Mozambique 
Germany 


Greece 
Guinea-Bissau 


Portugal Vanuatu | 


| Economics 
nance 
China | pabi mior Technology 











Public Information 
Statistics 





In order to qualify for the examination, one must meet ALL of the following requirements: 
Be a national of one of the countries listed above. 

. Be no more than 32 years old as of 31 December 2002 (should be born on 1 January 
1970 or after). 

. Have at least a first-level university degree relevant to the occupational fieid mentioned 
above that one would like to take the examination in. 

. Be fluent in either English or French, the two working languages of the Secretariat. Knowledge 
of additional official languages of the U.N. (Arabic, Chinese, Russian, Spanish) is an advantage. 
Due to the current needs of the United Nations, applications for Library must either be (1) fluent 
in Arabic and, additionally, in either English or French or (2) fluent in French. 

All those who believe in the purposes and ideals of the United Nations and who wish to 
participate in the competitive examination are encouraged to apply. 

To receive tull consideration, applications must be received by 21 September 2001 by the 
Examinations and Tests Section at the United Nations in New York (acceptable by e-mail, fax or mail). 
Detailed information and application forms may be obtained from the Internet 
(www.un.org/Depts/OHRM/examin/exam.htm) or from below: 

2002 NCRE, Room $-2575E, Examinations and Tests Section 
Office of Human Resources t, United Nations, New York, NY 10017, U.S.A. 
Fax: (+1) (212) 963-3683, E-mail: OHRM_NCE2002@un.org 


Application forms may also be obtained from some UN regional offices. 





Max-Planck-Institute re 
for Research into Economic Systems 


The Max-Planck-Institute for Research into Economic Systems (Unit for Research 
into Strategic Interaction) offers a 


Post-Doc Research Position 


Applicants are expected to hold a doctoral degree in economics, mathematics, or 
related field (for no more than 5 years) and should be interested in experimental 
economics and game theory. The contract period is negotiable (1 to 3 years). 
Remuneration follows the German federal salary schedule (BAT). 

Preference will be given to disabled persons with equal qualifications, 


Applications (including curriculum vitae, list of publications, references) should 
be sent to the Max-Planck-Institute for Research into Economic Systems, Unit 
for Research into Strategic Interaction (Werner Gith), Kahlaische Straße 10, 
D-07745 Jena, Germany. 


Geneva Centre for the Democratic Control of Armed 
Forces (DCAF) 


DCAF is an international foundation , based in the heart of Geneva, 
dedicated to the strengthening of peace and stability by assisting 
transition countries to conduct a reform of their security sector on the 
basis of democratic and civilian control. The Centre is looking for a : 


Chief of Staff 


Main responsibilities: 

+. Member of the Directing Board 

¢ Principal Administrator of the Centre 

e Chief Operational Coordinator of all activities of the Centre 


Your profile: 
Substantial executive experience in an international 
environment (international organization, armed forces or 
government) 
Background in international security policy 
Knowledge of Central, South Eastern and Eastern Europe 
Fluent English, working knowledge of French, Russian or 
German appreciated. 


Please send your curriculum vitae (no agencies) to Lynn Turner, 
DCAF, P.O.Box 1360, 1211 Geneva, Switzerland. 


CENTRE FOR HEALTH ECONOMICS 
Research Fellow, 


International Programme 
Salary range grade I/II: £17,451 - £32,215 p.a. 


You are invited to apply for a Research Fellowship in the Centre 
for Health Economics working in the International Programme. 
The Programme undertakes research, training and consultancy in low 
and middle-income countries. You will develop existing and new areas of 
research (both overseas and in the UK) and contribute to the strategic 
development and teaching of courses. You will have a higher degree in 
economics, health economics or a related discipline. Appointment at 
grade II level would be dependent on previous experience. 


For further particulars and details of how to apply please write to the 
Personnel Office, University of York, Heslington, York YO10 SDD, email: 
jobs@york.ac.uk quoting reference number 13/6083 or see: 
http://www. york.ac.uk/admin/persnl/jobs/6083.htm Closing date for 
applications: 25 September 2001. 


THE UNIVERSITY of York 
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JOB HUNTING INTERNATIONALLY? 
$100-1M+ in 39 Countries-Targeted Resume Mailings 
www.executivejobfinder.com 
Europe*Asia*Middle East*U.S.*Affordable/Easy/On Target 


Serving the world’s top executives. 
T: +1.415.383.6200 F: +1.415.388.5164 EXECUTIVE 





JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: Email: 
+1 202 4781698  cpamerica@ecareerpath.co.uk 
+44 20 75048280 cpeurope@careerpath.co.uk 
+66 2 2674688 cpasia(@bkk.loxinfo.co.th 








USA/Canada 
Europe 
Asia / M. East / Aus 








** WORK IN USA ** 


United States Department of Agriculture 


is seeking 195,000 Employment VISAS Available! 
[T PROFESSIONALS. ENOINEGAS, AACHITEGIS. 
Research Policy Support Analyst ACCOUNTANTS. PHYSICIANS. TEACHERS EIC.. 


TOP Positions, Salaries & Benefits 
Visit us Online for Job Opportunities! 


for position in Nairobi, Kenya with Affiliates (Recruiters) Needed!! 


USAID's Regional Economic 
Development Office 
Analyst will be full-time member of 
Food Security Team. Advanced 
training in Econ, Ag Econ or other 
relevant discipline with emphasis on 
Africa/overeas experience and 
knowledge of African trade issues 
Salary negotiable but NTE $74,553 
plus other benefits 
candidate must be a U.S. citizen 
and able to get security and medical 


Services www.GreenCardSpecialists.com 





USAID/OFDA needs a 


Sr. Regional Advisor (SRA) 
to head Nairobi office. The SRA will oversee 
a vaned portfolio of humanitanan disaster 
response, preparedness, and mitigation in 
East, Central, and South Africa. Needs 
experience in conducting programmatic and 
strategic analysis, management of disaster 
programs, coordination of an office 
environment including staff, and superb 
diplomatic skills. U.S. citizens only. Salary: 
$79.7 10-$ 103,623. 
For further info visit www.globalcorps.com, 

call 202-661-9366, 
or e-mail: ofda@ globalcorps.com 


Successful 


clearances 


Contact Junko Williams 
williamsk@fas.usda.gov, 
202-690-1954 (fax) 
Announcement closes Oct 7, 2001. 





Senior Economist 
non-Japan Asia - Singapore based 


A multi-national economic and financial market consultancy, whose 
client base boasts many of the world’s leading banks and financial 
institutions, seeks a senior economist. Based in Singapore, the role 
will initially entail specialised coverage of several Asian economies 
and financial markets and for the right candidate can quickly extend 
to a broader brief covering the whole of non-Japan Asia and with 
responsibility for a small team of economic and market analysts. 


The ideal candidate would be expected to hold an excellent post- 
graduate qualification in economics. In addition, a minimum of two 
years experience in macroeconomic research involving Asian 
regional economies and with an emphasis on financial markets, 
primarily foreign exchange and fixed income is required. A 
demonstrated ability to write concisely and clearly in English to very 
tight deadlines is also essential. 


In return, the position offers a platform for the development of a high 
profile in the Asian and global financial marketplace and media, 
and the opportunity to share in the financial success of the 
company. 


Interested candidates should submit their details, stating current 
remuneration, to Box 4118 at The Economist, 25 St James's Street, 
London, SW1A 1HG, stating companies they do not wish 
their details to be forwarded to, or email to: 
candidatesearch@btopenworld.com 





The Economist September ist 2001 


Tenders 


4 
y A 


Sindh Coal Authority 


Sindh Coal Authority 


(Government of Sindh) 
Karachi-Pakistan 


Bankable Feasibility Study of Thar Coal Mining 
Notice for Pre-qualification of Mining consultants 


1- Applications are invited for pre- 
qualification of coal mining consulting 
companies for a bankable feasibility study of 
Thar lignite/coal for development of coal mines 
for annual extraction capacity of 5 million 
tonnes of coal in district Tharparkar in province 
of Sindh — Pakistan. The study will determine 
minemouth extraction cost and selling price of 
coal based on the appropriate technology 
recommended and selected by the consultants 
after evaluation of various technologies. 


2- The coal mining consulting companies 
having relevant experience are required to 
furnish the information viz. Company profile, 
coal/lignite mining projects completed, 
operated as contractor or owner, indicating 
whether the projects were or are for hard coal 
or lignite, opencast or underground mining, 
projects under execution and negotiation, 
financial standing etc., to the Sindh Coal 
Authority for processing for pre-qualification. 
The details and the proforma in which 
information is required be obtained from the 
Sindh Coal Authority — address given below in 
Para 03. 


3- The applications in sealed cover 
containing the above information along with 
US$300 or equivalent in Pak Rupees at the 
rate prevailing on the date of preparing the 
Demand Draft/Pay order, as the case may be, 
should reach: 


Director General, Sindh Coal Authority 
F-158/A-1, KDA Scheme No. 5, Block 5 
Clifton, Karachi, Pakistan 
(Fax: 92-21 587 4708, Tel: 92-21 583 3549) 


on or before September 15, 2001 during office 
hours, which close at 1600 hrs. The words 
“Application for Pre-qualification” should be 
written on the envelope. 





EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 


departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


w. The Qualiflyer Group 


CROSSAIR 


For further information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 





Courses 
BERLIN SUMMER SCHOOL ON 
PRIVATE PARTICIPATION IN INFRASTRUCTURE (PPI) 
Berlin University of Technology, October 14-21, 2001 


TE www. wip. tu-berlin.de/berlin-summer-school 


The objective of the Berlin Summer School is to diffuse experience on pEr 
infrastructure management, regulation, and finance. It addresses high-ranking decision 
makers in govemment, regulatory agencies and industry, and staff from development 
cooperation agencies. The faculty includes financial and development institutions (World 
Bank Institute, DG-Bank, German Technical Cooperation (GTZ), KIW), leading universities 
and industry representatives (e.g. Vivendi Water, Hochtief, Bilfinger+Berger). The sector 
focus is transport and water. Details: tel; +49-30-314-79784, e-mail: berlin-summer- 
schoo! @ wip.tu-berlin.de 
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ECONOMIST 
Market Intelligence Unit 
Lord Chancellor’s Department 


. 

Key activities of this new unit include economic analysis of 
domestic and international policy in the legal sector, economic 
advice to LCD Ministers and senior managers on market-related 
issues and maintaining a regular dialogue with the sector. 
Eligibility: 
* Degree in Economics, or with a large element of economics, 
* relevant work experience in project management, consultancy or 

legal service, 
* free to take up employment in the UK. 
Essential Skills of the ideal candidate: 


* communication skills which will enable you to achieve credibility 
with Ministers, senior managers and outside contacts. 


skill at analysing complex situations so that you will be able to 
identify implications for LCD's strategic objectives and make 
reasoned proposals for action. 

ability to develop and drive forward policy initiatives drawing on 
your professional expertise and that of others. 


ability to acquire rapidly an understanding of the impact of LCD 
on society, the justice system and the economy and the ability to 
take a longer term strategic view of policy development. 


flair for forging partnerships with external contacts and the ability 
to promote an understanding of LCD’s role and ensure that 
LCD is responsive to external views. 


leadership qualities which will enable you to provide clear 
direction, support and motivation to a small team. 


The salary range is £33,794 - £51,034. 


For an information pack and application form please call our 
vacancy line - 020 7210 1377 no later than 10 September 2001. 
The closing date for applications is 25 September 2001. 


LCD is committed to equality of opportunity 
in employment. 





LUXURY IN OXFORD 


New, luxurious, two-bedroom, self-contained 
serviced apartments in the centre of Oxford near 
riilway station and university colleges 
Maid service, fully equipped kitchen, computer 
with free internet access, central beating, telephone, 
cable T.V., secure entry system. Suit 2-4 persons 
For prospectus: 
Telephone Ambassador's Oxford on 
+44 (0) 1865-849530 o) 
Telephone Mobile: +44 (0)7876-204378 
Facsimile: +44 (0) 1865-849533; 
E-mail: karimzahra@ aol.com 





CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satellite T.V., 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons 
Brochure by Air-Mait 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 020 7584 4123 Fax: 020 7584 9058. 
into @ ksfiats.demon.co.uk 
www.ksfiats.demon.co.uk 





#@*LONDON'® 


Fy Quality serviced apartments offering best value a 

for money. Our apartments offer great savings 
compared to hotels. Fully serviced, private 

Ll bathroom, kitchen, TV, telephone, central a 
heating. elevator 

R Centrally located in Kensington area m 


@ Tourist Board Approved E 
Ashburn Garden Apartments 

Ei] 3 Ashburn Gardens a 

E South Kensington, London SW7 4DG, UK 


www.ashburngardens.co.uk 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION CONTACT: 
David Wain, 

London 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
davidwain @ economist.com 


Ruth Fox, 
London 


E = info@ashburngardens.co.uk EW 


++44 207 370 2663 


Tel: 
LS Fax: ++44 207 370 6743 
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2nd Citizenship 
2nd Passport 


Belize Passport Consultants Ltd. 
Tel: + 501 149830 Fax: + 501 8 23785 


Email: mor er omnes 


CANADA.. 


ust one click away 


Free anline commulranion, 24 hours per day, 7 days per work 


Abrams & Krochak 
Canadian Immigration Lawyers 


CANADIAN PERMANENT RESIDENT VISAS 


Invest US$78,000 for 5 years in Government- 
approved program and become cligible to 
receive a Canadian Permanent Resident Visa, 
Contact experienced Immigration Lawyer, 
Leonard Simeoe, Ref El, 1255 Laird Blvd., 
Suite 368. Montreal, Quebec, Canada H3P 2T1 
Tel : (514) 739-1108, Fax: (514) 739 0795 
Email: Lsimeoe@simcoevisa.com 
web: www.simcoevisa.com 





2” CITIZENSHIP 
Fdop Henley & Partners 


OFFICIAL PROGRAMS LEADING TO 
FULL CITIZENSHIP AND PASSPORT 
Tet +1 — 242 — 356 51 88 
Fax +1 — 242 — 356 51 89 
WWW.HENLEYGLOBAL.COM / EC 


BY GOVERNMENT APPOINTMENT 


Tel: (44-20) 7830 7000 
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Own Your Own 
Private Bank 


FOR PROFIT, PRIVACY 
AND TAX PROTECTION 


T 1-604-444-1234 
Email: taxhavens@aol.com 


www. ownyourownbank.com 


DELAWARE (USA) 
CORPORATIONS 


quality service for a 
reasonable rate. 
3511 Siverside Rd, #1054 + DE USA 19810 
302-477-9800 © 800-321-CORP © FAX 302-477-981) 
E-mailt cop @dekeg.com © teternet: http: //delreg.com 





Businesses 
For Sale 


INVESTMENT OPPORTUNITY 
TOURISM in ZAMBIA 


3 Exclusive 16-bed lodges, situated 
in the game management area, and 
National Park on the banks of the 
Zambezi River. 

Properties, equipment, 
vehicles, boats and all assets USD 
1,5 million 


Tel: Annick +27 31 563 9774 
Fax: + 27 31 563 1957 
email: karibusa@iafrica.com 
www, kiambi.co.za 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 








EST. 1989 | LONDON: For immediate, friendly advice, please contact: 


LICENSED CO. gp te ae phe much more À) i 0-1 io ly y >l. vnelsea, Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery B.Sc (Hons) 
& TRUST MANAGEMENT , ESES ne, E-Mail: helen@sctgroup.com E-mail: janson@sctgroup.com 
a a, WW. er aig com/ec/ T+ 44 (0) 20 7352 2274 Seen tote Hkh. 
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OFFSHORE 


TAX- FREE orrsioecconrmasescances M YM [ ‘S$ com 
Companies world-wide presa k & {9 


TING A ETS « SAFEGUARDING WEA 
www .offshore4business.com 


Email: offshore@4business.com 
Tel: +44 (20) 7514 9902 
Fax: +44 (20) 7514 9912 


The offshore professionals since 1977 





UNITED KINGDOM LONDON 


LAVECO Ltd. 


-UAU 
F 444.71 556-0910 


nes AND TRUSTS EXPERTLY FORMED AND r , 
£ COMPANIES A ADMINIST ERED 
HUNGARY ‘a 

+3 1-217-96-8) F AA — LONDON,UK IRELAND USA & CANADA 
“14 Peyman Zia, Director Eilish Murphy Jerry Bakerjian BBA, Director 


: accou ants + INTERNATIONAL COMPANY INTERNATIONAL COMPANY INTERNATIONAL COMPANY 


SERVICES (UK) LTD, SERVICES (IRELAND) LTD. SERVICES (USA} INC 


canainaniininiiientemenneaioniaen Tel: +44 20 7493 4244 Tel: +353 1 661 8490 Tel: +1 954 943 1498 
Fax: +44 20 7491 0605 Fax: +353 1 661 8493 Fax: +1 954 943 1499 
Email: uk@ICSL.com Email: irl@ICSL.com Email: usa@ICSL.com 


K FW AUTH DRS www.ICSL.corn is a registered business name of International Company Services Limited 











PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED ite 


WRITE OR SEND YOUR MANUSCRIPT TO 
in facilitating international and offshore 
MINERVA PR ESS business with 30 offices and over 350 staff 
315-317 REGENT ST around the worid 


have over 25 years of experience 








LONDON W1B 2HS. UK 
www. minerva-press.co.uk 


SANLO — Offshore Companies 
SERVICES OFFSHORE COMPANIES with bank introductions 


> ARE YOU 
Refinance, Acquistion, Construction ; a ERR BAG Re 
Minimum USS10M na Stella Ho | nim isani Seeking tax management solutions? 


World-wide | 
Working or living overseas? 
Competitive Rates . NACS LTD g g 


Trading or investing internationally? 


i Seeking to protect your assets? 
Secured Investments 
Preferred Minimum USS10M 2) 2724 12; 

however accounts can be opened Fax: (832) 2722 4373 A tax professional seeking solutions? 
with as little as U55200,000 
Currently paying 2-3% pom 





Setting up a business overseas? 


Then you should contact us. 


Guarantees 
\vailable to guarantee cash ee. Se oa Ricne Finland 


deposits, lenders, contracts etc, a ns 444 (20) 7317 061 Fax: +358 (9) 6969 2565 KY 2A. 
Minimum USS10 million ua : Ema k@ocra Ema \@ocra.t , 


& cost-effective prices Luxembourg - Gia ji Ba Hungary - Laszlo 4 WORLD WIDE 
a eC VIe Cao oo lel: +36 (1) 383 0333 www.ocra.com 
Euroasian Investments Ltd. Batve4410).20 76369618 Fax: +44 (0) 20 76369617 pija tz f ee 





Singapore - / e Natha Isle of Man 


Hong Kone, Nassau. Sydnes ; : Tel- +3! 673 211 Tel +65 53° wrwiT 
3 Saws « Ot "24 Ear: of et T Fay 7) al, 


Paet+) (302) 4784467 
e-mail: econ-del®com-exp.com 


Company CE) Express 


[Initial inquiry 
Fax +44 20 7900 2808 
nvestdnents @euroasian.com 
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aa Economic and financial indicators 





Overview 


Output, demand and jobs 


* . Š 9 
America narrowly avoided an output fallin ena ean lee 


















































the second quarter. According to revised fig- GDP peer vata oer way ki 
ures, GDP grew at an annual rate of 0.2% in 1gtr lyear 2001 2002 1 year 1 year latest.  yearago 
the second quarter, the slowestin morethan Australia +43 +21 0: +26 +40 -14 m° +07 Q £69 Ju 61 
eight years. This was lower than the prelimi- Austria tit $22 0% Fis +23 + 8.0 Jun -1.5 Apr 3.8 Jul 3.6 
nary estimate of 0.7%, but still better than Belgium -24 +17 Q +21 +24 -05 Jm - 3.4 May 11.1 Jule 11.2 
the markets had expected. Britain +14 421 Q2 +22 +27 -~22 Jun FOO Jul 5.0 Junt 5.5 
Canada +25 +26 l +22 +31 -0.7 May + 3.6 May 7.0 Jul 6.8 
Things do not look good in the third quarter, Denmark -46 +10 Qi + 1.4 + 2.1 + 4.4 Jun + 3.0 Jun 5.2 Jun 5.4 
however. The Conference Board’s index of France + 2.0 +27 QF +22 +24 — + 2.3 Jun +2.3 Jun B88 Jun 9.5 
fidence fell unexpectedly, led Germany mils +06 G2 +12 +20 + 0.9 Jun +. 0.5 Jun 9.3 Wl 9.5 
SORAMINES SON AMO EA P y, Italy 4 -0.5 +20 Q H20 +23 — ~ 3.1 Jun - 1.2 May — 9.5 Apr 10,7 
by the most pessimistic assessment of the Japan +05 +02 01 -05 +07 -8.5 Jul 2.4 Jun 5.0 Jul 4.7 
situation for over four years. Much of the Netherlands +16 +1.5 G2 +20 +28 +0.7 Jn +15 Mar 2.0 miS 2.6 
gloom reflected deteriorating labour-market Spain vad +33 SPT +29 - 2.6 Jun na 12.8 Jul 14.0 
conditions. Only 33% of respondents felt Sweden è +13 +16 02 +22 +27 -1.0 May +2.1 ðn 42 Jul* 5.2 
thatjobs were plentiful, down from over 50% Switzerland +74 +25 Q2 +17 +20 +51 Qi" +8.4 Jun 1.7 Jult 1.8 
a year ago. Durable-goods orders fell by United States +02 +12 Q2 +16 +27 =32 æ +25 Apr 4.5 Jul 4.0 
0.6% in July, leaving them 11.2% lowerthan Euro area t20 +25 Q +19 + 2.3 +14 Jun  +0.5 May _—8.3 Jun 89 








a year ago. There are no signs of recovery yet *Not seasonally adjusted. tNew series. tMar-May: claimant count rate 3.2% in Jun. 8May-Jul. 
in computers and electronics orders, which 








fell by 4.4% in July. 

Prices and wages 
In the euro area, there was moreevidenceof “ange at annual rate ‘a tebdeudensca 
improving confidence. The July Belgian BNB Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
index showed a balance of 10.8% of respon- Bg! 1year yearago 2001 2002  iyear yearago  lyear yearago 
dents who felt that business conditionswere Australia +60 02 + 3.2 + 3.9 +24 +56 Q2 +74 +37 Q2 + 3.9 
bad compared with those who thought busi- Austria +27 Jl +28 +25 + 1.8 +19 Jul +46 +28 Jul + 2.0 












































ness was good, a slight improvement over Belgium +27 dl +28 + 2.6 + 2.0 +4.0 Jun +87 +26 Q2 + 22 
June’s 11.0% reading. Dutch business confi- onan = SS. T u : = + T d as ar a was $ AS an Lti 
è . Pre na EGO JK. +3 + £. + 2. +09 Jul +4. +i./ Jun + 1. 
Gancelmprovesaswer,Wenrstriseinten = fle +24 4 eii +24 +21 +27 M +33 +39 m + 86 
months. Taken together with lastweek'ssur- France +2.1 M + 1.7 eis. 415 +2.3 Jun +60 +43 Q1 + 5.2 
prise improvement in Germany's IFO index, cema Ci DE Ma ais +27 eh? b22 Wi +55 sih don + 24 
these surveys offer hope that Europe maybe itay | +28 Aug +26 +28 +20 +23 Jun +69 +27 Im" + 1.8 
bottoming out. Japan -92 ay: n 0.7 aSa - 0.4 +08 Jul -0.4 +09 Jun +28 
Netherlands +46 Jul +28 + 4.6 + 2.7 +4.3 Jun +8.8 +44 Jul + 3.2 
According to preliminary estimates, Ger- Spain +39 Jd +36 + 3.7 + 2.8 +24 Jun +58 +22 Q% + 2.4 
man/scmmsme-mrieittatioonesun- SEES MUR eS Sb ek as et oe 
. +i u + I. P k + i, +U. u + a TS +>. be + e 
changed at 2.6% in the year to August; Sia ieee yee ee +27 eS ee CES ee 
inflation fell slightly in Italy to 2.8%. But Eroma. +28 al +23 +28 +19 +33 mn 456 086 G14 206 
broad-money growth jumped unexpectedly PAFIN TE ET — ih CTA ai. pri 
in the euro area to 6.4% in the year to July, 
from 6.1% in June. Despite this, the Euro- i 
pean Central Bank cutits key interest rate by growth 
a quarter-point, to 4.25%. Between 1991 and 2001, estimates the oeco, employment in the roaring Irish economy 
will have increased by more than half. It is no surprise that Ireland, for decades an ex- 
Japan's unemployment rate reached a re- porter of people, has turned into a land of net immigration. The Dutch, Australians, Ca- 
cord high of 5.0% in July, automatically ac- nadians and Spanish have also all created proportionately more jobs than even the 


tivating emergency federal hiring subsidies. booming American economy over the past ten years. Sweden has lost jobs; in Italy, Ger- 
Meanwhile, plummeting exports brought the many and Japan employment growth has been broadly stagnant. 

seasonally adjusted trade surplus to ¥335 1991-2001 forecast, % 

billion in July, down from ¥649 billion in the Ra 
previous month, and the lowest level since 
1983. And Japanese industrial production 
fell by 8.5% in the year to July. The Nikkei 
tumbled to a 17-year low as investors 
dumped bank stocks on worries over bad 
loans. 





The Bank of Canada cut its bank rate bya 
quarter-point to 4.25%, citing weakening 
domestic demand. 
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Source: OECD 


Data on more countries are available to 
subscribers on www.economist.com 
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The Economist commodity price index 



























































Money and interest rates 
1995=100 
Money supply* Interest rates % p.a. (Aug 29th 2001) _  menange on 
% change on year ago 3-mth money market 2-year 10-year gov'tbonds corporate Aug 2ist Aug 28th Pane te 
narrow broad latest yearago gov'tbonds atest  yearago bonds Dollar index ye 
Australia +15.8 + 7.0 Jun 4.82 6.57 r SAS OD ee eee e sen. ote teen 
Britain +71 +7.6 Jul 4.91 6.19 4.93 Sa m 6.04 —_ a... ae oe 6-20 
Canada +69 +48 Jul 3.82 5.68 4.23 5.36 5.77 7020 = aa 
Denmark + 3.4 -5.5 Jun 4.67 5.83 4.45 5.02 5.60 7.07 66.8 67.8 søs on 
Japan + 8.7 +3.3 Jul 0.03 0.32 0.04 1.35 1.87 1.47 Ap OS = 0.7 = 0.0 
Sweden + 6.5 + 2.2 Jul 4.27 3.89 4.47 5.07 5.26 5.27 : : - 
Switzerland +0.3  +3.0 Jul 3.21 3.48 3.42 3.28 3.76 4.05. Metals 66.8 nt rS ENE 
United States + 3.0 +11.5 Jul 3.38 6.48 3,63 4,85 5.95 680 Starting index 
Euroareat +33 +64 Jul 4.27 4,89 4.00 4.74 522 6.53  Aittems nA ss 
“Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. tGermany for bonds. Benchmarks: US 30-year 5.40%, Japan Euro index 
No.234 1.39%. Central bank rates: US fed funds 3.50%, ECB refinancing 4.50%, BOJ overnight call 0.01%, BOE repo 5.00%. All items 98.5 98.9 -50 - 67 
Sources: Commerzbank, Danske Bank, J.P, Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, ORI-WEFA, Yen index 
Westpac, Thomson Financial Datastream. Rates cannot be construed as banks’ offers. All items 87.1 87.8 -46 +77 
Gold 
Stockmarkets $ per oz 276.55 272.20 +23 -04 
Market indices West Texas Intermediate 


% change on $ per barrel 28.20 27.22 +18 -16.8 



































2001 one record Dec 31st 2000 * Provisional. t Non-food agriculturals. 
Aug 29th high low week high in local in$ 
SU iea currency terms Ei Ea 10 oi 
a (All Ordinaries) 3,288.4 3,425.2 3,094.3 +10 - 40 +42 -07 pate roe ps te a ya cha 
stria (ATX) 1,208.8 1,245.8 1,052.2 + 0.3 -30.4 +12.6 +92 rade-wel 
om (Bel20) 2,900.0 3,030.4 2,591.6 +18 -21.2 -41 -70 
Britain (FTSE 100) 5,417.6 6,334.5 5,275.7 + 0.2 -218 -12.9 -15.4 
Canada (Toronto Composite) 7,494.3 9,348.4 7,415.5 - 0.6 -34.2 -16.1 -18.4 — 
Denmark 240.3 294.3 234.7 -24 -20.4 - 92 i7 
France (SBF 250) 3,121.4 3,820.2 3,084.7 + 0.5 -28.9 -17.2 -19.7 
(CAC40) 4,834.9 5,998.5 4,773.2 + 0.5 -30.2 -18.4 -20.9 
germany (Xetra DAX) 5,305.0 6,795.1 5,207.8 + 1.6 -34.2 -17.5 -20.0 
Italy (BCI) = 1556.0 1,948.4 1,5409 + 0.0 -28.7 -18.8 -21.3 
Japan (Nikkei 225) 10,979.8 14,529.4 10,979.8 - 3.7 -71.8 -20.4 -23.9 
O LOS IALO GIOS 9 -33 -60.9 -122 -16.1 
Netherlands (AEX) 535.5 6423 518.3 + 1.7 -23.7 -16.0 -18.6 
Spain (Madrid SE) 819.0 963.9 798,6 p a8 -28.6 -70 -98 
Sweden (Affarsvarlden Gen) 221.7 293.1 214.8 +07 -446 -20.2 -27.3 
Switzerland (Swiss Market) 6,580.6 8,135.4 6,574.0  -- í A -21.8 -19.1 -21.4 
United States (DJIA) 10,090.9 11,337.9 9,389.5 - 18 -13.9 -65 -65 
P 500 1,148.6 1,373.7 1,103.3 - 14 -24.8 -13.0 -13.0 
(Nasdaq Comp) 1,843.2 2,859.2 1,638.8 - 0.9 -63.5 -25.4 -25.4 
Europe (FTSE Eurotop 300)* 1,283.5 1,545.5 1,262.6 +07 -24.7 -16.3 -18.9 


Euro area (FTSE Ebloc 100)* 1,136.4 1,404.1 1,117.0 +10 -26.7 -18.4 -20.9 
World (MSCI) 1,033.2 1,249.2 1,014.6 - 1.1 -28.7 na -15.4 


World bond market (Salomon)? 450.5 451.0 420.6 - 0.1 - 2.0 + 1.5 
yn euro terms. 'Morgan Stanley Capital International index includes individual markets listed above plus eight others, in a terms. 
tsalomon Smith Barney World Government Bond Index, total return, in dollar terms. 

































































Trade, exchange rates and budgets 
Trade balance*, $bn Current account Exchange rate Currency units Budget 
latest 12 $bn The Economist poll trade-weighted| per per per per balance 
months latest 12 mths % of GDP, forecast Aug 29th year ago $ £ euro ¥100 % of GDP 
x o N SS a RO 
Australia + 07 Jul - 99 Q2 -29 =t 72.8 76.2 1.89 1.75 274 oi 72 258s "OAC 
Austria - 5.4 May - 43 Jun - 2.3 - 2.2 100.4 99.5 15.1 15.4 22.0 13.8 12.7 -0.6 
Belgium + 10.6 Jun +112 Mar +43 ess Sr or -I T O a O 
Britain — 44.9 Jun - 19.2 M - 1.8 A * Se = Sy | ee ee ye 
Canada + 47.4 Jun + 22.2 Q1 + 3.1 + 2.4 77.6 80. 0.6 156 2468 2.24 141 a RE 
Denmark + 6.9 Jun + 4.5 Jun +14 + 1.4 102.7 100.1 8.18 8.35 11.9 7.44 6.84 f 2.9 
paw nil un 143 Jun iS O eaS O S 100.7 TO O Ta 10.5 6.56 6.03 -0.5 
Germany + 57.2 Jun = 21.8 Jun oM ~ 0.8 96.9 97.2 215 2.19 3.12 1.96 1.80 “1,7 
Waly + 38.3 My 49 May -03 -02 727A? 2167 3088 1936 1780-13 
Japan + 90-4 Jn + 96.3 Jun + 2.2 ESAS 140.0 157.6 120 107 174 109 o BE * 
Netherlands nanos + 18-9 Jn _ 13.7 @@ +39 ee Ss O © a l oa n e 
o E T xd ~ 15.9 Apr - 2.8 ~ 2.3 m4 6 1 6 25 66 38S: wi 
+ 11.8 Jul __+ 5.6 Jun + 2.1 + 2.3 74.3 82.3 __10.37 942 15.1 9.44 8.67 3. 6 
emia + 0.3 Jul + 28.3 M +11.0 +10.8 108.9 ot TEENE ”, eee 8 242 15 1.52 340) ap 
United States -453.5 Jun -449.3 Qi - 4.1 - 4.0 117.0 112.2 - - i 1.45 09 91 84 2.1 
Euro area - 1.2 May _ = 28.0 Jun - 0.2 - 0.1 79.4 Lf ae ot ae sd 1.59 - 0.92 -0.6 


*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 11990=100, Bank of England. *OECD estimate. 





Overview 


Argentina’s overnight lending rate fell to 
4.75-5.75% on reports that the IMF wanted 
to swap a larger amount of debt than had 
originally been expected. Last week, the IMF 
offered $3 billion to Argentina if it would un- 
dertake a voluntary debt exchange as part of 
an $8 billion emergency package. The over- 
night lending rate had peaked at 35% on Au- 
gust 21st. 


Brazil's overall public sector deficit, which 
includes debt-service payments, ballooned 
to 14.34 billion reais ($5.8 billion) in July 
compared with a surplus of 461m reais in 
June. Excluding debt payments, however, 
the public sector ran a surplus of 2.71 billion 
reais, which was larger than expected. Bra- 
zil’s stockmarket was tentatively optimistic, 
rising by 0.8%, but Argentina’s fell by 0.9%. 


Malaysia's GDP grew by 1.0% in the second 
quarter after contracting in the first. But 
since the data were not seasonally adjusted, 
economists were split over whether it had 
joined Singapore and Taiwan in recession. 


i External-debt-to-export* ratio 
Goldman Sachs forecasts that Latin 
American countries, led by Argentina, 
vieanilehvpalialtedeBosonny weg 
export ratios in 2001, refle 
cin abo a 
their vulnerability to foreign capital 
flows. Turkey, too, is at risk. By con- 
trast, the East Asian economies are ina 
much stronger external position. 

2001 forecast 
0 2 2°32 Hoe 6 
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Economy 
% Change on year earlier Latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 
Chisa +78 Q2 +81 M +15 dl +19.9 Jul +20.5 2000 182.0 May 
Hong Kong +25 M -0.1 -0.9 Ju -12.1 Wi +88 @ 114.6 Jul 
India +57 ®@ + 1.5 Jun + 3.4 Jun - 5.3 Jun - 2.3 M 40.9 Jul 
Indonesia +35 @ +45 A +13.0 Jul +248 Jn +63 M 27,9 Jun 
Malaysia ~ +05 @ =- 9.9 Jun + 1.4 Jul +15.3 Jn +74 1 25.6 Jun 
Philippines +33 02 +11.2 Jun +68 W ç +51 Jn +85 Ap 12.5 May 
Singapore -0.9 @ -13.2 Jul +13 Ju +46 Jul +226 a2 76.0 May 
South Korea +27 @2 -2.7 Jun +50 Jul +14.0 Jui +13.3 Jul 94.3 Jun 
Tawan _ `“ -24 Q -10.4 Jul + 0.1 Ju +12.6 Jul +14.1 Q- 109.1 Jun 
Thailand +18 a1 + 1.7 Jun + 2.2 Jul + 3.1 Jun +69 Jun 31.0 Jun 
Argentina -2.1 a1 + 0.2 Jul -1.0 Jul +23 Jun -90 Qi 21.1 Jun 
Brazil +08 a2 = 14 Jn +78 Je č -16 M -27.5 Jæ 37.3 Jun 
Chile +34 02 +03 Jul +3.2 Jul +15 W -16 @ 14.3 Jun_ 
Colombia + 1.6 Q2 -2.6 Jun +81 Jul +13 Jun -07 1 9.5. Jul 
Mexico — nila - 3.9 Jun +59 WwW jj-96 Iw -17.5 a 40.8 Jun 
Peru : - 2.3 Jun + 1.3 My +22 Jul -0.2 Jn -14 @2 8,3 May 
Venezuela +29 Q2 na +13.0 Jul +17.2 aif +113 a2 10.5 Jun 
Egypt + 6.5 2000}? +9.4 z000}? +2.2 May -99 m -02 m 13.0 Apr 
Israel i +14 @2 -6.3 May 404 we -7.3 W -11 M 23.9 Ju 
South Africa +25 Q +3 Jun +53 Jul +41 Jun +01 M 6.1 Jun 
Turkey -1.9 Qi -10.4 Jun +56.3 Jul -20.9 Jun - 3.7 Jun 16.6 Jun 
Czech Republic +3.8 Qı +37 Jun + 5.9 Jul -35 wi -27 a 129 Jul 
Hungary +44 ü - 0.4 Jun +94 Jul  - 2.4 Jun =- 1.7 Jun 11.9 Jul 
Poland $23. Oi Sia a VSR M -10.1 Jun -7.2 Jun 27.0 Jul 
Russia +49 M +29 Jul +22.2 Jul +59.5 Jun +45.9 a1 31.3 Jun 


*Excluding gold, except Singapore; IMF definition. Near ending June. tNew series 





























































































































Financial markets 
Currency units Interest rates  Stockmarkets % change on 
per $ per £ short-term Aug 29th Dec 31st 2000 
Aug 29th yearago Aug 29th % p.a. one in local in$ 
week curren terms 
China — 8.28 8.28 12.0 na 1,929.3 -3.0 -12.0 -12.0 
Hong Kong 7.80 7.80 11.3 3.32 11,242.4 +0.5 “25.5 -25.5 
India 47.1 45.8 68.4 6.88 3,300.6 +0.1 -16.9 -17.7 
Indonesia 9,150 8,360 13,285 17.66 437.8 -0.9 +5.2 +11.2 
Malaysia 3.80 3.80 5.52 < ee — -oH +1.4 +1.4 
Philippines 51.2 45.1 74.3 10.81 1,270.6 -18  >15.0 -12.0 
Singapore 1.75 1.72 2.54 2.23 1,634.8 +0.1 -15.2 -15.8 
South Korea 1,277 1,109 1,854 4.81 565.6 -1.6 +12.1 +11.0 
Taiwan 34.6 31.0 50.2 3.65 4,508.7 +05 -50 -9.0 
Thailand 44.2 41.0 64.2 3.00 338.0 +5.2 +25.6 +23.3 
Argentina 1.00 1.00 145 18.87 325.4 -0.9 -22.0 -22.1 
Brazil 2.55 183 3.70 19.03 13,062.3 +08 | -16.3 -35.9 
Chile — 656 565 952 3.90* 5,676.6 -0.2 +16.6  +2.0 
Colombia 2,298 2,208 3,336 12.46 990.4 +0.7 nma sit 
Mexico 9.15 9.21 13.3 7.61 6,324.9 -0.1 +11.9 +17.6 
Peru 3.48 3.47 5.1 5.45 1,340.8 -0.4 _ +11.0 +12.3 
Venezuela 737 689 1 ,070 12.91 6,981.0 +2.0 +2.8 -2.4 
Egypt 4.26 3.53 6.19 8.91 5,777.0 +3.5 -24.6 -31.2 
Israel 4.25 4.01 6.17 442 «417.0 -2.0 -15.7 -19.8 
South Africa 653 - 69 " W3 9.67 9,034.1 +2.6 +8.5 -1.4 
Turkey 1, 378, 000 652, 050 2,000,718 63.00 9,990.2 +3.8 +5.9 -48.5 
Czech Republic 37.7 39.6 54.7 5.54 370.6 +06 -22.5 -22.6 
Hungary m m o o o O 
Poland 4.24 4.38 6.15 15.24 “42, 616.2 +1.1 -29.3 -31.1 
Russia 29.4 27.8 ‘42.6 25.00 207.51 +3.8 +48.5 +44.8 
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A UN conference on racism 
in South Africa descended 
into chaos and recrimination. 
The United States and Israel 
walked out, demanding that 
language branding Israel as a 
racist and apartheid state be 
removed from documents. 
The Ev and Canada consid- 
ered following suit, but re- 
lented. Consensus: total 
failure. 


A suicide-bomber blew him- 
self up and injured 13 others 
in Jerusalem, overshadowing 
the latest bid for peace led by 
Javier Solana, the Ev’s foreign- 
policy chief, who was trying 
to broker a meeting between 
Yasser Arafat, the Palestinian 
leader, and Shimon Peres, Is- 
rael’s foreign minister. Mr So- 
lana left Jerusalem with no 
sign of success. 


Investigation postponed 

A Paris appeals court removed 
the magistrate who for seven 
years had been investigating 
claims that France’s president, 
Jacques Chirac, had been in- 
volved in financial miscon- 
duct over municipal housing. 
Although this could postpone 
further investigation into the 
case until after next year’s 
presidential election, Mr Chir- 
ac still faces other embarrass- 
ing allegations. 


Gerhard Schréder, Germany’s 
chancellor, stood by his de- 
fence minister RudolfScharp- 
ing, as calls mounted for the 
minister to resign over his al- 
leged misuse of military air- 
craft. 


On a visit to Belgrade Carla 
Del Ponte, the chief UN war- 
crimes prosecutor, called for 
the arrest of Ratko Mladic, a 


former Bosnian-Serb com- 
mander accused of genocide. 
Zoran Djindjic, Serbia’s prime 
minister, said that he did not 
know where Mr Mladic was. 


As NATO soldiers peacefully 
continued to collect arms 
handed in by ethnic-Albanian 
rebels in Macedonia, the 
country’s parliament debated 
reforms designed to end the 
conflict. The EU’s envoy to 
Macedonia, Francois Léotard, 
suggested that an EU military 
force independent of the Un- 
ited States should stay on after 
NATO’s 30-day mission ends. 


The European Parliament said 
that corruption, weak judicial 
systems and discrimination 
against minorities in the 12 
countries seeking to join the 
European Union could make 
it difficult to pass accession 
legislation by the end of 2002 
deadline. 





Violence towards Catholics 
taking their children to school 
through a Protestant area of 
Belfast, in Northern Ireland, 
intensified when a pipe bomb 
was thrown at a security corri- 
dor of riot police. 


Another senator to go 

Phil Gramm, a conservative 
Republican senator, an- 
nounced he would retire in 
January 2003. His decision, 
which surprised his col- 
leagues, puts another seat into 
the balance in the closely di- 
vided Senate. 


In order, apparently, to gain 
Chinese support for its mis- 
sile-defence scheme, the Bush 
administration indicated that 
it no longer objected to China 
increasing its nuclear arsenal. 
It also appeared relaxed about 
China one day resuming nu- 
clear tests. 
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Janet Reno, Bill Clinton’s attor- 
ney-general, said she would 
run for governor of Florida. If 
she wins the Democratic 
primary, she will probably 
face Jeb Bush, the current Re- 
publican governor. 


A report by Columbia Univer- 
sity said that 60% of American 
high-school students were at- 
tending schools where drugs 
were taken, kept or sold. Ad- 
diction and other drug-related 
problems would, it said, add 
$41 billion to the cost of ele- 
mentary and secondary edu- 
cation in America this year. 


Help for illegals 

Vicente Fox, Mexico’s presi- 
dent, made a state visit to 
Washington, in which he 
called for agreement to be 
reached quickly on the status 
of the 3m or so Mexicans liv- 
ing illegally in the United 
States. 


Colombia’s president, Andres 
Pastrana, defended his in- 
creasing unpopular peace pro- 
cess, saying that to end a safe 
haven for the FARC guerrillas 


would “aggravate the conflict”. 


Execution threat 
Afghanistan’s ruling Taliban 
said that eight aid workers— 
four Germans, two Americans 
and two Australians—faced 
possible execution if found 
guilty of trying to convert 
Muslims to Christianity. 
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In early results of a general 
election in Fiji, those elected 
included George Speight, the 
leader of last year’s rebellion, 
and Mahendra Chaudhry, the 
prime minister he ousted. 


Singapore agreed to pay Ma- 
laysia for its water at 15 times 
the present rate in order to 





guarantee the supply until 
2061. Better pricey than not at 
all, said Lee Kuan Yew, Singa- 
pore’s senior minister. 


South Korea’s parliament 
passed a vote of no confi- 
dence in Lim Ding Won, the 
minister in charge of negotia- 
tions with North Korea, trig- 
gering the resignation of the 
entire cabinet. A government 
spokesman said that the pol- 
icy of reconciliation with the 
North would still continue. 


The Indonesian government 
sought to appease rebels in 
Aceh province, where vio- 
lence is increasing, by promis- 
ing “honest and open” 
dialogue. However, the gov- 
ernment ruled out indepen- 
dence for Aceh. 


Indian security forces shot 
dead 16 rebels in gun battles in 
Kashmir. Violence has soared 
since a peace summit in July 
between India and Pakistan 
ended in deadlock. 


Business 


Hewlett-Packard announced 
plans to acquire its rival, Com- 
paq, in a $20 billion deal. The 
merger will produce an $87 
billion information-technol- 
ogy giant, rivalling IBM in ser- 
vices and Dell Computer in 
computer making. Despite at- 
tempts by the companies to 
pitch the merger as a strategic 
move, investors were unim- 
pressed. Shares of Hp fell by 
over 20%, wiping out the 
promised premium to Com- 
paq’s shareholders. Both com- 
panies have lost market share 
over the past year. 


A complicated peace to one of 
the most vicious corporate 
rows of recent years may be 
in the works. The squabble 
concerns a previous manoeu- 
vre by which PPR, a French re- 
tail group, undermined the 
stakes of French luxury goods 
group, LVMH, in Gucci. Under 
the proposed peace offer, PPR 
would acquire a majority 
stake in Gucci, and its minor- 
ity shareholders would get a 
special dividend. Gucci's 
shares rose on the news. 
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Fire and hire 





Marconi, the troubled tele- 
coms-equipment company, 
sacked its chief executive, Lord 
Simpson, and chairman, Sir 
Roger Hurn, on news that it 
would lose £227m ($330m) in 
the six months to the end of 
September. It had told inves- 
tors it expected to break even. 
Marconi’s sales fell by nearly 
half in the second quarter 
compared with the first. 


Schroders, a London-based 
asset-management firm, fired 
its chief executive, David Salis- 
. bury, as its profits tumbled by 
68%. It also laid off about 100 
employees. The 183-year-old 
firm's performance has sagged 
in an increasingly competitive 
market. Following the sale of 
its investment-banking divi- 
sion to Citigroup last year, 
many of its top managers 
have left and it has had trou- 
ble attracting new talent. 


Speculation ended over who 
will succeed Volkswagen’s 
chairman, Ferdinand Piech, 
when he retires in spring 
2002. The company is primed 
to appoint Bernd Pischets- 
rieder, who now sits on the 
board. Mr Pischetsrieder was 
ousted from BMW in 1999 for 
failing to return its British sub- 
sidiary, Rover, to profitability. 


On the line 

The mobile-phone industry 
could be in for a big shake-up. 
Ericsson, the telecoms-infra- 
structure behemoth, an- 
nounced that it will license 
much of its wireless technol- 
ogy, including that needed for 
third-generation mobile 
phones, to any manufacturer. 
The decision, which follows a 
similar move by Motorola in 
July, will drastically reduce 


barriers to entry. Europeans 
may see the first third-genera- 
tion mobile phones on the 
market in a year’s time. 


KPN, the Dutch telecoms oper- 


ator famous for living beyond 
its means, faces a possible fire- 
sale of its assets. The debt- 
laden company had tried to 
woo Belgacom, its cash-rich 
Belgian counterpart, in merger 
talks, but the negotiations 
broke down. It will run out of 
cash to service its debt by June 
of next year. 


Another heavily indebted tele- 


coms firm, France Telecom, 
admitted that its net debt had 
jumped to €64.9 billion ($57.8 
billion) and said poor stock- 
markets would slow its plans 
to cut borrowings. 


NTT DoCoMo of Japan said it 
had asked the government for 
permission to launch its third- 
generation mobile-phone ser- 
vice, FOMA, on a fully com- 
mercial basis from October 


ist. Investors in the much-pub- 


licised third-generation sys- 
tems breathed a sigh of relief. 


American regulators widened 
their probe into France's state- 
owned bank Crédit Lyonnais. 
Prosecutors may seek to 
charge the bank with conspir- 
acy and money laundering. 


Shampoo spies 


Procter & Gamble has blown 
the whistle on its own cor- 
porate espionage activities. 
The consumer-products giant 
has been in talks with its rival, 
Unilever, after discovering 
that its spies had taken im- 
proper steps to gather in- 
formation about Unilever’s 
hair-care business. 


Deutsche Bank bid $2.5 bil- 
lion-3 billion for Zurich Scud- 
der, a mutual-fund manager 
owned by Zurich Financial 
Services. Deutsche is now fa- 
vourite to buy Scudder; its ri- 
val Amvescap has yet to 
decide whether to bid. 


The Chinese government 
dropped csrs from two un- 
derwriting deals, accusing the 
investment bank of “political 
misconduct”. The dispute cen- 
tred on CSFB’s involvement in 
a European road show for the 


Taiwanese Ministry of Fi- 
nance, which Beijing regarded 
as a recognition of Taiwan's 
claim to sovereignty. 


America’s National Associa- 
tion of Purchasing Managers’ 
index of factory activity 
leaped to 47.9 in August, up 
from 43.6 in July and its best 
reading in nine months. The 
figures suggest that manufac- 
turing may be on the way to 
recovery. Yet any number be- 
low 50 suggests that manufac- 
turing is still contracting. 
American Treasury bonds fell 
on lowered expectations of fu- 
ture interest-rate cuts. 
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downhill race. The Dow Jones 
Industrial Average dipped be- 
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Maximising Patient Choice 
by E.M. Kolassa, Ph.D. 


irect-to-consumer (DTC) advertising of 


prescription medicines has expanded 

dramatically since 1997, when the US. 
Food and Drug Administration allowed pharma- 
ceutical companies to market their products on 
television and radio. 

Some critics contend that DTC advertising 
confuses patients, complicates their relationships 
with physicians, and drives up total drug spend- 
ing. In fact, pharmaceutical promotion does just 
the opposite. As a result, promotion and other 
marketing activities that encourage the use of 
innovative medicines help to restrain overall 
healthcare spending. 

Most pharmaceutical marketing activities 
focus on providing information to physicians and 
other healthcare professionals. Without these 
activities, many physicians would not know about 
new medicines, or new uses for existing medi- 
cines. In general, physicians do not readily seek 
out new therapies, and they have no requirement 
to inform themselves about new medicines. 
Marketing activities of drug firms are virtually 
the only means by which physicians learn about 
new therapies. 

Physicians who try on their own to stay 
informed about new medicines face an insur- 
mountable task. In any given year, more than 325 
professional medical journals publish more than 
1,700 articles on each of the leading 25 medi- 
cines. Individual physicians cannot possibly 
master this voluminous literature, and stay 
informed about scientific advances and new data 
regarding the hundreds of medicines in common 


use, Pharmaceutical marketing provides the most 
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current information about new medicines, new 
uses for older medicines, and newly discovered 
problems with or cautions concerning medicines. 
Many studies have shown that newer medicines 
result in improved health and lower costs for 
patients than do older medicines. Consequently, 
promotional activities that speed the adoption of 
new medicines can improve and even save the 


lives of more patients. 


Pharmaceuticals often 
reduce or eliminate the 
need for costlier medical 
interventions 


Many governments strictly regulate and 
oversee pharmaceutical marketing. They require 
advertising materials to show “fair balance” and 
include complete information, and they ensure 
that advertising aimed at encouraging the use of 
medicines for specific diseases is consistent with 
approved labelling. Moreover, because pharma- 
ceutical markets are highly competitive, one 
firm’s advertising must compete with, and 
respond to, that of others providing similar prod- 
ucts. Finally, physicians do not absorb 
uncritically pharmaceutical advertising and the 
suggestions of sales representatives. Studies 
have shown that physicians seek the views of 
trusted experts before they themselves prescribe 
new medicines. 

DTC advertising helps to diffuse innova- 
tion quickly and safely into the healthcare 
system. Many critics of this advertising view it 


as both wasteful and coercive. But if advertis- 


ing did not generate revenues in excess of its 
own costs, companies would not engage in it. 
No objective study has ever found that promo- 
tional spending drives pharmaceutical prices 
higher. In fact, many studies have shown that 
heavily-advertised medicines are priced lower 
than less-promoted alternatives. In addition, 
those who view drug advertising as coercive 
seem to think that physicians, who are among 
the most highly educated and sceptical mem- 
bers of our society, cannot resist (or even 
evaluate) the claims of pharmaceutical sales 
representatives. 

Many critics of DTC advertising favour the 
so-called “patient’s bill of rights.” But an 
informed and responsible patient must have full 
knowledge about his or her disease and available 
treatments, In 1962, President John F. Kennedy 
proclaimed a “Consumer's Bill of Rights,” argu- 
ing that every consumer had the right to be 
informed, the right to choose, the right to be 
heard, and the right to safety. DTC advertising 
enables patients to know the range of choices 
available to them, identify sources of informa- 
tion, and ask informed questions about their 
care. As a result, it helps to vindicate three of the 
rights set forth by President Kennedy. 

E.M. Kolassa, Ph.D. is Associate Professor of Pharmacy 
Administration, and Associate Director of the Center for 
Pharmaceutical Marketing and Management at the 
University of Mississippi. This article is adapted from 
his paper, “In Search of Fair Balance: Prejudiced 
Attacks on the Research Based Pharmaceutical Industry 
Can Result in Dangerous Policies,” available at’ 


www. rx. olemiss.cdu/cpmm2000/publicationsfairbalance 
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The case for brands 


Far from being instruments of oppression, they make firms accountable to consumers 


MAGINE a world without 

brands. It existed once, and 
still exists, more or less, in the 
world’s poorest places. No rau- 
cous advertising, no ugly bill- 
boards, no McDonald's. Yet, 
given a chance and a bit of 
money, people flee this Eden. 
They seek out Budweiser instead of their local tipple, ditch 
nameless shirts for Gap, prefer Marlboros to home-grown 
smokes. What should one conclude? That people are pawns in 
the hands of giant companies with huge advertising budgets 
and global reach? Or that brands bring something that people 
think is better than what they had before? 

The pawn theory is argued, forcefully if not always coher- 
ently, by Naomi Klein, author of “No Logo”, a book that has 
become a bible of the anti-globalisation movement. Her thesis 
is that brands have come to represent “a fascist state where we 
all salute the logo and have little opportunity for criticism be- 
cause our newspapers, television stations, Internet servers, 
streets and retail spaces are all controlled by multinational cor- 
porate interests.” The ubiquity and power of brand advertis- 
. ing curtails choice, she claims; produced cheaply in third- 
world sweatshops, branded goods displace local alternatives 
and force a grey cultural homogeneity on the world. 

Brands have thus become stalking horses for international 
capitalism. Outside the United States, they are now symbols 
of America’s corporate power, since most of the world’s best- 
known brands are American. Around them accrete all the 
worries about environmental damage, human-rights abuses 
and sweated labour that anti-globalists like to put on their 
placards. No wonder brands seem bad. 


mA 





Product power or people power 

Yet this is a wholly misleading account of the nature of brands 
(see our special report on page 26-28). They began as a form 
not of exploitation, but of consumer protection. In pre-indus- 
trial days, people knew exactly what went into their meat pies 
and which butchers were trustworthy; once they moved to cit- 
ies, they no longer did. A brand provided a guarantee of reli- 
ability and quality. Its owner had a powerful incentive to en- 
sure that each pie was as good as the previous one, because 
that would persuade people to come back for more. 

Just as distance created a need for brands in the 19th cen- 
tury, so in the age of globalisation and the Internet it reinforces 
their value. A book-buyer might not entrust a company based 
in Seattle with his credit-card number had experience not 
taught him to trust the Amazon brand; an American might not 
$ accept a bottle of French water were it not for the name of 
Evian. Because consumer trust is the basis of all brand values, 
companies that own the brands have an immense incentive to 
work to retain that trust. 

Indeed, the dependence of successful brands on trust and 
consistent quality suggests that consumers need more of 
them. In poor countries, the arrival of foreign brands points to 
an increase in competition from which consumers gain. Any- 


body in Britain old enough to remember the hideous Wimpy, 
a travesty of a hamburger, must recall the arrival of McDon- 
ald’s with gratitude. Public services live in a No Logo world: at- 
tempts at government branding arouse derision. That is be- 
cause brands have value only where consumers have choice, 
which rarely exists in public services. The absence of brandsin 
the public sector reflects a world like that of the old Soviet Un- 
ion, in which consumer choice has little role. 

Brands are the tools with which companies seek to build 
and retain customer loyalty. Because that often requires ex- 
pensive advertising and good marketing, a strong brand can 
raise both prices and barriers to entry. But not to insuperable 
levels: brands fade as tastes change (Nescafé has fallen, while 
Starbucks has risen); the vagaries of fashion can rebuild a 
brand that once seemed moribund (think of cars like the Mini 
or Beetle); and quality of service still counts (hence the rise of 
Amazon). Many brands have been around for more than a 
century, but the past two decades have seen many more dis- 
placed by new global names, such as Microsoft and Nokia. 

Now a change is taking place in the role of brands. Increas- 
ingly, customers pay more for a brand because it seems to rep- 
resent a way of life or a set of ideas. Companies exploit peo- 
ple’s emotional needs as well as their desires to consume. 
Hence Nike's “just-do-it” attempt to persuade runners that it is 
selling personal achievement, or Coca-Cola’s relentless effort 
to associate its fizzy drink with carefree fun. Companies delib- 
erately concoct a story around their service or product, trying 
to turn a run-of-the-mill purchase (think of Haagen-Dazs ice 
cream) into something more thrilling. 

This peddling of superior lifestyles is something that irri- 
tates many consumers. They disapprove of the vapid notion 
that spending more on a soft drink or ice cream can bring hap- 
piness or social cachet. Fair enough: and yet people in every 
age and culture have always hunted for ways to acquire social 
cachet. For medieval European grandees, it was the details of 
dress, and sumptuary laws sought to stamp out imitations by 
the lower orders; now the poorest African country has its 
clothing markets where second-hand designer labels com- 
mand a premium over pre-worn No Logo. 

The flip side of the power and importance of a brand is its 
growing vulnerability. Because it is so valuable to a company, 
a brand must be cosseted, sustained and protected. A failed ad- 
vertising campaign, a drop-off in quality or a hint of scandal 
can all quickly send customers fleeing. Indeed, protesters, in- 
cluding Ms Klein's anti-globalisation supporters, can use the 
power of the brand against companies by drumming up evi- 
dence of workers ill-treated or rivers polluted. Thanks, ironi- 
cally enough, to globalisation, they can do this all round the 
world. The more companies promote the value of their 
brands, the more they will need to seem ethically robust and 
environmentally pure. Whether protesters will actually suc- 
ceed in advancing the interests of those they claim to cham- 
pion is another question. The fact remains that brands give 
them far more power over companies than they would other- 
wise have. Companies may grumble about that, but it is hard 
to see why the enemies of brand “fascism” are complaining. m 





Defence folly 


The single-minded pursuit of missile defences makes America a danger to itself 


EORGE BUSH has plenty of 
support for his missile- 
defence plans, yet many of the 
enthusiasts were up in arms this 
week at the suggestion that, to 
get China to drop its opposition 
to those plans, America would 
not object to China’s expansion 
of its smallish nuclear-missile force. No doubt, China’s leaders 
were amused: they had not thought to wait for America’s ap- 
proval. They have been modernising their nuclear arsenal for 
some time. Since China is the most secretive of the nuclear set, 
no one in America will ever know whether Mr Bush’s anti- 
missile plans will cause it to build more rockets. Still, it will be 
a pity if Mr Bush uses forthcoming talks with the Chinese actu- 
ally to encourage their military build-up. He needs other ways 
to prevent his yet-to-be-deployed defences or China’s new 
rockets from sparking hostility. 

More troubling than the suggested trade-off between mis- 
sile defence and new rockets was the administration's broad 
hint that it would also understand if China—which, like Amer- 
ica, has signed the Comprehensive Test-Ban Treaty but not rati- 
fied it—-were someday to resume explosive nuclear testing. At 
this point America starts to look like a danger to itself. 

Mr Bush has been right to point to the dangers of any 
spread of long-range missile know-how to unstable parts of 
Asia, the Middle East and the Gulf. He worries that a regime 
bent on bother which had just a few such rockets might calcu- 
late that its ability to threaten New York or Los Angeles, or for 
that matter Paris or Berlin, were enough to make aggression 
easier to get away with. Not everyone agrees that his proposed 
limited defences are the answer, but even sceptics acknowl- 





edge the problem. Russia and China, which along with North 
Korea have done most to get miscreants started in the missile 
business, have felt obliged to tighten up their export rules— 
though America has just slapped sanctions on a Chinese com- 
pany for its missile help to Pakistan. 

But concentrating on the possibility of future missile 
threats seems to be blinding the Bush team to other dangers. 
There are plenty of other ways to deliver a nuclear, chemical 
or bug bomb. And since technology anyway seldom works 
flawlessly, stopping the spread of weapons of mass destruc- 
tion and the means to deliver them should surely be Mr Bush's 
first priority. Defending against them is a tricky last resort 
should anti-proliferation diplomacy and deterrence fail. 

Mr Bush’s officials insist they are fighting proliferation too. 
Yet they want to trim the funds spent to ensure that nuclear 
materials and expertise do not leak from Russia’s sprawling 
nuclear complex, and to lift sanctions on military trade with 
India, without any assurance that India and Pakistan will cur- 
tail their nuclear and missile rivalry. Now comes the sugges- 
tion that China might like to take back its test-ban promise. 

Mr Bush has no intention of ratifying the test-ban treaty ei- 
ther. His aides argue that it does not stop new countries getting 
the bomb—which is the job of the Nuclear Non-Proliferation 
Treaty—and prevents responsible nuclear powers from ensur- 
ing the reliability of their weapons. Yet the United States has 
other ways of checking its bomb designs. And the promise of a 
test ban helped win the indefinite extension of the non-prolif- 
eration treaty. If America walks away from the bargain, so can 
others that covet a bomb of their own. What folly for America 
to spend billions on missile defences, while unravelling the 
rules which limit the weapons that may someday get through 
or around them. m 





The United States and Colombia 


Changing the plan 


The United States should be helping Colombia not to banish drugs but to build a better army 


EXT week Colin Powell, the 
American secretary of 
state, is due to become the first 
member of George Bush’s cabi- 
net to visit Colombia. Not be- 
fore time, you might think. The 
Bush administration inherited a 
controversial commitment to 
Plan Colombia, a scheme launched by President Andres Pas- 
trana to fight drugs and guerrillas. Mr Bush has opted to con- 
tinue with the plan: he has asked Congress for $880m in aid to 
Colombia and its Andean neighbours, on top of the $1.3 bil- 
lion in mainly military aid approved last year. 
Plan Colombia arose from a fear that the country’s democ- 
racy was being overwhelmed by guerrillas, right-wing para- 





military vigilantes and the drug gangs that supply four-fifths 
of the world’s cocaine. But, so far, its results have been, at best, 
mixed. Parts of it should be scrapped, and others rethought. 

At the plan’s centre is the creation of an army brigade 
trained and equipped by America. Its job is to give protection 
to the government's agents in their efforts to eradicate coca, 
mainly through the aerial spraying of weedkiller on coca 
fields. It is hoped that the spraying will encourage other coca * 
farmers to agree to voluntary eradication schemes. 

There are two main objections to the scheme. One is that 
the weedkiller destroys the food crops of the coca farmers, and 
may damage human health. The other is that the whole exer- 
cise is a Sisyphean folly, which benefits only a bureaucratic- 
industrial complex of contractors who carry out the eradica- 
tion. A decade of intense American efforts to eradicate coca } 


> have had almost no effect on overall cocaine production. Un- 
less cocaine is legalised, Plan Colombia will drive coca deeper 
into virgin jungle or into neighbouring countries. 

The Bush administration's aid request gives only a token 
nod to such worries: rebaptised as the Andean Regional Initia- 
tive, it offers a little extra money for economic development 
and for Colombia's neighbours (though Congress may yet 
trim the total). A better, though more expensive, policy would 
concentrate on promoting economic alternatives to coca, es- 
pecially since the collapse in coffee prices is driving thousands 
more farmers into coca production. 

A second aim of Plan Colombia is to strengthen the army, 
thus, it was hoped, forcing the main guerrilla force, the FARC, 
to take more seriously peace talks begun by Mr Pastrana in 
1998. The two aims are linked: the idea was that coca eradica- 
tion would weaken the guerrillas by squeezing their drug in- 
come. In practice, Mr Pastrana has held back from eradication 
in FARC-controlled areas. However, thanks in part to Ameri- 
can aid, the army is stronger than it was three years ago. The 
FARC is no longer winning the war. But neither has it shown 
any sign of being serious about making peace (see page 45). 

Mr Pastrana now looks unlikely to achieve a ceasefire with 
either the FARC or the ELN, the second guerrilla group, before 
his term ends next August. That is leading to calls, both in Co- 
lombia and in Washington, for him to put an end to the “de- 


Refugees 
Welcome, stranger 


militarised zone” that he granted the FARC to get talks going. Yet 
that would be a mistake. There is a case for reducing the size of 
the zone, and for insisting on outside monitoring of the FARC’s 
activities there. But ending it, and thus the talks, would give cre- 
dence to the idea, held by army commanders and some of the 
candidates to succeed Mr Pastrana, that the FARC can be de- 
feated militarily. It cannot. It can, however, be weakened to the 
point where it seeks peace. Even so, political engagement and 
talks will still be needed. 


Drug-takers have obligations too 

So, too, may military aid. That horrifies Europeans. But as a de- 
mocracy under siege from drug-financed illegal armies, Colom- 
bia has the right to ask its drug-consuming allies for help. On the 
other hand, there is a genuine danger that the army’s greater 
military strength will turn into greater political power. 

To counter that means doing more to safeguard democracy 
and human rights. The United States should be pressing harder 
than it has so far for Colombia’s army to tackle the rightist para- 
militaries, who work in cahoots with some of its officers. And if 
a new national-security law that gives the army quasi-judicial 
powers in some circumstances is not to be misused, Colombia 
needs a stronger prosecutors’ office and a stronger judiciary. 
Plan Colombia should pay less attention to weedkilling, and 
more to strengthening democracy. m 


Rich countries should recognise the benefits of immigrants and keep the costs in perspective 


MMIGRATION, it seems, 

hardens hearts and softens 
brains like few other issues. Take 
_ a boatload of Afghans bobbing 
in the coastal waters of Australia 
and, on the other side of the 
world, an apparently endless 
queue of refugees trying to 
make their way through the Channel Tunnel into Britain, and 
watch compassion and clear-mindedness fly out the window. 
Liberals abandon their tolerance, and their professed dislike 
of government restrictions. Socialists speak of job-stealers. 
Conservatives mutter about spongers and scroungers, forget- 
ting that immigrants generally bring with them the qualities 
of thrift, hard work and enterprise. Neither love nor logic sup- 
ports hostility to immigration. No respectable religion or po- 
litical credo says it is a sin to seek a better life, still less to escape 
persecution. Those who object to immigrants are, if they are 
honest, nearly always just responding to one of mankind’s 
baser instincts—a deep-rooted suspicion of outsiders. 

Accept this not as a pointin a sermon, but as a basis for pol- 
icy. In a better world, all countries, rich and poor, would allow 
migrants to come and go as they pleased. They might not be el- 
igible for all the entitlements available to citizens, but they 
would be recognised for what most of them are: decent people 
seeking to better their lives, and usually at the same time doing 
jobs that locals either cannot or will not do, and thus contrib- 
uting to the common good. But the world, or rather its inhabit- 
ants, are imperfect, and completely unrestricted immigration 





would certainly lead to huge practical difficulties and proba- 
bly intolerable racial or communal strains. So governments 
have to try to control the number of immigrants they admit. 
But a recognition of why they are doing this—their readiness to 
yield to the strength of human prejudice—should make them 
strive, first, to be compassionate and, second, to be fair. 

In the case of the Afghans on the Tampa (see page 30), com- 
passion should have led to their early disembarkation on Aus- 
tralian soil. The government's decision to send them on to Pa- 
pua New Guinea, and thence to more welcoming countries 
(including Nauru, a benighted outcrop of ancient guano in the 
middle of the Pacific), does little for Australia’s reputation for 
hospitality. Fairness too would at least give them the chance to 
state their case to be genuine refugees, which, since they come 
from a country ruled by the Taliban, is prima facie strong. But 
fairness would also allow Australia to send them back if they 
were found to be in no danger at home. If a country has a pol- 
icy of accepting some immigrants—Australia takes 70,000- 
100,000 a year, and 10,000 refugees—it would be right to give 
preference to those who had made an orderly application and 
patiently waited for admission, rather than arriving unan- 
nounced by makeshift raft or listing coaster. 


Problems, but manageable ones 

Compassion also suggests that France is right to provide shel- 
ter for refugees trying to get into Britain, even though fairness 
suggests they should be admitted (perhaps by France itself, or 
other European Union countries) or sent home according to 
principles other than mere luck and determination. Their abil- »» 


> ity to fill vacant jobs would be one. And Britain should ac- 
knowledge that immigrants will always try to enter illegally if 
they have virtually no hope of entering legally. 

In practice, it is often impossible to distinguish between im- 
migrants seeking a better life and those with a well-founded 
fear of persecution—the acid test for automatic admission as a 
refugee set by a UN convention in 1951. Few immigrants unam- 
biguously fit the description. The difficulty of proving or dis- 
proving claims, plus appeals against rejections, means appli- 
cations are processed slowly, so most refugees in rich 
countries manage to stay, legally or not. The business of hous- 
ing refugees and dealing with their applications undoubtedly 
places a burden on taxpayers, but the problem should be kept 
in proportion. If, as one study suggested this week, Britain in 


fact takes four times as many immigrants as it legally accepts, 
no great harm seems to be done: Britain’s racial troubles derive 
more from a failure to integrate the legal immigrants admitted 
decades ago than from any current wave of illegals. 

In fact, rich countries probably gain far more than they lose 
from immigration. It is poor countries, which are seldom short 
of unskilled labour, that may genuinely bear a burden from 
playing host to the world’s many victims of war, hunger and 
intolerance. The country with the most refugees is Pakistan, 
with over 2m; then comes Iran (1.9m), Germany (0.9m) and 
Tanzania (0.7m). Rich countries should recognise their relative 
good fortune, set generous quotas for needed immigrants and 
then set about the admittedly difficult task of rejecting others 
with much better grace than they now seem to muster. wm 





Computer mergers 


Over the hill at 20 


The Hewlett-Packard/Compagq merger points to the end of the personal-computer era 


T WAS a birthday party, but it 
may be remembered as a 
30 Wake. Early last month com- 
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io puter bosses gathered in San 
% Jose, California, to toast the 20th 
70 s 
ull “sọ anniversary of the launch of 
1996 97 98 99 2000 01° 1BM’s first personal computer in 
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August 1981. Among those 
eaa were Bill Gates of Microsoft, Andy Grove of Intel, Mi- 
chael Capellas of Compaq and Carly Fiorina of Hewlett-Pack- 
ard (HP). As the wine and canapés made the rounds, Mr Capel- 
las and Ms Fiorina kept mum about their firms’ plan to merge. 
It would have spoiled the mood. For their merger is motivated 
in large part by a realisation that, 20 years on, the personal 
computer has had its day. 

The end of the pc’s pre-eminence was heralded in July by 
figures suggesting that, after years of heady growth, world- 
wide sales of pcs are likely to fall this year. In the second quar- 
ter, they were down by 2% on a year earlier. It is tempting to 
blame the global technology slowdown for this decline. But 
there are structural factors at work. 

Market saturation has not previously been a problem for a 
product that becomes obsolete within a year or two of pur- 
chase, but pcs are not becoming useless doorstops as fast as 
they did. Consumers see little reason to upgrade; recent fads, 
such as online gaming and downloading music, are con- 
strained by the speed of Internet connections, not by PC per- 
formance. The industry hopes that the imminent launch of 
Windows xp, the new version of Microsoft's operating sys- 
tem, will revive its fortunes. It is likely to be disappointed. 

Another factor is the rise of devices such as handheld com- 
puters, personal organisers and Internet-capable mobile tele- 
phones, combined sales of which will probably overtake pcs 
this year. The pc is now just one of many devices through 
which people gain access to information. HP has acknowl- 
edged this in its post-merger plans. Instead of a pc division, it 
will have an “access devices” division that will make all man- 
ner of things. Initially, these will be mostly pcs, but it will 
increasingly focus on handhelds. Compaq is strong in this 
area: its iPaq is widely seen as the best product in its class. 


A further problem for the pc industry is the trend towards 
“commoditisation”. Compaq started this by pioneering the 
IBM PC “clone”, which generalised an 1BM product into an en- 
tirely new industry. Dozens of firms sprang up to build ma- 
chines compatible with 18M’s original. A few years later, Dell 
revolutionised the industry with its direct sales and build-to- 
order approach, and the result was even fiercer price compe- 
tition. Now a mere handful of pc makers are left; as sales stag- 
nate, they are dropping out fast. The pc has become just an- 
other low-margin piece of consumer electronics. 


Carly’s black labels 

The Hp-Compag deal, which would consolidate the world’s 
second- and third-largest pc makers, is thus best seen as a de- 
fensive move ina shrinking industry (see page 65). The merged 
firm hopes that its size will let it reduce costs through econo- 
mies of scale. Other pc makers are looking elsewhere for 
growth and profits. Even Dell, the world’s biggest, announced 
recently that it would start making networking equipment as 
well. 

Compaq’s plan was to shift from hardware into consul- 
tancy and services, the mainstay of 1BM’s business; HP, which 
also wanted to move into services, might have had to ditch the 
pc business altogether. Hence the appeal of a merger, letting 
the two pool resources to compete better with Dell in the mar- 
ket for Pcs and with 1BM in the market for services. Even so, 
the union will be a Frankenstein affair, given their overlapping 
lines. The stockmarkets are right to be sceptical. And the deal 
may run into antitrust trouble because of the pair's share of 
the retail pc market, especially with the European Commis- 
sion, fresh from killing the GE/Honeywell merger. 

The trustbusters should relax, for the real significance of 
the merger is its marking of the end of the pc era. The Pc will 
not disappear; after all, it came to prominence by dethroning 
the mainframe computer, yet mainframes continue to hum in 
data centres around the world. But the rc is no longer the hub 
of the computing universe. HP’s decision to buy Compaq may 
involve much wishful thinking and could well turn out 
badly—but by accepting that neither can compete alone in a 
declining pc market, it acknowledges that change. m 
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Capitalizing on opportunities in mobile eBusiness depends on successful 
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We develop innovative pharmaceuticals for the treatment of rheumatoid arthritis. 


So that even people with rheumatoid arthritis ca 


Everyone wants to live life freely. Unfortunately, for more than 5 million people around 
the world that’s just not possible. Simple movement that most of us take for granted is quite painful 
to them. They suffer from rheumatoid arthritis. At Aventis, one of the world’s leading pharmaceutical 


companies, our scientists are combining their in-depth know-how with new technologies to develop more 
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innovative anti-rheumatic treatments. One of our most important goals is to fight the causes of rheums toid 





arthritis, not only its symptoms — so that people are free to enjoy whatever moves them. 
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Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New Yorkin 


1joy very moving moments. 





Our Challenge is Life 





16 Letters 


Human rights and wrongs 


SIR - Economic, social and 
cultural rights are not new, al- 
though they have often been 
seen as the poor relations of 
civil and political liberties 
(“The politics of human 
rights” and “Righting wrongs”, 
August 18th). Why the ne- 
glect? There were ideological 
reasons but there was also a 
lack of intellectual clarity re- 
garding the definition and 
scope of these rights, while 
the information required to 
monitor their application was 
seen as daunting. Today, a 
growing body of jurispru- 
dence is helping to flesh out 
these rights. Far from being 
“undefinable and undeliver- 
able”, they can be measured, 
and indeed already are. A UN 
panel monitors how states 
comply with their obligations 
under the International Cove- 
nant on Economic, Social and 
Cultural Rights. As of today, 
145 countries submit reports to 
that group. 

Increasing attention to 
economic, social and cultural 
rights comes in response to a 
situation in which a fifth of 
the world’s population goes 
hungry every night, a quarter 
lacks access to even a basic ne- 
cessity like safe drinking-wa- 
ter, and a third lives in abject 
poverty. That is what the in- 
divisibility of human rights 
means in practical terms—that 
it is impossible to enjoy hu- 
man dignity, freedom and 
equality without food, health 
or shelter. 

MARY ROBINSON 

UN high commissioner for 
human rights 

Geneva 


SIR - You juxtapose “enor- 
mously costly” economic and 
social rights with “relatively 
cheap” civil and political 
rights. But providing due pro- 
cess to all citizens through an 
effective judicial system with 
guaranteed representation is 
certainly a more expensive 
proposition than providing 
basic health care or public 
education. 

The problem is not lack of 
resources but lack of political 
will. The same governments 
that find money for the latest 


weapons and readily grant 
mega-corporations enforce- 
able economic rights cry pov- 
erty when it comes to 
changing the policies that con- 
sign almost half of humanity 
to squalor and degradation. 
ROGER NORMAND 

Executive director 

Centre for Economic and Social 
Rights 

New York 


SIR - The vague formulation 
of economic, social and cul- 
tural rights does not necessar- 
ily lead to the will of judges 
replacing that of the people, 
as you argue. The covenant 
stresses the importance of leg- 
islation, which can be as de- 
tailed and as enforceable as 
the legislator wishes. Amer- 
ica’s government is wrong in 
claiming that ratifying the cov- 
enant would allow citizens to 
sue it willy-nilly. 

STEPHEN MARKS 

Director 

Francois-Xavier Bagnoud Centre 
for Health and Human Rights 
Boston 


SIR - Much of the debate 
among human-rights orga- 
nisations about expanding 
their writ to encompass new 
economic and social “rights” 
can, I suspect, be directly 
traced to the socialist bent of 
many on their staff. 

Tellingly, you quote Mi- 
chael Ignatieff as saying that, 
in terms of the rich countries, 
“Doing something about AIDS 
in Africa is not about charity, 
it is a matter of obligation”; 
whilst the head of Human 
Rights Watch criticises govern- 
ments who “defend excessive 
profits over the right of access 
to life-saving medicines”. 

Apparently, since the 
poorer countries lack the re- 
sources to deliver economic 
and social rights, like health 
care, adequate food or a “liv- 
ing wage”, this obligation 
must be imposed on rich 
countries. What better way to 
do this than by “criminalis- 
ing” lack of charity as a hu- 
man-rights abuse right up 
there with torture? 

These efforts to establish 
international economic and 
social human rights should be 
recognised for what they are: 


The Economist 


an attempt to put teeth into 
the hoary socialist dream of 
global wealth redistribution. 
KEITH MCDERMOTT 

Greenwich, Connecticut 


SIR - For organisations like Ac- 
tionAid that work with very 
poor people in some of the 
poorest countries, the philo- 
sophical and moral basis of 
viewing food, health, educa- 
tion, security and shelter as 
basic human rights is obvious. 
However, for millions of poor 
women and children in the 
developing world, this is nota 
philosophical question. Not to 
have food, water, health care 
or a secure environment is a 
matter of life and death. 

If there were large-scale 
deaths from starvation, mal- 


_ nutrition and disease in the 


West, surely even The Econo- 
mist would have asked if the 
state had to take some respon- 
sibility for this. It costs less 
than the world spends ina 
week on arms to provide basic 
health care and education for 
the world’s poorest people. It 
is the persistent practice of 
double standards and viola- 
tion of rights (even in rich 
countries) that underlies the 
protests against globalisation. 
Nothing can legitimise pov- 
erty and injustice at this scale, 
not even fig-leaf democracies. 
SALIL SHETTY 

Chief executive 

ActionAid 

London 


SIR - I find unpersuasive your 
argument that human rights 
organisations might under- 
mine their defence of “basic 
liberties” (by which you pre- 
sumably mean political ones) 
by advocating social and 
economic rights. It seems as 
probable that they will under- 
mine their credibility to a 
greater extent by failing to en- 
dorse economic and social 
rights. They are already under 
attack from a significant seg- 
ment of international opinion 
for placing political rights 
above economic ones, particu- 
larly in the context of coun- 
tries where the basic food and 
health needs of much of the 
population are neglected. 
RICHARD GREENE 

Princeton, New Jersey 





Putting the boot in 


SIR - You criticise some of the 
biggest British high-street 
names for being unable to 
cope with competition from 
“foreign” retailers and for be- 
ing over-extended and badly 
managed (“High Street woes”, 
July 28th). Whatever the mer- 
its of this analysis, the refer- 
ences to Boots The Chemists 
were inaccurate and inappro- 
priate. Far from suffering a 
drop in profits, Boots has con- 
sistently reported profits 
growth, including a 7% in- 
crease (pre-exceptionals) for 
the last financial year. Gross 
margins have also risen while 
reported net margin is among 
the highest in the industry. 
The reference to the number 
of Boots stores on Oxford 
Street, London, as an illustra- 
tion of many chains having 
over-expanded is a misread- 
ing of the situation. The num- 
ber of stores reflects the need 
for convenient access for those 
who shop and work on Ox- 
ford Street. All stores are trad- 
ing well and your comment 
about reluctance to close them 
for fear of a “public backlash” 
has no foundation. 

Nobody claims that retail- 
ing is easy in today’s competi- 
tive environment. Boots’ 
differentiation strategy is ex- 
plicitly designed to reshape 
and refocus its customer offer 
in response to market changes 
and new business opportuni- 
ties. Current performance in- 
dicates that this is the right 
strategy and that it is working. 
KEN PIGGOTT 
Managing director 
The Boots Company 
Nottingham 


Central America’s future 


SIR - You correctly point out 
that too many initiatives 
adopted in Central America 
originate elsewhere and de- 
pend excessively on the will- 
ingness of outsiders to 
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Executive Focus 


E:-S:-R:-C 
ECONOMIC 
& SOCIAL 
RESEARCH 
COUNCIL 


ESRC MANAGEMENT 
RESEARCH INITIATIVE, UK 


DIRECTOR 


The Economic and Social Research Council wishes to appoint a Director 
to lead their new £17 million research initiative on management, 
The Director is expected to be based at a UK university of international 


renown. The appointment will be for 5 years. 


Research in the 1990s indicated that there was a productivity gap in 
terms of market output per hour of 20.30% between the UK and other 


major economies. 


This initiative has therefore been set up with two main aims: a signific ant 
advance in the quality of UK research on management; the development 
of options to overcome aspects of this productivity gap between UK 


businesses and those of other countries. 


Presently it is planned that there will be three initial, interconnected 


topic areas: 

. Pathways to Excellence: 

¢ Creativity and Capability; 

+ The Potential of Business to Business E-Commerce, 


The appointee would be expected to contribute to their development 


in consultation with kev stakeholder groups. 


This Initiative will be taken forward and funded jointly with the 
Engineering and Physical Sciences Council. Both Research Councils 
regard this new initiative as of the highest importance, requiring the 
delivery of a world-class research Programme and are thus prepared to 
pay a pro rata annual salary of up to £130,000. 


Discussions are under way with other potential funding contributors. 
The post will be a senior part-time position, to which the appointee will 
be expected to contribute at least 80% of their time. 


The successful candidate will have an outstanding track record of 
research in a relevant area and will be able to demonstrate the ability to 
provide leadership of a network of multidisciplinary social science 
research teams drawn from across the social sciences and spread across 
the UK and to develop links with researchers overseas and in other 
research programmes, The appointee will have the skills and experience 
to harness user and practitioner interests at all stages of the Programme. 
Excellent communication skills are essential for representation of the 
Initiative to potential users and co-funders of the research in 
government, non-governmental organisations and business and the 


dissemination of the research results to a wider audience 


Interested individuals are invited to obtain full written particulars from 
ESRC’s appointed consultants, Saxton Bamptylde Hever ple by teleph« ming 
01233 214 529 (24 hours) not later than Friday 21 September 2001 
quoting reference CEKF/E, Alternatively e-mail CEKF(@)saxbam.co.uk 
with an e-mail address at which this information can be received. 


Closing date for applications will be Friday 28 September 2001. 


Í ARC 


ADVERTISED FHECAUITMENT ANO CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLDE HEVER ty 
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SHAPE THE FUTURE OF 
VIRTUAL HIGHER EDUCATION 


THE 
E-UNIVERSITY 
PROJECT 


The e-University Project is a public-private partnership between the UK Higher 
Education (HE) sector and private sector investors, It aims to provide a flagship 
for the global provision of UK HE virtual learning programmes and in so doing 


expand the UK's overall share in the expanding global market for virtual HE, 


The e-University is looking for exceptional individuals to fill two key roles: 


CHAIR 


The Chair will lead the Board of the operating company in ensuring that 
The e-University's strategy and vision is delivered effectively, The Chair 
will work closely with the CEO and the executive team in achieving the overall 
objectives of The e-University Project. He or she will represent The e-University 


externally and internationally, acting as its senior ambassador. 


Candidates for the role will demonstrate: 

* extensive senior management experience, likely gained at main Board 
level or equivalent; 

¢ a command of commercial objectives; 

* an understanding of and a commitment to learning and the HE sector; 

+ the ability to mobilise consent amongst the Board's members and to 


represent The e¢-University domestically and overseas. 


Che role of Chair will be part-time, the time commitment and compensation 


CEO 


The CEO will be responsible to The e-University operating company Board for 


being negotiable. 


developing, maintaining and executing the business strategy of The e-University 
Project. The CEO will need to be capable of leading an organisation which 


combines commercial objectives with an educational mission, 


Candidates for the role will demonstrate: 

e a significant track record of achievement in running a business 
or large public sector organisation; 
a good understanding of how to manage a business that interfaces 
between the private and HE sectors: 

* an exposure to e-business; 

* personal skills that embrace leadership, vision, motivational 


communication and team building. 


A package commensurate with the seniority of appointment will be made 
available for the successful candidate. This is likely to comprise of an attractive 
base salary, a performance related bonus and some ow nership through 


stock options. 


For further information, including details of how to apply, please telephone 
The e-University’s advisors on 01233 214 529 quoting reference BFCA/E for 
the Chair position (email BPCA@saxbam.co.uk) or reference BFCB/E for the 
CEO position (email BFCB@saxbam.co.uk) not later than Monday 
17 September 2001. Applications will close on Tuesday 25 September 2001. 


ADVERTICED RECRUITMENT AND CONSULTANCY 


A PRACTICE WITHIN SANTON BAMPFYLDE WEVER >w 
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> provide funding (“Small, vul- 


nerable—and disunited”, Au- 
gust 11th). The recent 
Puebla-Panama project pro- 
posed by Mexico’s president, 
Vicente Fox, is a good exam- 
ple. It is unlikely that the fund- 
ing for this will be achieved, 
and even if it is, it cuts across 
several existing proposals for 
Central America’s long-term 
development. 

That is why our “Central 
America 2020” report empha- 
sised the need for a monetary 
union to be backed by the dol- 
lar or a Central American cur- 
rency at par with the dollar. 
Such a union would have im- 
plications for the integration 
of the service sectors, particu- 
larly financial services, and 
great benefits in terms of com- 
petition. 

You do not refer to the Free- 
Trade Area of the Americas 
(FTAA) in which all seven 
Central American countries 
participate on an individual 
basis. Monetary union would, 
in effect, force them to negoti- 
ate as a block within the FTAA 
and make it more likely that 
the special concerns of small 
and vulnerable countries will 
be reflected in the final treaty. 
VICTOR BULMER-THOMAS 
Director 
Royal Institute of International 
Affairs 
London 


sir - Your description of John 
Lloyd Stephens’s 1839 dip- 
lomatic mission to find the 
government of the Central 
American Republic is incor- 
rect. In fact, the United States 
established diplomatic rela- 
tions with the Central Ameri- 
can Republic in 1825 with the 
appointment of a chargé d’af- 
faires. Stephens was a “special 
confidential agent” appointed 
by President Martin Van Buren 
for the purposes of closing our 
legation in Guatemala city 
“without giving offence”; se- 
curing the republic’s ratifica- 
tion of a long-pending treaty 
of peace, amity, commerce 
and navigation; and advising 
the Central American govern- 
ment that we were suspend- 
ing, but not abandoning, 
various American citizen 
claims against that govern- 
ment. While Stephens eventu- 
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ally met the president and 
other senior officials, he right- 
fully concluded that with four 
of the five provinces having 
declared their independence, 
the republic had ceased to ex- 
ist. Hence, he was unable to 
fulfil his instructions and 
turned his full attention to ar- 
chaeological exploration. 
JACK BINNS 

Tucson, Arizona 


Aiming for stability 


SIR - Itis sad to see The Econo- 
mist question the virtue of 
sound public finances (“Scrap 
the stability pact”, August 
25th). To advocate discretion- 
ary fiscal policy to fine-tune 
an economy is a recipe that 
hardly ever worked in the past 
and is largely responsible for 
the high level of public debt in 
many countries. It is this debt, 
as well as the ageing of the 
population and the unfunded 
future pension liabilities, that 
has convinced all finance min- 
isters in the euro area to aim 
for balanced budgets over a 
cycle. The Stability and 
Growth Pact helps them do 
their job. 

Does the pact put too much 
emphasis on discipline and 
not enough on fiscal stabilisa- 
tion? No, automatic stabilisers 
are an integral part of it. It is 
by the requirement to main- 
tain sound public finances in 
good times that room is 
created for automatic stabilis- 
ers to operate in bad times. 
That is what the European 
Commission is arguing for. Of 
course, countries that do not 
yet have sufficiently low defi- 
cits should not let automatic 
stabilisers work fully unless 
there is a serious recession— 
which fortunately we do not 
have in Europe—otherwise 
they will never reach the ob- 
jective for which they aim. 

Does the pact imply an un- 
duly restrictive fiscal stance in 
the current slowdown, as you 
suggest? No. In the fiscal year 
of 2001, policies as outlined in 
the stability programmes will 
be mildly expansionary even 
if automatic stabilisers do not 
work fully in all euro-area 
countries. Because of discre- 
tionary tax cuts earlier this 
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year, the area-wide budget 
deficit will increase in both ac- 
tual and structural terms for 
the first time since 1993. Is that 
“1930s-style self-flagellation”? 
Scrapping a budgetary 
framework which in recent 
years has helped countries cut 
deficits, reduce public debt, 
decrease the tax burden and 
prepare euro-area economies 
for the challenges of the fu- 
ture, would make it impossi- 
ble to co-ordinate our 
economic policies in the face 
of a single monetary policy. 
PEDRO SOLBES 
EU commissioner for economic 
and monetary affairs 
Brussels 


African-American victims 


SIR - You are right to highlight 
the need for a new crop of Af- 
rican-American leaders 
(“Time to pass on the torch”, 
August 18th). Al Sharpton, 
Jesse Jackson and their ilk 
have little to offer African- 
Americans in the 21st century. 
They continue to peddle a 
misguided and dangerous 
message of victimisation. It is 
of course in their interest to do 
so. If African-Americans per- 
ceive themselves as victims, 
they will embrace public lead- 
ers like Mr Sharpton and Mr 
Jackson, no matter how inept, 
who purport to be able to pro- 
tect them from the oppression 
of man (ie, white America). 
And, as long as Mr Jackson 
and company can successfully 
portray African-Americans as 
victims to the public at large, 
they will be able to wring 
monetary concessions out of 
corporate America. 

Many professional African- 
Americans, like me, refuse to 
consider themselves victims. 
And the paradigm is danger- 
ous for at least two reasons. 
First, it depends upon the 
maintenance of the socially- 
constructed colour line; in the 
mind of the public, the victim 
beneficiaries must be readily 
identifiable. But the noble vi- 
sion of the civil-rights move- 
ment of the 1960s was to 
create an American society in 
which race does not occupy 
the pre-eminent place in one’s 
identity. Second, the paradigm 


diverts the attention of some 
African-Americans from pol- 
icy options that may have a 
positive impact on their lives, 
such as school vouchers. 
JEROME HOLMES 

Oklahoma City 


Off the rails 


SIR - Your article on the Mid- 
west Regional Rail Initiative 
recommends that Amtrak 
should talk to the French 
(“Trop peu, trop tard, trop Am- 
trak”, August 11th). SNCF cer- 
tainly runs some fast trains, 
but in every other respect it is 
an unsuitable model for the 
mid-west. Amtrak would do 
better to study a rail system 
that has to compete with toll- 
free roads, long-distance bus 
services, cut-price internal air- 
lines, and where private com- 
panies have successfully 
grown passenger traffic on ex- 
isting infrastructure despite all 
adversities and a hostile press. 
Any nominations? 

NICK THOMPSON 

Cambridge 


SIR - Your pessimism about 
Amtrak and high-speed rail in 
the mid-west may have super- 
ficial justification, but your 
facts are incomplete. You say 
that the proposed rail system 
will break even at best, with- 
out pointing out that the Un- 
ited States currently subsidises 
automobile transport at the 
level of $5,000 a car per year. 
The preferred alternative does 
not come close to covering op- 
erating costs, before even con- 
sidering social issues or global 
warming. 

THOMAS MARTIN 

Austin, Texas 


Must try harder 


SIR - In grading George Bush’s 
first six months, you are guilty 
of both lowered expectations 
as well as grade inflation. 
Should we be willing to settle 
for a president whose marks 
include 2 Cs and a D? My par- 
ents would not have been 
happy if I had brought home 
grades like that. 

GARY BATES 

Boulder, Colorado @ 
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PRICEWATERHOUSE( COOPERS 





EXECUTIVE SEARCH & SELECTION 


CHIEF EXECUTIVE OFFICER 


Maltese national airline 





Air Malta, the Maltese national airline, is seeking 


to engage a Chief Executive Officer. 


The CEO will report to the Chairman and will 
lead Air Malta in the design and implementation 
of the business strategy and vision for the airline’s 
transition to be a world class carrier within an 
increasingly competitive and evolving 


marketplace. 


The main responsibilities will include: 
e Managing the airline on a day to day basis. 


e Evaluation, development and implementation 
of the business strategy 
e Support of the Chairman in discussions with 


government and other key stakeholders 


e Managing the relationships with associated 
and subsidiary companies 

e Ensuring cutting edge customer service and 
management 


e Driving management initiatives to ensure that 
the airline achieves its strategy and vision. 
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The successful applicant will have substantial 
Executive Board and commercial management 
experience, preferably in the scheduled airline 


industry operating at a senior level. 


The person will also have: 

e Experience of leadership through a time 
of change 

e Flexibility, 

e Customer focus 

e Commercial acumen 

e Exceptional team player, 


e Have hands-on experience of a broad 


spectrum of airline operations. 


The remuneration will be commensurate with 


a position of this profile and significance. 


lf you believe that you can significantly contribute 
to the future success of Air Malta and its Group 
of Companies, and fulfil the above criteria then 
please submit your c.v. with covering letter 
quoting ref. 134/CG/TE, to: 


Madeleine Tarr, 
PricewaterhouseCoopers, 
167 Merchants Street, Valletta, Malta 


by 28 September 2001 


Licence No. EA/8/95 
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EUROPEAN UNIVERSITY INSTITUTE 


for research and postgraduate training in the social sciences and humanities 


is looking for candidates with a distinguished record of scholarly publications and experience in postgraduate teaching and doctoral supervision, to fill 


in the Department of Economics 
A Chair in Economics (ECO6) 


In seeking to fill its vacant chair, the department intends to strengthen its 
research focus on European policy issues (including economic integration, 
national and supranational regulation, and policy coordination) as well as to 
consolidate its teaching programme. Candidates should have a strong 
publication record in academic Economic journals and be committed to 
excellence in postgraduate teaching and thesis supervision. In addition, the 
ideal candidate should have demonstrated his or her willingness and ability 
to analyze policy issues rigorously. The post will preferably be filled at the 
senior level. 


in the Department of History and Civilization 


A Chair in European History of the 20th 
Century (HEC6) 


The department invites applications from scholars with particular expertise in 
political, social or cultural history. It seeks an established and methodologically 
innovative historian, who is willing to work closely with doctoral students in a 
wide range of topics. Candidates with an orientation towards interdisciplinary 
and co-operative research are strongly encouraged to apply. 


in the Department of Law 


A Chair in International Law of Human 
Rights (LAW1) 


Expertise is sought in general international law and regional and global systems 
of human rights including the European systems. Candidates should show 
competence in the theory of Human Rights in International Law. 


A Chair in Comparative Law (LAW2) 


Candidates should be engaged in research reflecting the theoretical dimensions 
of comparative legal studies, be prepared to participate in the department's 
interdisciplinary research on the impact of European integration, globalisation 
and transnational legal developments, and be prepared to supervise theses 
across a wide range of themes of comparative private and economic law. 


in the Department of Political and Social Sciences — 


A Chair in International Politics (SPS/RSC1) 


The Department of Political and Social Sciences and the Robert Schuman 
Centre for Advanced Studies seek candidates with expertise in international 
relations. Experts in all aspects of international politics and political economy, 
broadly defined and not necessarily restricted to inter-state relations, will be 
actively considered. The chair is open to all methodological orientations. The 
growing role of non-state actors, the increasing emphasis on international 
institutions across various levels of governance, and the less clear-cut 
boundaries between international relations and comparative politics are 
aspects of particular concern for the Department's and Schuman Centre's 
profiles. The successful candidate will have a strong record of empirical 
research, an interest in theory and research methods (whether qualitative or 
quantitative) and a commitment to excellence in postgraduate teaching. 


The appointment will either be made in the Department of Political and Social 
Sciences or jointly in the Department and the Robert Schuman Centre for 
Advanced Studies. The Chair will be filled at the senior or junior level according 
to the profile of the candidates. The post should be ideally filled during the 2001 
— 2002 academic year or at the latest starting in autumn 2002. 


A Chair in Comparative and European Public 
Policy (SPS9) 


The Department of Political and Social Sciences and the Robert Schuman 
Centre for Advanced Studies are seeking candidates with expertise in the field 
of public policy at the European and comparative level. Experts in all aspects of 
the policies of the European Union and the member countries will be actively 
considered. An attention to the interaction between the EU integration and its 
domestic nation-state consequences is particularly welcome. The successful 
candidate will have a strong record of empirical research, an interest in theory 
and research methods (whether qualitative or quantitative) and a commitment 
to excellence in postgraduate teaching. 


The appointment will either be made in the Department of Political and Social 
Sciences or jointly in the Department and the Robert Schuman Centre for 
Advanced Studies. The Chair will be filled at the senior or junior level according 
to the profile of the candidates. The post should be ideally filled starting in 
January 2003. 


A Chair in Sociology (SPS4) 


The Department of Political and Social Sciences is seeking to fill a vacant chair 
in the field of Sociology with particular reference to the study of ethnic relations, 
immigration, citizenship and related cultural issues in contemporary Europe. 
The successful candidate will have a strong record of empirical research, an 
interest in theory and research methods (whether qualitative or quantitative) 
and a commitment to excellence in postgraduate teaching. 


The Chair will be filled at the senior or junior level according to the profile of the 
candidates. The post will be filled starting from January 2003. 


Contracts are for four years, renewable once. The Institute is an equal opportunity employer. 


Interested applicants should contact the Head of the Academic Service, Dr. Andreas Frijdal, in order to receive an application and information pack. Please indicate 
the chair of interest. Deadline for receipt of applications: 15 November 2001. Please mark the application envelope with the code of the chair as given above. 


Tel.: +39-055-4685.332; Fax: +39-055-4685.444; E-mail: applypro@iue.it; Internet: htto://www.iue.it 
Address: European University Institute, Via dei Roccettini 9, |-50016 San Domenico di Fiesole, ITALY 
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WWF — The Conservation Organization 
CHIEF OPERATING OFFICER 


Based in Gland, Switzerland 


WWF, one of the world’s largest independent 
organizations dedicated to the conservation of 

nature, is seeking to appoint a Chief Operating 
Officer (COO). WWF operates in more than 90 
countries and is supported by nearly 5 million people 
worldwide. Its mission is to protect nature and the 


biological diversity that we all need to survive. 


This is a prestigious appointment, calling for a 
person of exceptional calibre. The COO will be an 
effective operator, embracing IT, Human Resources, 
Legal and Finance. A key task will be to ensure the 
strategic development of the WWF Network offices 
globally and to take responsibility for the smooth, 


lo plan and monitor the financial resources and 
manage the Secretariat budget will also be 
important. This person will work closely with the 
Director General and the Programme Director. 
Candidates will have the intellectual ability to work 
with highly qualified professionals and will come 
from either the public or private sector. They must 
be sensitive and well attuned to cultural diversity, 
and accustomed to working internationally for a 
large and decentralized organization. They will 
have excellent project management and 
communications skills, energy and vitality, 

and a personal commitment to conservation. 


internal running of the organization 


Requests for further information, and subsequent applications, in the form of a comprehensive CV and 
covering letter including remuneration details, should be made to: Anna Hempsall, Heidrick & Struggles 
International Inc., Consultants in Executive Search, 100 Piccadilly, London WIV 9FN. 

Email: annahempsall@h-s.com Closing date for applications is 21 September 2001. 








DIRECTOR OF ECONOMICS AND OPERATIONAL RESEARCH 


Up to £100,000 London 


The Department of 

Health touches the lives of all of us, with its 

responsibilities for promoting and protecting the health of 

the nation. Through the NHS and local social services it employs Europe's 

largest workforce, dedicated to the highest standards of care. The Government's NHS 

Pian sets challenging targets and objectives aimed at creating a better quality Health Service for 
patients now and in the future 


For an outstanding Analyst there is now an exciting opportunity to improve the efficiency and effectiveness of these 
services by leading the Department's Economics and Operational Research Division (EOR). The Director leads a team of over 
50 economists and operational researchers and is accountable to the Director of Research, Analysis and information. 


THE ROLE 


* Personally supporting Ministers and Departmental Board Members 


THE PERSON 

* Professionally trained analyst with postgraduate qualifications 
* Ensuring provision of high quality economic advice and operational research and/or significant research experience 
analysis across the department At least 10 years’ expenence as a protessional economust with a record of 
* Anticipating future needs for economic advice and analysis applying micro and macro pnnciples to a range of policy issues 
* Recruiting and developing economic and operational research staff .* Sound knowledge of the health service 

Contnbuting to organisational learning and improved decision making © Ability to “market” economic approaches and analytical ideas 

Representing the Department in international fora * Experience in the selection, development and management of professional staff 
Supporting integrated analytical working across the Department * An energetic and inspirational individual 


¢ Experience of health economics would be a distinct advantage 


This post is offered on a full-time permanent basis, but secondment, part-time and job share will also be considered. A higher salary may be available for an exceptional 
candidate. Relocation expenses may also be available 


For an informal discussion about this role, please telephone Flavella Fielding on 020 7562 1606 or email her at flavellaf@centrepointgroup.co.uk 
For further written details and an application form, please contact Siobhan Markey (our representative at CPG, our retained consultancy) on 
020 7562 1653, fax 020 7588 8013, email her at dh@centrepointgroup.co.uk or write to CPG, 16 St Helens Place, London EC3A 6DP, quoting reference 138. 


The closing date for applications is Friday 28th September 2001 


The Department aims to be a modern and equitable employer. We recognise and 


Department encourage the potential of diverse applications and appoint on merit 
of Health 
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UNIVERSITY of CAMBRIDGE 
Local Examinations Syndicate 


Chief Executive 


The Syndicate intends to appoint a Chief Executive with effect from April 2002 following the retirement of Dr 
Michael Halstead. 


The UCLES Group is a leading international examinations body with a current annual turnover of around £100 
million, providing a wide range of academic, English as a foreign language, vocational and skills based 
qualifications in over 150 countries. The Chief Executive is accountable for the operation of the UCLES Group 
which, as part of the University of Cambridge, has exempt charitable status. In the UK it operates through its 
wholly-owned subsidiary, OCR. The Chief Executive will have proven extensive senior management experience 
in relevant, complex organisations. S/he will be entrepreneurial and innovative in developing new products, 
processes and markets. S/he will display a high degree of business acumen, clarity of strategic vision and an ability 
to relate the operation of the UCLES Group to the activities of the University. 


The salary will be a sum in excess of £100k, to be negotiated. 


Further information is available from the Registrary, The Old Schools, Cambridge CB2 1TN (tel: 01223 332200, fax: 
01223 332332, e-mail: registrary@admin.cam.ac.uk). 


The closing date for applications is Friday 21 September 2001. 


The University is committed to equality of opportunity 


AFRICAN DEVELOPMENT BANK 


The AFRICAN DEVELOPMENT BANK is the premier pan-African development finance institution established in 1964 to foster economic 
¢/ growth and social progress in Africa. The Bank is owned by 77 member states in Africa, Europe, Asia, and the Americas. It is based in 
A l $ Abidjan, Côte d'Ivoire, West Africa, Nationals of member countries are invited to apply for the following positions. 
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PRINCIPAL GENERAL POLICY ECONOMIST — CENTRAL OPERATIONS DEPARTMENT (Ref.: VN.ADB/01/056) 


Under the general supervision of the Division Manager, the incumbent will: Prepare Bank Group sectoral and non sectoral policies, 
guidelines and procedures to guide Bank operational activities; provide professional leadership, assistance and guidance on the economics 
of investment operations and quality of analytical techniques; participate in the preparation, production and distribution of the Bank Group 
Operations Manual ; participate in the training, orientation and dissemination of the Bank Group Operations Manual to staff members and 
other users of the manual from RMCs; coordinate with other Multilateral Development Banks (MDBs) on issues of Common interest 
concerning the operations Manual ; develop, revise and monitor implementation of non-sector specific policies, guidelines, procedures and 
criteria to guide the identification, design and implementation of Bank Group projects and programs in Regional Member Countries (RMCs); 
coordinate the preparation of Bank Group strategy position documents which aim at fostering implementation of the Bank Group's 
operational activities; review operational documents and provide policy advice and assistance to operations staff in order to ensure that 
lending operations are in line with the Bank Group’s policies/strategies; coordinate policy formulation and implementation with international 
development institutions; represent the Bank Group in international fora to discuss various development strategies with a view to building 
consensus on effective strategies to adopt in addressing issues of social progress and poverty in Africa. 

Qualifications : at least a Masters degree (Ph.D. preferred) in Economics or related field; at least six (6) years field experience with particular 
emphasis on welfare economics, public finance and development planning 


General Requirements: Ability to communicate and write effectively in English and/or French, with good working knowledge of the other 
language; Familiarity with modern software applications. The Bank offers an internationally competitive salary and attractive benefits 
package. Applications with complete curriculum vitae (please indicate date of birth & nationality) in French or English must be sent by 28 
SEPTEMBER 2001 to the address indicated below. Women are encouraged to apply. 


Division Manager 
Recruitment and Staff Development Division 
African Development Bank 
01 B.P. 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX (225) 20.20.49.43 ADB Homepage: http://www.afdb.org — E-mail:recruit@afdb.org 
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Executive Focus 


CESifo 


The CESifo Corporation is a platform for international economic research 
founded jointly by the Ludwig-Maximilians University Munich and the Ifo 
Institute for Economic Research, It commands one of the largest research 
networks in economics, hosts a large number of economic conferences, 
publishes books, journals and working papers, and tenders research 
contracts. 


By | November 2001, CESifo wants to fill the position of 


The Munich Society for the 
Promotion of Economic 
Research 


Managing Director. 


The Managing Director will hold a key position in the management structure 
of the CES-if-o Corporation. He/she will support the President in strategic 
planning and co-ordinate the various tasks of CESifo. Primary 
responsibilities will include the organisation of high-level economics 
conferences, the strategic alignment and co-ordination of research network 
activities, and the planning and supervision of research projects. 


To fill this demanding new position we are looking for an economist with a 
Ph.D. who is seriously interested in science management, has international 
experience and a good knowledge of the economics field. Communication 
skills, the ability to work under pressure and a confident manner are 
expected, as well as fluent English and a good level of German. Professional 
experience in science management would be an advantage. 


The salary is based on BAT Ib (public service pay scale) which, depending 
on age and marital status, presently corresponds to ca. DEM 90,000. 
Supplementary retirement benefits will also be paid. 


Applications should be sent to: 
Professor Hans-Werner Sinn, CESifo GmbH, Poschingerstr. 5, D-81679 
Munich, Germany. Sinn@CESifo.de; www.CESifo.de 





To meet the growing demand for its services in the field, GTZ is seeking for 
upcoming projects in 


Mediterranean, Central and Eastern European Countries, Russia and Central Asia 


Senior Advisors/Consultants 


specialised in 
W Environmental policy 


+ Environmental policy advice incl. organsational 
and institutional restructuring 

+ Environmental legal drafting 

+ Implementation of international conventions 

¢ Strategic planning of sustainable development 

* Design and implementation of environmental 
programmes and action plans 

+ Resource management and eco-tourism 

+ International standards, incl. training measures 

. Education, communication, and awareness raising 

+ NGO participation 

* Environmental reporting, data management, 
and IT-support 


@ Water and waste management 


* Water-supply and sewage purification 
* Sanitary measures 

* Water management, incl. river control and monitoring 
. Waste management 

. Emergency response plans 

e Water policy and legislation 

* Cross-border water management and legislation 


Qualification: EU national with greed in English or French; working ence 
in transition countries; Russian highly desirable. The ability to in inter- 
disciplinary teams and excellent Plone skills are also essential, Experience in 
staff training of partner institutions would be a valuable asset. 
GTZ (Deutsche Gesellschaft fiir Technische 


E Ecological 
efficiency in the 
economy 


* Environmental protection in 
industry, urban and rural areas 

* Environmental manage- 
ment on municipal and 
company level 

* Energy efficiency 

* Eco-audit, Eco-balance, 
Environmental economics 

* Environmental standards 

* Climate protection 

* Adapted and environmen- 
tally friendly technologies 

+ Renewable energy 


it) GmbH operates glo- 
bally on behalf of the German Government as well as other governments and inter- 
national donors, assisting and advising on the implementation of technical 
assistance projects in transition and developing countries. 


Application: Please send a detailed resume to 
Susanne Schuessier, Deutsche Gesellschaft für 
Technische Zusammenarbeit (GTZ) GmbH, Postfach 
5180, 65726 Eschborn, Germany, Fax +49 6196 797450, 
e-mail dg- team|@gtz.de, quoting reference S200. 
http://www.gtz.de 


DERIVATIVES ACCOUNTING OFFICER 


The International Finance Corporation (IFC), a member of the 
World Bank Group, is the largest provider of financing to the 
private sector in developing countries, IFC is using derivatives 
extensively for its sophisticated Treasury activities. Due to the 
recent promulgation of new and complex accounting standards 
for derivative instruments, the Controller's department is seeking 
professionals to work in this rapidly changing environment. 


Responsibilities: Work closely with Treasury, Risk Management, 


and Accounting Policy personnel to ensure IFC’s compliance with 


US and international accounting pronouncements on accounting 
for derivatives and hedging activities; analyze new treasury, loan, 
and equity investment transactions according to derivatives 
accounting pronouncements including identification of 
embedded derivatives and hedging relationships; identify, review, 
and oversee the application of suitable valuation models; analyze 
and report the effects of derivatives accounting compliance in 
IFC's financial statements; and develop and maintain procedures 
concerning reporting of derivatives accounting compliance. 


Requirements: Advanced degree in accounting or finance 
and/or professional certification (CFA, CMA, CPA, CA, etc.) 
with a minimum of 5 years direct, relevant experience in 
derivatives in an international public accounting/audit firm 
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and/or financial institution setting. In-depth knowledge of and 
experience with Statement of Financial Accounting Standards 

No. 133 specifically and US GAAP generally as applied to 
complex financial instruments is essential, Proficiency in 
information systems development. Experience with valuation 
techniques for complex financial instruments. Knowledge of IAS 
39 is a plus. Possession of strong interpersonal skills needed 

to operate in a multi-disciplinary environment. 


IFC offers challenging opportunities at its Headquarters in 
Washington, DC. Salary and benefits are internationally 
competitive. Interested candidates should apply online at: 

www. iic.org/careers, vacancy page by September 18, 2001; 
and indicate they are applying for Vacancy ID # EAO0908 

in the field indicated. No phone calls, paper mail, or faxes 
please. All applications will be treated in the strictest confidence. 


Please visit www.ifc.org for more information. 


INTERNATIONAL FINANCE CORPORATION 
A Member of the World Bank Group 
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gsi THE AFRICAN VIRTUAL UNIVERSITY (AVU) 


Education for the Knowledge Age 


Chief Executive Officer 


The African Virtual University (AVU) is a technology-based distance 
education network, established to solve the urgent arr A of inadequate 
higher educational resources in sub-Saharan Africa, especially in the fields of 
science and engineering. Following its successful two-year pilot, the Board 
of AVU now wishes to appoint a CEO to lead the new organisation. The CEO 
will be based at AVU headquarters in Nairobi, Kenya. 


Duties will include providing direction, leadership and day-to-day 
management to implement strategic goals and objectives of thë organisation, 


Academic qualifications, work experience and the stature to command 
credibility among AVU's stakeholders — academic, business community and 
governments in sub-Saharan Africa, as well as among international donors 
are minimum requirements. Equally important are strong leadership, 
organisational and communication skills with the ability to develop and 
manage an innovative African educational organisation. You should be 
high’y knowledgeable about the educational and business environment in 
sub-Saharan Africa and have a passion for education and the use of 
technology to further development in Africa. Visit the Web site below for full 
details and how to apply. 


www.avu.org 


You may also respond to Heidrick & Struggles by contacting 
Brian Khumalo in Johannesburg, South Africa at bkh@h-s.com, 
telefax +27 11 685 6999 and/or Nancy Nichols in New York, USA at 
nsn@h-s.com, telefax +1 212 370 9035. Closing date for applications: 
12 October 2001. 


HEIDRICK & STRUGGLES 


Consultants in Executive Search 





INDIA TODAY, the largest and most 
influential weekly newsmagazine in 
South Asia, is bringing together the 
world’s most respected names to 
discuss and map the strategic, 
geopolitical future of India in 
relation to the world. 

ts Indian and world leaders in public 
affairs, business and research have 
been invited to address the Conclave. 


INDIA 


TODAY 


UUNCLAD 


NDIA TOMORROW 200; 


CONFIRMED SPEAKERS (Partial list) 


INDIA TODAY encourages top CEOs, 
strategists and public officials around 
the world to join this unprecedented, 
exclusive meeting of peers, forge com- 
mon interests for the Indian century and 
build profitable relationships. 











PRESIDENT 
YESHIVA UNIVERSITY 


NEW YORK, NEW YORK 


The Board of Trustees of Yeshiva University invites nominations and applications of quali- 
fied individuals to succeed Dr. Norman Lamm, President of Yeshiva University, and of its 
affiliate, Rabbi Isaac Elchanan Theological Seminary. After 25 years of successful leadership, 
Dr. Lamm has announced his retirement effective August 31, 2002. 


Of the 3,000 plus colleges and universities in the United States, only one - Yeshiva University 
- is both a preeminent, world-class research university and the leading center for Jewish 
studies in North America. As a research university, Yeshiva strives for excellence and diver- 
sity in the pursuit of the liberal arts and sciences and professional education. As a center for 
Jewish studies, Yeshiva is committed to a love of learning for its own sake and to the creative 
flourishing of an educated community. The University’s mission expresses its confidence that 
the best of the heritage of contemporary civilization — in its scientific, humanistic and artistic 
manifestations - is in harmony with the traditions of Jewish law, philosophy and life that have 
sustained the Jewish people for more than 3,500 years. 


From its beginnings in 1886, Yeshiva has evolved into a multifaceted center for teaching and 
research with facilities on four New York City campuses. The University and its affiliates 
comprise some 17 undergraduate, graduate and post-graduate schools and divisions, including 
the world-renowned Albert Einstein College of Medicine, the highly respected Benjamin N 

Cardozo School of Law, and the outstanding Rabbi Isaac Elchanan Theological Seminary 

The University enrolls nearly 7,000 students, including those studying in the State of Israel 

Currently, Yeshiva is in the first year of a five-year $400 million capital campaign, of which 
commitments for more than half of that goal already have been received. Additional informa- 
tion is available at: www. yu.edu. 


The University seeks as its new President a person of high intellectual distinction with proven 
qualities of leadership, a devotion to excellence in education and research, a dedication to the 
ideals, values and mission of this distinctive University, and the capacity to guide a complex 
institution in the 21" century. 

Nominations and expressions of personal interest, which will be accepted until a new Presi- 
dent is selected, should be forwarded in confidence to: Ann P. Kern, Managing 

Director, Korn/Ferry international, 200 Park Avenue, 37” Floor, Dept YU-E, New 
York, New York 10166. Fax: (212) 983-0124. E-mail (preferred): 
anita.rosen@kornferry.com 


Yeshiva University is an Equal Opportunity Employer 





ENERGY ECONOMIST 


The World Bank is seeking an Energy Economist (Senior or Lead) 

to join the Oil, Gas and Chemicals Department, Global Products 
Group. The position is for a seasoned energy economist in the Policy 
Division to work on reform and regulation in the oil and gas sector. 
The Oil, Gas and Chemicals Department is a joint Bank/ International 
Finance Corporation department. The department comprises the Policy 
Division and three transactions divisions. 


Responsibilities: The chosen candidate will provide operational 
support, technical guidance, and policy advice in sector reform 
and establishment of proper regulatory frameworks, and conduct 
analytical work on methods for strengthening the efficacy of reform 
policy and its relation to poverty alleviation. 


Requirements: A Ph.D. in economics with at least 5 years of working 
experience in energy economics, particularly on issues related to oil 
and gas sector reform and regulation; demonstrated outstanding 
analytical skills in microeconomics; strong written and verbal 
communication skills; and proven team orientation. 


The World Bank offers an internationally competitive compensation 
package including expatriate benefits. Qualified candidates should send 
a detailed curriculum vitae and a cover letter to: Ms. Ludmila 
Melnikova, The World Bank, F8K-801, 1818 H Street NW, Washington, 


Al Gore, Vice-President Jaswant Singh, Minister for External Affairs & 





DC, USA 20433; Fax (202) 522-0395 or Email: EEOGC@worldbank.org 


Unites States of America | 1945-20001) Defence. Indis nas Sep : : - r t 

LK Advani. Minister of Home Affairs. India Yashwant Sinha, Minister of Finunce. ladie by a tember 21, 2001 \ All applications will be treated in the strictest 
Benazir Bhutto. Former Prime Minister, Pakistan Stanley Fischer, First Deputy confidence. Due to the volume of applications, we regret we are able 
Supachai Panitchpakdi, Director General Managing Director, IME to contact only short-listed candidates. NO PHONE CALLS PLEASE. 


designate, WTO Rajat Gupta, Managing Director, McKinsey & Co 


Conclave Details and registration information available at: 
www. indiatodayconclave.com | 
or fax Sudeep Chakravarti at (91-11) 3684858. 


BB) Wold Bank 
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The European Wind Energy Association 


CHIEF EXECUTIVE 


ple directly and indirectly, and its annual turnover now exceeds 4 billion euro. 


The European Wind Energy Association, EWEA, is the voice of the European wind ener- 
gy community, with the responsibility to promote wind energy in Europe and the world. 
EWEA deals with matters ranging from economics and EU law to engineering. environ- 
mental issues and research, currently with the accent on energy policy issues related to 


the liberalisation of European energy markets. 


We are looking for a new Chief Executive Officer (CEO) who will be responsible for 
relations with the institutions in the European Union, international bodies, other indus- 
try associations, and the international press. The association is based at the Renewable 


Energy House in Brussels, along with other renewable energy associations, 


The CEO will lead a secretariat, initially consisting of a secretary and a project manag- 
er, and manage all association's activities, with direction from the Board, The CEO will 
play a crucial role in EWEA’s policy-making. He or she will be drafting policies, obtain- 
ing board approval, and promoting and communicating the policies decided by the Board 


and the Executive Committee of EWEA. 


Candidates must have at least a masters’ degree in Economics, Law, Political Science, 
Public Administration, Engineering, or a related field with evidence of an outstanding 
academic record. The post requires excellent analytical, writing, and communications 
skills, and experience in formulating and promoting policies, Candidates must be fluent 
in English, be able to draft policy documents in English, and preferably have a working 


knowledge of French. 


More details about this post are available on the EWEA web site www.ewea org 


To apply, please send your resume by 28th September 2001 to 


Vicky Pollard, European Wind Energy Association, The Renewable Energy House, 
26 rue du Trone, B-1000 Brussels, Belgium 
ewea@ewea.org 


HUMAN RIGHTS WATCH, the inter- 
national human rights organization, is 
seeking to hire two senior-level directors: 


ees nagement teem, be 
en ~ based in our New York headquarters and 
Di 4 closely with our Executive Director. As 


a chief advocacy and campaign strategist, will coordinate a 
rowing team of global human rights advocates working on 70+ countries. 

ill strategize to enlist the influence of international and regional institutions, 
overnments, NGOs, press, private sector and the general public and serve as 
ey organizational spokesperson. REQ: Significant senior-level internation- 

al advocacy experience; excellent writing, editing, and public speaking skills in 
English (and preferably additional languages); management experience; ability 
to work well in fast-paced environment with broad range of people. Human 
Rights Watch will assist with relocation and U.S. work authorization; non-US 
citizens are encouraged to apply. 


The LONDON DIRECTOR, the senior staff member in HRW’s 
London office, will be a key public face for Human Rights Watch in the UK 
and act as our central link to the British media and government. Working 
with our advocacy and communications teams, including our Brussels office, 
will strategize to reach out to British press and policymakers to influence 
British human rights policy. Will testify in parliamentary hearings, write opin- 
jon articles, speak on television and radio and at public events, and enlist vol- 
unteers. REQ: Significant senior-level press, advocacy or policy experi- 
ence with knowledge of British press and British government's decision-mak- 
ing processes; excellent writing, editing and public speaking skills in English. 


Salaries are negotiable, depending on experience. Excellent employer-paid benefits. 


APPLY BY SEPTEMBER 28, 2001 (no calls, please) with 
cover letter, resume, references, and an unedited writing sample to: 
HUMAN RIGHTS WATCH, 350 Fifth Avenue, 34th FI., New York, 
NY 10118-3299 USA, Fax: (212) 736-1300 * Email: humanresources@hrw.org 


See the full text of these and other postings on our website: 
www.hrw.org/jobs 


ADVOCACY DIRECTOR, AMERICAS DIVISION + DEPUTY 
DIRECTOR, WOMENS RIGHTS DIVISION + LE 
INTERNATIONAL JUSTICE +- MOSCO 
* CHINA RESEARCHER -+ NY OFFICE ASSIST, 
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BRUSSELS 


Wind energy is the fastest growing industry in electricity generation with annual growth 
rates exceeding 30 per cent. The European wind industry employs more than 40,000 peo- 
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The Opportunity International Network is a global coalition of 
Christian-based organizations that, for the past 30 years, has been 
dedicated to helping those in poverty to transform their lives 
through the provision of micro enterprise financial services, We 
thirty men one mitenjote Currently serve the following regions: Africa, Central and Eastern 
Europe, India, Indonesia, Latin America and the Philippines. 


The newly established Technical Services Division is looking for three TEAM 
LEADERS to develop and lead a team of internal and external independent 
consultants who will work together to provide world-class services to our Partner 
organizations. 


Team Leader, Organizational Development will be responsible for maintaining an 
overview of the Network-wide organizational transition process, diagnosing Partners’ 
specific needs, and delivering services to meet identified needs, 


Team Leader, Banking and Lending Operations wil! be responsible for delivering 
banking practices to the highest standards across the Network. 


Team Leader, Market Research, Product Development and Marketing wil! be 
responsible for positioning the Network at the forefront of world innovation in the 
provision of micro finance and insurance products and services to the poor. 


We are also looking for a PRODUCT DEVELOPMENT MANAGER to develop 
and implement savings products that will contribute to the Network's “triple bottom 
line” of achieving: large-scale outreach to the poorest, excellent institutional financial 
performance and holistic transformation for clients. The goal is to create successful 
models that can be adapted by Opportunity Partners around the world. The initial 
focus of this position will be in Zambia and Malawi. The person hired will be 
located in one of these two countries and will travel 30-40% of the time. 


Ideal candidates will have: an advanced degree; a minimum of 10 years experience in 
their area of expertise in retail banking, regulated micro finance institutions, credit 
unions or other financial institutions; the ability to work effectively in cross-cultural 
contexts and within the Christian culture, In addition, Team Leader candidates will 
have a minimum of 5 years of international consultancy experience and have 
demonstrated the ability to manage a team. 


Interested candidates should send cover letter and resume to Laura Gates: 


recruiting @opportunity.org fax: 630-282-7471 
PO Box 3695 Oak Brook, IL 60523 


w 


The World Food Programme (WFP) is the food aid organisation of the 
United Nations system. Based in Rome, Italy, WFP provides more than 

JS$ 1.49 billion annually in development and relief assistance in 83 
countries, WFP provides assistance for about 83 million people each 
year. 


The World Food Programme of the United Nations for its Headquarters 
in Rome, Italy seeks a: 


HISTORIAN, P-5 
(OED-2001-P5-023) 


Under the general direction of the Director, OEDE, the selected candidate will be 
responsible for the following duties: 


The historian will produce, in individual or series format, publications and reviews that 
address the mandate and activities of WFP. In addition, the historian will act as an advisor 
to WFP senior staff on the identification of subjects for historical research and learning 
histories, as well as material of historical value. The historian will be responsible for 
establishing this new function within the organization, including the crafting of policy, 
guidelines, and a strategic framework for documenting events, programmes and processes 
of historical significance. The historian will play an important role in promoting a better 
understanding of the objectives of WFP and its partners, and in enhancing corporate 
memory, knowledge and learning. 


The successful candidate will have an advanced university degree in a relevant discipline 
(e.g. history, international relations, political science), and at least 10 years of progressively 
responsible post-graduate professional experience in an academic institution or as an 
organization historian. Excellent analytical, conceptual, communication and English 
writing skills, with a track record of sound historical publications are expected, as is a good 
understanding of international relations and foreign policy decision-making. A working 
knowledge of the UN system, of WFP. and of food aid - including current issues affecting 
emergency and recovery programmes worldwide - is desirable. 


Please send a detailed CV (quoting VA No, OED-2001-P5-023) in the format prescribed on 
WFP's website (www.wfp.org/vacancies), left justified, text only, in English in one of the 
following ways: 


l. By e-mail to Prof.vacancy @ wfp.org. (the resume should be inserted in the message 
and not sent as an attachment), 
or 
Send the original resume by mail to HROI, Human Resources Recruitment, Room 4 
Y 69 World Food Programme, Via Cesare Giulio Viola 68, 00148 Rome, Italy. 


WFP. as part of the United Nations Common System offers competitive international 
salaries, benefits and allowances, 
Deadline for applications is: 2 October 2001. 
Only shortlisted candidates will be acknowledged. 





Who’s wearing the trousers? 


It is claimed that consumers are being manipulated by big corporations and their 


brands. Quite the contrary 


RANDS are in the dock, accused of all 

sorts of mischief, from threatening our 
health and destroying our environment to 
corrupting our children. Brands are so 
powerful, it is alleged, that they seduce us 
to look alike, eat alike and be alike. At the 
same time, they are spiritually empty, 
gradually (and almost subliminally) un- 
dermining our moral values. 

This grim picture has been popularised 
by a glut of anti-branding books, ranging 
from Eric Schlosser’s “Fast Food Nation” 
and Robert Frank’s “Luxury Fever” to “The 
World is Not for Sale” by Francois Dufour 
and José Bové—a French farmer who is 
best known for vandalising a McDonald's 
restaurant. The argument has, however, 
been most forcefully articulated in Naomi 
Klein’s book “No Logo: Taking Aim at the 
Brand Bullies”. 

Not since Vance Packard’s 1957 classic 
“The Hidden Persuaders” has one book 
stirred up so much antipathy to marketing. 
Its author has become the spokesman for a 
worldwide movement against multina- 
tionals and their insidious brands. Brit- 
ain’s Times newspaper rated her one of the 
world’s most influential people under 35. 
Published in at least seven languages, “No 
Logo” has touched a universal nerve. 

Its argument runs something like this. 
In the new global economy, brands repre- 
sent a huge portion of the value of a com- 
pany and, increasingly, its biggest source 


of profits. So companies are switching 
from producing products to marketing as- 
pirations, images and lifestyles. They are 
trying to become weightless, shedding 
physical assets by shifting production 
from their own factories in the first world 
to other people's in the third. 

These image mongers offer “a Barbie 
world for adults” says Ms Klein, integrat- 
ing their brands so fully into our lives that 
they cocoon us in a “brandscape”. No 
space is untouched: schools, sports stars 
and even youth identity are all being co- 
opted by brands. “Powerful brands no lon- 
ger just advertise in a magazine, they con- 
trol its content,” says Ms Klein. 

Now they are the target of a backlash. A 
new generation of activists is rising up and 
attacking, not governments or ideologies 
but brands, directly and often violently. 
Coca-Cola, Wal-Mart and McDonald's 
have been rounded on over issues ranging 
from racism to child labour to advertising 
in schools. 


Less a product, more a way of life 

In one sense it is easy to understand why 
Ms Klein and her camp feel as they do. The 
word “brand” is everywhere, to the point 
where Disney chairman Michael Eisner 
calls the term “overused, sterile and un- 
imaginative”. Products, people, countries 
and companies are all racing to turn them- 
selves into brands—to make their image 





more likeable and understandable. British 
Airways did it. Target and Tesco are doing 
it, while people from Martha Stewart to 
Madonna are branding themselves. Brit- 
ain tried to become a brand with its “Cool 
Britannia” slogan, and Wally Olins, a cor- 
porate-identity consultant and co-founder 
of Wolff Olins, a consultancy, even wants 
to have a crack at branding the European 
Union. 

At the very least, Ms Klein overstates 
the case. Brands are not as powerful as 
their opponents allege, nor is the public as 
easily manipulated. The reality is more 
complicated. Indeed, many of the estab- 
lished brands that top the league tables are 
in trouble, losing customer loyalty and 
value. Annual tables of the world’s top ten 
brands used to change very little from year 
to year. Names such as Kellogg’s, Kodak, 
Marlboro and Nescafé appeared with al- 
most monotonous regularity. Now, none 
of these names is in the top ten. Kellogg’s, 
second less than a decade ago, languishes 
at 39th in the latest league table produced 
by Interbrand, a brand consultancy. 

Of the 74 brands that appear in the top 
100 rankings in both of the past two years, 
41 declined in value between 2000 and 
2001, while the combined value of the 74 
fell by $49 billion—to an estimated $852 bil- 
lion, a drop of more than 5%. Brands fall 
from grace and newer, nimbler ones re- 
place them. 

Meanwhile, consumers have become 
more fickle. A study of American lifestyles - 
by DDB, an advertising agency, found that 
the percentage of consumers between the 
ages of 20 and 29 who said that they stuck 
to well-known brands fell from 66% in 1975 
to 59% in 2000. The bigger surprise, 
though, was that the percentage in the 
60-69 age bracket who said that they re- 
mained loyal to well-known brands fell >» 


v 
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over the same period, from 86% to 59%. Itis 
not only the young who flit from brand to 
brand. Every age group, it seems, is more or 
less equally disloyal. The result is that 
many of the world’s biggest brands are 
struggling. If they are making more and 
more noise, it is out of desperation. 

As they move from merely validating 
products to encapsulating whole lifestyles, 
brands are evolving a growing social di- 
mension. In the developed world, they are 
seen by some to have expanded into the 
vacuum left by the decline of organised re- 
ligion. But this has made brands—and the 
multinationals that are increasingly identi- 
fied with them—not more powerful, but 
more vulnerable. Consumers will tolerate 
a lousy product for far longer than they 
will tolerate a lousy lifestyle. 


Brands past 

Historically, building a brand was rather 
simple. A logo was a straightforward guar- 
antee of quality and consistency, or it was 
a signal that a product was something 
new. For that, consumers were, quite ratio- 
nally, prepared to pay a premium. “Brands 
were the first piece of consumer protec- 
tion,” says Jeremy Bullmore, a long-time 
director of J. Walter Thompson, an ad- 
vertising agency. “You knew where to go if 
you had a complaint.” Even the central 
planners in the old Soviet Union had to es- 
tablish “production marks” to stop manu- 
facturers cutting corners on quality. 

Brands also helped consumers to buy 
efficiently. As Unilever’s chairman Niall 
FitzGerald points out: “A brand is a store- 
house of trust. That matters more and 
more as choices multiply. People want to 
simplify their lives.” 

This implicit trade-off was efficient and 
profitable for companies too. Building a 
brand nationally required little more than 
an occasional advertisement on a handful 
of television or radio stations showing 
how the product tasted better or drove 
faster. There was little regulation. It was 
easy for brands such as Coca-Cola, Kodak 
and Marlboro to become hugely powerful. 
Because shopping was still a local busi- 
ness and competition limited, a successful 
brand could maintain its lead and high 
prices for years. A strong brand acted as an 
effective barrier to entry for others. 

In western markets, over time, brand 
building became much trickier. As stan- 
dards of manufacturing rose, it became 
harder for firms to differentiate on quality 
alone and so to charge a premium price. 
This was particularly true of packaged 
goods like food: branded manufacturers 
lost market share to retailers’ own brands, 
which consumers learned to trust. 

Nor were traditional branded products 
any longer the only choice in town. As 
shoppers became more mobile and dis- 
covered more places to buy, including on- 
line websites, they switched products 


more often. Brands now face competition 
from the most unexpected quarters, says 
Rita Clifton, chief executive of Interbrand: 
“If you were a soap-powder company 
years ago, your competition would come 
from the same industry and probably the 
same country. Now it could be anyone. 
Who'd have thought that Virgin would sell 
mobile phones, Versace run hotels or 
Tesco sell banking services?” 

Even truly innovative products can no 
longer expect to keep the market to them- 
selves for long. Gillette spent $750m and 
seven years developing its three-bladed 
Mach 3 men’s razor, for which it charged a 
fat premium. But only months later it was 
trumped by Asda, a British supermarket 
that came out with its own version for a 
fraction of the price. 

Consumers are now bombarded with 
choices. They are “commercials veterans”, 
inundated with up to 1,500 pitches a day. 
Far from being gullible and easily manipu- 


Even the strongest brands can crumble 


lated, they are cynical about marketing 
and less responsive to entreaties to buy. 
“Consumers are like roaches,” say Jona- 
than Bond and Richard Kirshenbaum in 
their book “Under the Radar—Talking to 
Today’s Cynical Consumer”. “We spray 
them with marketing, and for a time it 
works. Then, inevitably, they develop an 
immunity, a resistance.” 

Some of the most cynical consumers, 
say the authors, are the young. Nearly half 
of all American college students have 
taken marketing courses and “know the 
enemy”. For them, “shooting down ad- 
vertising has become a kind of sport.” 

Consumers are also harder to reach. 
They are busier, more distracted and have 
more media to choose from. And they lead 
lives that are more complicated and less 
predictable. A detergent can no longer 
count on its core consumer being a white 
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housewife. Against this background, it has 
never been harder to develop or even just 
sustain a brand. Coca-Cola, Gillette and 
Nike are prominent examples of the many 
that are struggling to increase volumes, 
raise prices and boost margins. 


Marketing mistakes 

Marketers have to take some of the blame. 
While consumers have changed beyond 
recognition, marketing has not. Elliott Et- 
tenberg, author of a forthcoming book on 
the decline of marketing says: “Everything 
else has been reinvented—distribution, 
new product development, the supply 
chain. But marketing is stuck in the past.” 
Even in America, home to nine of the 
world’s ten most valuable brands, it can be 
a shockingly old-fashioned business. Mar- 
keting theory is still largely based on the 
days when Procter & Gamble’s brands 
dominated America, and its advertising 
agencies wrote the rules. Those rules fo- 
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cused on the product and where to sell it, 
not the customer. 

The new marketing approach is to 
build a brand not a product—to sell a life- 
style or a personality, to appeal to emo- 
tions. But this requires a far greater under- 
standing of human psychology. It is a 
much harder task than describing the vir- 
tues of a product. 

Sweden’s Absolut Vodka, one of the 
world’s biggest spirits brands, demon- 
strates this well. Its clever, simple ads fea- 
turing its now famous clear bottle were 
dreamt up long before the vodka was fer- 
mented. Goran Lundqvist, the company’s 
president, says that Absolut’s wit, rather 
than its taste, is the reason for the spirit’s 
success: “Absolut is a personality,” he 
claims. “We like certain people, but some 
people are just more fun and interesting.” 
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Other products have also succeeded in » 





> touching the emotions. Fans of Ben & 
Jerry's ice cream, for example, think that it 
is hip for its ethical stance, while many 
Harley Davidson owners are literally in 
love with their machines. 

The trouble is that most marketers have 
to struggle to create such feelings for their 
brands. Many firms, most notably banks, 
mistake inertia for liking. Others, such as 
Coca-Cola and McDonald’s, complacent 
from past success, find it difficult to admit 
that their customers are drifting away to 
newer Offerings. Yet others, panicking that 
they need to do something, reinvent them- 
selves and unwittingly lose the essence of 
their appeal. Old-fashioned market-re- 
search methods help explain such mis- 
takes. Focus groups, for example, are poor 
at rooting out the real reasons why people 
like brands, but they are still heavily used. 

The attempt by brands to adopta social 
component-—to embrace a lifestyle—is giv- 
ing consumers a lever to influence the be- 
haviour of the companies that stand be- 
hind them. The “No Logo” proponents are 
correct that brands are a conduit through 
which influence flows between compa- 
nies and consumers. But far more often, it 
is consumers that dictate to companies 
and ultimately decide their fate, rather 
than the other way round. Think of the 
failure of such high-profile product 
launches as “New Coke”; the disastrous ef- 
fect on Hoover of a badly-designed sales 
promotion in Britain a few years ago; or the 
boycott of genetically modified foods by 
Europe’s consumers. 

The Internet also provides some telling 
examples. Dotcoms such as Webvan and 
Kozmo were lauded for the speed with 
which they built their brands. Uncon- 
strained by the need to make profits, how- 
ever, such companies built customer loy- 
alty artificially. Once business reality 
returned, they were revealed as unsustain- 
able promises. Consumers, it turned out, 
were not gullible. As Mr Olins says: “Is the 
brand immoral, can it get us to do things 
we don’t want to? No. When we like a 
brand we manifest our loyalty in cash. If 
we don’t like it, we walk away. Customers 
are in charge.” 


Levers for lifting standards 

The truth is that people like brands. They 
not only simplify choices and guarantee 
quality, but they add fun and interest. “In 
technocratic and colourless times, brands 
bring warmth, familiarity and trust,” says 
Peter Brabeck, boss of Nestlé. They also 
have a cultish quality that creates a sense 
of belonging. “In an irreligious world, 
brands provide us with beliefs,” says Mr 
Olins. “They define who we are and signal 
our affiliations.” 

Jim McDowell, head of marketing at 
BMW North America, says that when 
young people visit a 3Com-sponsored 
baseball stadium or a Continental Air- 
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Can a billion buyers be bamboozled? 


lines’ hockey arena, they realise that 
“some of the best things they have ever ex- 
perienced have come through brands.” 

Since brands and their corporate par- 
ents are becoming ever more entwined— 
both in the public perception and com- 
mercial reality—it follows that consumers 
can increasingly influence the behaviour 
of companies. Arrogance, greed and hy- 
pocrisy are swiftly punished. Popular out- 
rage forced Shell to retreat over the scrap- 
ping of its Brent Spar oil platform and its 
activities in Nigeria. Nike has had to re- 
vamp its whole supply chain after being 
accused of running sweatshops. 

Even mighty Coca-Cola has been hum- 
bled. Told of a contamination incident in 
Belgium, its then-boss, Doug Ivester, is said 
to have dismissed it with the comment: 
“Where the fuck is Belgium?” A few 
months later, after a mishandled public- 
relations exercise that cost Coke sales 
across Europe, he was fired. “It is absurd to 
say that brands can be too powerful,” con- 


Cheer up. It can’t last 





cludes Interbrand’s Ms Clifton. “Brands are 
the ultimate accountable institution. If 
people fall out of love with your brand, 
you go out of business.” 

This ultimately makes brands highly ef- 
fective tools through which to bring about 
change. Rafael Gomez, professor of mar- 
keting at the London School of Economics, 
points out that companies like Nike have 
been forced to invest heavily in improving 
their manufacturing standards in order to 
protect their brands. World Bank studies 
show that brands have been a boon for de- 
veloping economies, because it is the 
branded multinationals that pay the best 
wages and have the best working condi- 
tions. Those countries that are more open 
to trade and foreign investment, such as 
the Asian tigers, have shown faster in- 
creases in living standards than relatively 
closed countries such as much of Africa. 

Brands of the future will have to stand 
not only for product quality and a desir- 
able image. They will also have to signal 
something wholesome about the com- 
pany behind the brand. “The next big thing 
in brands is social responsibility,” says Mr 
Olins, “It will be clever to say there is noth- 
ing different about our product or price, 
but we behave well.” Far from being evil, 
brands are becoming an effective weapon 
for holding even the largest global corpora- 
tions to account. If we do not use them for 
that purpose, as Mr Olins puts it, “we are 
lazy and indifferent and we deserve what 
we get.” 

Fittingly, brands will then have come 
full circle. The founders of some of the 
world’s oldest—Hershey, Disney, Cadbury 
and Boots, for example—devoted their 
lives and company profits to social im- 
provements, to building spacious towns, 
better schools and bigger hospitals. The 
difference in the future will be that it will 
be consumers, not philanthropists, who 
will dictate the social agenda. & 











Japan 


Reform on hold 


TOKYO 


Junichiro Koizumi flounders as the economy worsens 


N AUTUMN of reform is what Juni- 
chiro Koizumi promised Japan’s des- 
perate voters. Yet two weeks after the new 
prime minister returned from his holidays 
in the cool of the mountains, there is no 
sign that one is on the way. Like so many of 
his predecessors, Mr Koizumi seems to be 
gently subsiding into Japan's familiar po- 
litical quicksand. 

Central reforms are being abandoned, 
say his critics, or neutered. In anticipation 
of a mountain of legislation, the Diet (par- 
liament) was supposed to have recon- 
vened in August. Now, it will not start 
work until the end of September. There is 
still no word from Mr Koizumi about his 
policy priorities, despite a promise that he 
would draw up a list by August. The stock- 
market is plunging, the banks are weaken- 
ing by the day and the economic recession 
deepens. But half of the government's 
most crucial ministers are travelling 
abroad. As for Mr Koizumi himself, he is 
holed up in his official residence, say politi- 
cal gossips, listening to opera. 

Something Wagnerian would go well 
with the terrible news outside. Big export- 
ers, like Hitachi and Toshiba, are announc- 
ing huge layoffs. Small-firm confidence 
continues to plunge. Output is falling rap- 
idly and deflation is deepening. Statistics 


due out on September 7th may, it is feared, 
show that between April and June the 
economy shrank by 4% or more at an an- 
nualised rate. With confidence in the gov- 
ernment’s policies ebbing rapidly, the 
markets are abuzz with talk of a fresh fi- 
nancial crisis. Since Mr Koizumi’s return to 
Tokyo, the stockmarket has fallen by 
nearly 10%, a drop so far interrupted only 
by hopeful rumours that Hakuo Yanagi- 
sawa, Mr Koizumi’s minister in charge of 
the bank clean-up, will soon resign. 

Mr Yanagisawa is now Mr Koizumi’s 
number-one problem. Mr Koizumi went to 
the voters before the election in July for Ja- 
pan’s upper house with a promise to clean 
up the banks within two to three years. But 
the plan for doing so that Mr Yanagisawa 
has been touting round Europe and Amer- 
ica this week looks almost identical to the 
one he drew up in April, under the discred- 
ited administration of Yoshiro Mori. The 
markets condemned it at the time. Not sur- 
prisingly, they are passing the same judg- 
ment now. 

At the heart of the matter lies the fact 
that no one believes the government's fig- 
ures for the amount of bank loans that 
could turn sour. Goldman Sachs, an Amer- 
ican investment bank, thinks the true 
number may be an eye-popping ¥170 tril- 
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lion ($1.4 trillion), seven times the official 
figure. By pushing bank shares ever lower, 
the markets are saying that the banks are 
short of capital and need public money. 
But Mr Yanagisawa will not countenance 
that. His staff are back in siege mentality, 
railing at Goldman Sachs and suchlike and 
furious with the ıMmF, whose request last 
week to inspect Japan's financial system 
got a dusty response. 

Even by Japanese standards, Mr Koi- 
zumi has shown himself to be remarkably 
insensitive to these market signals. It took 
him a whole week to “correct” Mr Yanagi- 
sawa’'s all-too-honest gaffe that it would 
take not three years but seven to clean up 
the banks, by which time the damage had 
been done. Among cabinet members, only 
Heizo Takenaka, Mr Koizumi's economics 
minister, retains the confidence of the mar- 
kets. But Mr Takenaka is an academic econ- 
omist, and is not faring well among the in- 
siders of Nagatacho, Tokyo's political 
district. Mr Takenaka wants Mr Yanagi- 
sawa sacked. But Mr Yanagisawa has far 
more political clout 

Damaging cabinet divisions are ap- 
pearing elsewhere. Despite the awful 
economic news, Mr Koizumi is still trying 
to push ahead with his dubious plan to 
tighten government spending. In fact, as 
cabinet heavyweights like Takeo Hira- 
numa, the economy, trade and industry 
minister, have defied the prime minister 
and called for a big emergency budget, Mr 
Koizumi has been upping the stakes. Now 
Mr Koizumi says he wants to bring forward 
his plan to cap government bond issues at 
¥30 trillion from next year to this year, 
which would tighten public finances al- 


most immediately. In recession, however, » 





> Mr Koizumi will have to issue more bonds 
simply to cover the government's tax 
shortfall. Already the Ministry of Finance 
is indicating that this year’s tax revenues 
may fall below target. 

Other battles that Mr Koizumi persists 
in fighting look less wrong-headed than 
simply irrelevant. While the banks burn, 
Mr Koizumi has been prodding his minis- 
ter in charge of public-sector reform, No- 
buteru Ishihara (also travelling abroad), to 
crack the whip over the government's 
hugely ambitious privatisation pro- 
gramme. The true scale of this task became 
a little clearer this week. Of the 74 public- 
sector corporations that Mr Koizumi wants 
abolished or privatised, the bureaucrats 
agreed to part with just four, all of which 
the government had previously ear- 
marked to get rid of anyway. 

How much of Mr Koizumi's dithering 


Australia and refugees 


Election ahoy 


SYDNEY 
John Howard’s “Pacific solution” 


AURU, a Pacific island near the equa- 

tor, has anumber of unusual features. 
It is one of the smallest countries, with no 
official capital. About 20 years ago, its 
11,000 people were among the world’s 
richest from the proceeds of the phosphate 
that made up most of Nauru’s structure. 
Most of the phosphate is gone, Nauru is no 
longer rich and the Australian mining 
companies have been replaced by Russian 
money-launderers. Now Nauru is about to 
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Not what most Australians want 


reflects a change of heart is not yet clear. 
The talk in Nagatacho is that Mr Koizumi 
has begun to cosy up to the dinosaurs of 
the Hashimoto faction in his Liberal 
Democratic Party (LDP). On the election 
trail, Mr Koizumi strongly suggested that 
he would take on these anti-reformists in a 
straight fight. His ardour cooling, say some 
LDP insiders, Mr Koizumi has become 
more interested in cutting the sorts of po- 
litical deals that would secure him a longer 
period in office. 

Most damning of all, the Hashimoto 
faction’s big cheeses no longer seem 
threatened by Mr Koizumi's reforms. Let 
Mr Koizumi labour away, is their judg- 
ment, because he is unlikely to be around 
long enough to upset things too badly. 
Whatever the reason, “Jun-chan” already 
seems a shadow of the man who led his 
party to victory in July. = 


add an even more bizarre chapter to its 
story as an unwitting pawn in the re-elec- 
tion plans of John Howard, Australia’s 
prime minister. 

Nauru is one destination (New Zealand 
is the other) to which Mr Howard has sent 
433 refugees, most of them Afghans, who 
tried to land on Christmas Island, an Aus- 
tralian dependency with a population of 
2000. They were adrift in a leaking craft 
after each paying people-smugglers in In- 
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donesia up to $20,000 to get them to Aus- 
tralia. A Norwegian freighter, the Tampa, 
rescued them on August 26th after being 
alerted to their plight by an Australian 
coastal surveillance aircraft. But the asy- 
lum-seekers never set foot in Australia. 
This week they were aboard an Australian 
naval ship heading for Papua New Guinea, 
before going on to Nauru or New Zealand, 
where their applications for asylum will 
be processed. Those categorised as “genu- 
ine” refugees are then to be resettled in a 
number of countries, including Australia. 
Mr Howard proclaimed this a “Pacific sol- 
ution”. Some others saw it differently. 

Australia’s first boat people were Brit- 
ish convicts who in 1788 landed where 
Sydney is now. Waves of arrivals have 
built modern Australia since; the most re- 
cent were refugees from Vietnam and 
China. Each wave has sparked debates 
over an old fear, embedded deep in the 
Australian psyche, about “invasion from 
the north”. Asylum-seekers from Afghani- 
stan and Iraq account for the biggest num- 
ber of refugees arriving by boat in the past 
two years. The Afghans have received 
most sympathy, escaping from a regime 
whose harshness was evident this week as 
eight foreign aid workers (two of them, as 
it happens, Australian) faced possible exe- 
cution if found guilty of trying to convert 
Muslims to Christianity. However, what- 
ever the sentiment attached to the refu- 
gees, all have gone, at least at first, to iso- 
lated detention centres in the outback. 

When the Tampa picked up the latest 
lot and ignored Australia’s request to re- 
turn them to Indonesia, Mr Howard saw 
an opportunity to beat the drum about his 
government's determination to stop the 
human tide supposedly invading Austra- 
lia’s northern coast. His coalition govern- 
ment faces an election for a third term by 
December. At the outset of the Tampa 
drama, the government was behind the 
opposition Labor Party in the opinion 
polls. The Liberal Party, which Mr Howard 
leads, was involved in a scandal over alle- 
gations about some of its branches cheat- 
ing on tax returns. The Tampa story wiped 
that off the front pages. Mr Howard's po- 
litical judgment appears to have been cor- 
rect. According to an opinion poll this 
week, 77% of Australians approve of his re- 
fusal to allow the Tampa's human cargo to 
land in Australia, even though much of the 
media have condemned him for it. 

Outsiders, too, have been critical. But as 
long as the polls continue to favour his co- 
alition, any such criticisms are unlikely to > 
trouble Mr Howard very much. He will, 
however, be anxiously awaiting the out- 
come of an application by civil-liberties 
groups to the Federal Court in Melbourne. 
They claim Australia acted illegally by re- 
fusing to accept the refugees. The court's 
decision was not expected until Septem- 
ber 7th at the earliest. m 
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China and the Koreas 


Fraternal meetings 


BEIJING 
Signs of a thaw on the Korean 
peninsula 


ORTH KOREA'S leader, Kim Jong Il, 

was up to his usual brinkmanship this 
week. This time it was a last-minute at- 
tempt to bolster the fortunes of South Ko- 
rea’s top official responsible for relations 
between the two Koreas, Lim Dong Won. A 
day before the South Korean legislature 
was due to vote on a motion of no confi- 
dence in Mr Lim for his alleged softness in 
handling the North, the government in 
Pyongyang said it hoped to resume talks 
with the South as soon as possible. 

Mr Kim’s intervention failed. On Mon- 
day the motion was passed, with the help 
of a small coalition partner of President 
Kim Dae Jung’s Millennium Democratic 
Party which voted with the opposition 
camp. On Tuesday the entire South Korean 
cabinet resigned in order to pave the way 
for a shuffle. The South’s President Kim 
will now have to deal with a fortified, and 
distinctly Pyongyang-phobic, opposition 
in his dogged efforts to pursue a “sunshine 
policy” of reconciliation with the North. 

But North Korea’s swiftly-accepted of- 
fer of talks did come in time to cast a rosy 
glow over this week’s visit to the North by 
China’s president, Jiang Zemin. China has 
been urging its ally to resume official con- 
tacts with the South, which it broke off in 
March to display its anger at President 
George Bush’s tougher line towards the 
North. Optimists see Mr Jiang’s visit, less 
than a month after an unprecedented offi- 
cial trip to Moscow by Kim Jong Il, as a sign 
that North Korea could be preparing to re- 


Thailand 


Marching back 


BANGKOK 
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Thailand’s armed forces show signs of reasserting themselves 


S MANY a Thai would ruefully ad- 
mit, the country’s powerful armed 

forces have traditionally been as con- 
cerned about internal enemies as about 
foreign threats. During the cold war, this 
meant fanning the flames of anti-com- 
munist hysteria and, every few years or 
so, shooting pro-democracy demonstra- 
tors who dared to object to the latest of 
Thailand's many coups. 

Now, almost a decade after the last 
bloody street demonstrations, Thailand 
seems to have consolidated its transition 
to democracy. But the army is gaining in 
importance again. Since Thaksin Shina- 
watra became prime minister earlier this 
year, the military reforms started by the 
former prime minister, Chuan Leekpai, 
have begun to be rolled back. On June 
3rd Thailand repealed its Communist 
Prevention and Suppression Act, a 1952 
law that gave the armed forces the right 
to combat domestic security threats. Yet 
the army now proposes that the 1952 
statute should be replaced with a new 
law that would give its men in green 
even greater powers. 

Under this new law, the armed forces 
would enjoy a sweeping mandate to 
fight drug smuggling, environmental 
degradation and a host of other pro- 
blems. They would have the right to 
search homes without a warrant, tap 
telephones and possibly hold suspects 
without a trial. 


new engagement with the South. 

Mr Jiang would be delighted to give the 
impression that China has a big role to 
play in easing tensions on the Korean pen- 
insula. But in reality China's ability to 
influence North Korean policy is limited. 
Notwithstanding the hundreds of thou- 
sands of North Koreans mobilised to greet 
Mr Jiang’s motorcade and dance for him at 
a gaudy evening performance, North Ko- 
rea feels uneasy about its much more pow- 
erful and prosperous neighbour. This was 
Mr Jiang’s first visit to the North in 11 years 
and his first ever in the seven years of Kim 
Jong II's leadership. But he spent only one 
full day there, with not even a bland joint 
statement to show for it. 

Mr Kim has a lot to thank Mr Jiang for, 
especially some of the food and fuel that 
have helped to prevent his famine-stricken 
country from collapsing. China’s fear is of 
a political meltdown in North Korea that 
could turn the current stream of North Ko- 
rean refugees into China into a torrent. For 
all their misgivings about Mr Kim’s bizarre 


The proposed new security law is 
only one sign that the army is back. Gen- 
eral Manoonkrit Roopkachorn, a former 
leader of the officers who played a ma- 
jor role in several coups, has been 
named speaker of the Senate. It is said 
that the more reform-minded army 
chief, Surayudh Chulanont, is being 
shunted out of power. General Chavalit 
Yongchaiyudh, the defence minister, has 
played an active role in the Thaksin gov- 
ernment, even proposing that the army 
should take the lead in diplomacy to- 
wards Myanmar. 

The interior minister, Purachai Pium- 
sombun, recently told reporters that he 
would like to see Thailand’s soldiers 
play a bigger role as officers of the state, 
alongside their drug-suppression duties. 
The recent influx of amphetamines into 
Thailand from Myanmar also strength- 
ens the army’s claim that it needs to step 
up its drugs role, even at the expense of 
civil liberties. 

Despite the drugs problem, most 
Thais oppose giving more power to the 
troops. Several politicians who had to 
flee into Thailand’s jungle in the 1960s 
and 1970s, when the army cracked 
down on leftists, have decried any new 
military build-up. A recent poll by Bang- 
kok’s Assumption University found that 
75% of respondents thought the new se- 
curity law would violate individual 
rights and lead to abuses of power. 


rule, the Chinese see benefit in trying to 
prop him up. Mr Jiang paid due homage to 
his host's eccentricities by visiting an os- 
trich farm. The huge enterprise on Pyon- 
gyang’s outskirts is one of Mr Kim’s pet 
projects—the idea presumably being to 
supply his starving people with lean 
steaks and exotic leather goods. 

But China does not want its ties with re- 
calcitrant North Korea to upset relations 
with more important countries—South Ko- 
rea, Japan and America. Although both 
North Korea and China have been among 
the most vocal critics of Mr Bush’s missile- 
defence programme, the Chinese this 
week said they were ready for “serious” di- 
alogue on the issue. Some onlookers be- 
lieve the Chinese will tacitly accept Ameri- 
can missile defences while the United 
States will tacitly accept China’s right to 
maintain a limited nuclear deterrent capa- 
ble of penetrating the American shield. 
“There's going to be a basic understanding, 
a wink and a nod,” says Bates Gill of the 
Brookings Institution in Washington. m 
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India 


Step on the gas 


DELHI 


Court demands a clean getaway 


ONG queues of black-and-yellow 
taxis, resembling breadlines for 

bumble bees, have become a familiar 
sight outside Delhi’s fuel stations. They 
formed suddenly this summer after 
Delhi realised that the Supreme Court 
really meant it when it ruled three years 
ago that public transport in India’s capi- 
tal would have to run on compressed 
natural gas (CNG), a cleaner form of 
fuel than petrol or diesel. 

It is an Indian syndrome: one part of 
the system gets serious, while the oth- 
ers behave as if nothing has changed. It 
happened to Enron, an American en- 
ergy company that built a power plant 
in the western state of Maharashtra and 
is having trouble getting paid. And now 
it has happened to Vipin Handa, who 
spent seven hours one day this week 
waiting to fill up his auto-rickshaw 
with ONG near Delhi's purana qila (old 
fort). His succinct explanation: the gov- 
ernment invited the groom but failed to 
prepare the bride. 

The main political parties are milk- 
ing the shambles for all they can. 
Delhi's government, run by the opposi- 
tion Congress party, accuses the gas 
company, a central-government opera- 
tion, of failing to supply enough CNG 
and the wherewithal for distributing it. 
The central government, led by the Bha- 
ratiya Janata Party, says the city au- 
thorities failed to say how much CNG 
Delhi would need. 

Owners have until September 30th 
to convert their vehicles, too little time, 
since just a quarter of the buses have 
switched to CNG. Drivers who have not 
made the switch are praying that the 
court will relent, and allow a cleaner 
form of diesel as an alternative. What- 
ever happens, Delhiites are already en- 
joying one benefit of the court’s 
environmental activism: cleaner air. 
Just as long as they don't need a taxi. 
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Radiation in Kazakhstan 


A nuclear dustbin? 


ALMATY 
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Cleaning up the site where the Soviet Union tested its atomic weapons 


HENEVER an extreme change in the 

weather occurs in Kazakhstan, espe- 
cially when it suddenly starts to rain hard, 
people who lived through the Soviet per- 
iod still wonder if another rocket has gone 
up at Baikonur, the site of the Russian 
space programme. Or have the Chinese re- 
sumed their nuclear tests in nearby Lop 
Nor? Or is the Semipalatinsk nuclear test- 
ing site being used again? In fact, only Bai- 
konur is still in use. But memories linger. 
The four decades during which the Soviet 
Union tested weapons of mass destruc- 
tion have left Kazakhstan a heavy legacy. 
“It is very difficult to bear alone the whole 
expense of resolving problems of global 
importance,” complains President Nursul- 
tan Nazarbaev. 

Between 1949 and 1989, more than 450 
atmospheric and underground explosions 
were conducted at the Semipalatinsk test- 
ing site, which, at 18,500 square kilometres 
(7,140 square miles), is the size of Wales. 
The total energy released by all these ex- 
plosions is reckoned to have exceeded by 
2,500 times the power of the atomic bomb 
dropped on Hiroshima in 1945. About 


300,000 square kilometres of territory suf- 


fered ecological damage and will take 300 
years to recover, says Mr Nazarbaev. 

How many people were exposed to ra- 
diation is still unclear. When Kazakhstan 
inherited the test site after the collapse of 
the Soviet Union, about 1.6m people were 
estimated to have received at least some ra- 
diation as a result of the tests. In 1998 this 
estimate was reduced to 1.2m. More than 
100,000 people are believed to have been 
heavily affected by the tests. Cancer and 
birth defects are said to be up to five times 
more common in the Semipalatinsk area 
than in other parts of Kazakhstan. 

Last week Mr Nazarbaev used the tenth 
anniversary of the closure of the Semi- 
palatinsk site to appeal for money. He said 
that the cost of coping with the effects of 
radiation would be more than $1 billion. 
So far, he said, Kazakhstan had received 


only $20m. But perhaps the president's of- 


ficials are not making the best use of what 


help is available. Foreign assistance, of- 


fered with the best of intentions, appears 
to be ignored. Britain’s Department for In- 
ternational Development, for instance, 
has been keen to help Kazakhstan start to 
reclaim the contaminated territory, but 
has seen its work badly hampered. “We 
are almost close to closing the file because 
the authorities have been very difficult,” 
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says Christelle Generoso, who works on 
the project. 

In a move that on the face of it seems to 
dash hopes for a swift clean-up, officials 
are now considering a plan to import low- 
and medium-grade radioactive waste from 
abroad. This would be buried along with 
Kazakhstan's own radioactive waste. 
Some countries are desperate to dump 
such undesirable material elsewhere, and 
are ready to pay a high price to do so. Rus- 
sia itself is proposing to take other coun- 
tries’ radioactive rubbish. Perhaps the 
most charitable explanation of Kazakh- 
stan’s behaviour is that, with money in the 
bank for being a nuclear dustbin, it could 
proceed quickly with a general clean-up. 

The national nuclear-energy company, 
Kazatomprom, thinks it could earn up to 
$40 billion over the next 25 to 30 years. Its 
specialists reckon they have the perfect 
spot to dump the stuff, old uranium mines 
in western Kazakhstan, or at Semipala- 
tinsk itself, where new storage facilities 
could be created. Local people may feel 
they are merely creating new problems. W 
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In the shadow of the Taliban 


LAL QILA 


Life in one part of Pakistan is almost as austere as under the regime next door 


ES on a hot day in Chakdara, a town in 
the Malakand division of Pakistan's 
North-West Frontier Province, Painda 
Khan can draw a sizeable crowd. “The gov- 
ernment wants to disarm us,” he thunders. 
“Those who have surrendered arms have 
insulted the people of this area.” He 
changes the subject. “We are not going to 
pay any tax, but only zakat,” Islam’s form 
of mandatory charity, he declares. Clap- 
ping from the all-male audience crouched 
on a dusty expanse by the side of the road 
draws a rebuke from another speaker. Ap- 
plause, he points out, is unIslamic. 

“UnIslamic” is a word heard often on 
the lips of adherents of Tehrik Nifaz 
Shariat-e-Mohammadi (Movement for the 
Enforcement of the Law of Muhammad), 
which organised the Chakdara rally. Sit- 
ting in the courtyard of a religious school 
he runs in the village of Lal Qila some two 
hours farther into the hills, Sufi Muham- 
mad, the movement's leader, explains that 
most taxes are unIslamic, as is most peo- 
ple’s idea of democracy. Educating 
women beyond puberty “leads to women 
having liberties”, an affront to Islam. The 
uniform he and his followers wear—long 
white pyjamas crowned by black tur- 
bans—suggests the starkness of their 
views, just as the black and white flags that 
sprout in pairs along roadsides testify to 
their influence in this mountainous region 
of some 4m people. 

The movement's main demand is the 
implementation of sharia—Islamic law—in 
Malakand. This would end crime, corrup- 
tion, injustice and “all social evils”, accord- 
ing to Sufi Muhammad. Some regard his 
group as the embryo of a movement that 
could remake Pakistan in the image of its 
fundamentalist neighbour, Taliban-ruled 
Afghanistan. It seems neither so formida- 
ble nor so ambitious. Yet its restrictive 
reading of Islam is shared widely enough 
to worry those who are trying to moder- 
nise Pakistan, including parts of its mili- 
tary-led government, which has been try- 
ing to crack down on extremist groups in 
other parts of the country. 

In Malakand, a tribal area much of 
which acceded late to Pakistan and is still 
only partially integrated into it, Sufi Mu- 
hammad is a force to reckon with. When 
the government recently exempted the di- 
vision from “deweaponisation”, a pro- 
gramme to disarm civilians, the move- 
ment claimed credit. When it held local 
elections recently in parts of Malakand al- 


most no women stood for seats reserved 
for them or turned up to vote. 

Those who flout the group’s notion of 
Islamic correctness pay a penalty. In the 
face of clerical hostility, Knwendo Kor (Sis- 
ters’ Home) shut nine of the 39 schools it 
ran mainly for girls, says its head, Maryam 
Bibi. For encouraging mingling between 
the sexes, the charity earned itself a fatwa 
from one of Malakand’s religious authori- 
ties, allowing any local to abduct a woman 
who has thus transgressed and marry her. 
Maryam Bibi is no infidel. She deems her- 
self a religious Muslim. “Islam is not only 
their religion, it is our religion,” she de- 
clares. Yet those who believe Islam allows 
sexual equality, and that development de- 
mands it, find it impossible not to cross 
Sufi Muhammad and others like him. 

His writ does not run in all of Mala- 
kand, still less beyond its borders. In 1994 
some of his activists took over courts and 
an airport, and several died in clashes with 
the authorities. The provincial govern- 
ment later acceded to Sufi Muhammad's 
demand for sharia in Malakand, but, he 
says, fails to practise it. The government set 
up Islamic courts, but “instead of religious 
people sent normal judges”. 

The sufi seems to have little interest in 


Jim Rohwer 


HIS was a time of celebration for Jim 

Rohwer. His new book, “Remade in 
America”, was stirring up an agreeable 
amount of controversy. He was on holi- 
day in France, a country whose style of 
life came close to his idea of perfection. 
He was an optimist, and life was good. 

He died in a sailing accident in the 
Mediterranean. He was not by nature an 
athlete. What he liked about water, he 
said, was that it gave you some space to 
think. His flat in Hong Kong, where he 
lived, was high over the harbour. Jim’s 
idea of a pleasant evening was to sit on 
his balcony watching the boats settle for 
the night. 

Jim, who was 52, was the first editor 
of the Asia section in The Economist. He 
picked the team to report on the region 
and fashioned it to provide with accu- 
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what goes on outside Malakand and its 
neighbourhood. He does not, for example, 
encourage his disciples to fight Indian rule 
in Kashmir. Perhaps this is because Sufi 
Muhammad's agenda owes as much to the 
traditions of the local Pathan population 
as to the Koran. It is Pathan culture, which 
most Afghans share, that is noted for a 
fondness for carrying arms and being so 
unusually keen on closeting women. Sufi 
Mohammad’s aversion to taxes also fits 
with local custom. As a latecomer to Pak- 
istan, the area was exempted from certain 
taxes; its proximity to Afghanistan puts it 
on the smugglers’ route. Cars in the area 
sport licence plates bearing the code 
“NCP”, for No Customs Paid. 

Sufi Muhammad may be mellowing. 
His group’s recent agitations have been . 
peaceful. One, a sit-in in the spring, in- 
volved mainly old men, says a local ob- 
server. Maryam Bibi thinks the impover- 
ished Pathans are pragmatic enough to 
realise that the future depends partly on 
young women. “The desire for develop- 
mentis very strong,” she says. @ 


racy and style a running account of 
what he considered the most fascinating 
set of countries in the world. Later he 
abandoned his London desk and moved 
to Asia to write the stuff himself. 

Journalism, however finely crafted, 
has its limitations, and after leaving The 
Economist Jim Rohwer wrote books. 
“Asia Rising”, published in 1995, was 
about the region’s “miracle” growth. In 
the slump that followed, he defied the 
pessimists with a fierce defence of the re- 
gion’s prospects. “Remade in America” is 
a defiant return to the same theme of the 
basic strength of Asia. He offers the rea- 
sons for the extraordinary prosperity of 
his native United States over the past de- 
cade and says that Asia must learn from 
them. Can it do that? Of course. Jim 
Rohwer was an optimist. 


United States 
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The president and Congress 


A recipe for indigestion 


WASHINGTON, OC 


The constructive bit of George Bush’s presidency may be over already. But that 


does not make him a failure 


EORGE BUSH is in for a long, hot fall— 
fall, as in autumn, fall as in decline. As 
Congress reconvened this week, it set out 
the table for a debate over the vanished 
budget surplus and, by extension, Mr 
Bush's presidency. From his perspective, it 
is an unappealing menu. 

Appetiser: education. The House of 
Representatives and the Senate have 
passed versions of his education-reform 
bill which no one in the White House likes. 
Congress is preparing to fillet it further by 
permitting states to test pupils so differ- 
ently that it will be impossible to make 
sensible national comparisons. That 
would undermine attempts to hold 
schools accountable for performance—the 
main point of Mr Bush’s original proposal. 

Starter: the patients’ bill of rights. The 
House and Senate have passed different 
versions of bills allowing people to sue 
health-care providers. The House version 
(in line with Mr Bush’s own proposal) is 
the more restrictive—making Democratic 
attacks on it certain when the bills come to 
be reconciled. 

Main course: the budget. The surplus 
has melted, so the traditionally sharper ar- 
guments that go with the politics of defi- 
cits have returned. With three weeks left of 
the fiscal year, none of the 13 spending 
bills that make up the annual budget has 
been sent to Mr Bush for his signature. 

Pudding: defence reform. Don Rums- 


feld’s plans for a fundamental restructur- 
ing of America’s armed forces for the post- 
cold-war era have run into even more op- 
position from the Pentagon than expected. 
In any case, there is not enough money left 
in the budget for the big spending required 
to make such a reform slip down. 
Savoury: Social Security. Mr Bush has 
asked a commission on privatising parts of 
the pensions system to report back by the 
autumn. With the stockmarket and the 
economy both in the dumps, this does not 
look like the ideal time to recommend in- 
vesting retirement dollars in the markets. 


Too ambitious, too soon? 
This diet is certainly very different from Mr 
Bush's experience as governor of Texas. 
There he was able to concentrate on a nar- 
row range of issues where he could make a 
difference. Mr Bush’s supporters argued 
that he would be able to do something 
similar as president. In reality, that was 
never possible. Presidents always have a 
lot on their plate. The real question is 
whether this stack of problems—and the 
probability of failure in several cases—re- 
flects badly on his performance so far. 
Tom Mann of the Brookings Institution 
argues that it does. Mr Mann traces many 
of the problems back to a fundamental 
choice Mr Bush made at the start of his 
presidency. Rather than respond to the 
tied election by moderating his campaign 
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promises, Mr Bush tried to govern as if he 
had a mandate. He pushed not just his big 
tax cut and education reform (on which he 
had campaigned hard) but also policies 
which he probably did not need to pro- 
mote so early, such as an energy package 
and Social Security reform. Mr Mann sug- 
gests the downturn in the economy, which 
has eroded his political capital, has left Mr 
Bush struggling with an agenda that is too 
ambitious and controversial for his dwin- 
dling authority. 

David Broder of the Washington Post 
points out that Bill Clinton faced much the 
same problem at this stage in his presi- 
dency. Having pushed through his own 
tax bill in the first months of his term (in 
that case, a rise), Mr Clinton in September 
1993 presented Congress with Hillarycare, 
NAFTA and “reinventing government” 
simultaneously. The free-trade act 
squeaked through, but health care was a 
debacle which contributed to the Demo- 
crats’ immolation in the 1994 mid-term 
elections. 

Mr Bush’s position is in some ways 
worse. Mr Clinton at least won a plurality 
of the vote. And the economy was grow- 
ing in 1992-94. If the economy continues to 
stall, Mr Bush will not only get blamed for 
it (as all presidents do), but will be vulner- 
able to the Democrats’ charge that he has 
wasted the budget surplus. This year, ac- 
cording to the Congressional Budget Of- 
fice, Mr Bush has been forced to break his 
promise not to dip into the surpluses accu- 
mulating in the Social Security trust fund 
to finance general government spending. 
Now he may lack the authority to stop 
Congress spending even more in the 2002 
budget that is now being drawn up; so, un- 
less revenues bounce back, he will have to 
go further into the red next year. 

Economically, a budget deficit might 
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> well be sensible. Politically, it would be 
awkward. The Democrats, who control the 
Senate, should get some of the blame for 
overspending. But voters will recall that 
Mr Bush claimed that he could pay his tax 
cut and balance the books. In all probabil- 
ity, Mr Bush will oversee an expansion of 
the deficit for at least two years. 

Electorally, Mr Bush may also be seeing 
the first signs of that reversal of fortune at 
lower levels of government that seems to 
affect all occupants of the White House 
these days. Despite decades of Republican 
gains in the south, the Democratic candi- 
date is surprisingly ahead in the race to be 
governor of Virginia (see page 38). The 
Democrats also think they will pick up the 
governorship of New Jersey and the may- 
oralty of New York (see next story). 

Next year looks no better. This week, 
Phil Gramm of Texas became the third Re- 
publican senator from the south to an- 
nounce his retirement in 2002, with two 
more thinking about it (Pete Domenici of 
New Mexico and Fred Thompson of Ten- 
nessee). Even if the Republicans manage to 
hold on to all five next year, it will cost 
them time and money in a contest where 
they are defending 20 Senate seats to the 
Democrats’ 13. In other words, the condi- 
tions seem to be falling into place for a 
mid-term reversal which, though unlikely 
to be on the scale of 1994, could still be 
embarrassing for Mr Bush. 


Still a contender 

Yet even if these gloomy prognostications 
come true, would this amount to a politi- 
cal failure? Mr Bush’s three most ambi- 
tious plans—reforms of education, Social 
Security and defence—might be thwarted. 
But he could well get a patients’ bill of 
rights and an education bill (even in a 
mangled form). Add that to his tax cut, and 
he will have had a productive first year in 
office by normal presidential standards. 

Imagine for a minute that Al Gore had 
won the presidency. The economy would 
still be flirting with recession. There would 
still have been a tax cut this year (this 
year’s tax rebates were Democratic addi- 
tions to the president’s tax proposals). 
Congress would almost certainly be plan- 
ning to spend more, just as it did under Mr 
Clinton. In other words, under a putative 
President Gore, the economy would be no 
different and the budget surplus would be 
vanishing just as fast has it has done under 
the real President Bush. 

At least some of his problems, in other 
words, have nothing to do with his 
agenda, and everything to do with the na- 
ture of America’s political system at a time 
of party parity. As Mr Clinton found, this 
often forces the president onto the defen- 
sive, vetoing this bill, heading off that. 
And, as Mr Clinton also found, such a role 
in no way hampers you from winning re- 
election with an increased majority. m 
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The race to replace Rudy Giuliani 


Hey, you: I’m 
talking to you... 


NEW YORK 
But is anybody really listening to the 
current mayoral candidates? 


HE transformation of Sodom-on-the- 

Hudson into one of the world’s safest 
and orderly cities, all in under eight years, 
would not have happened without Rudy 
Giuliani. Despite his recent mishaps, the 
mayor of New York city, at times through 
the sheer force of one of the most bloody- 
minded personalities in politics, chal- 
lenged the widely-held belief that his fief 
was ungovernable. 

The race to replace the term-limited Mr 
Giuliani reaches a decisive stage with the 
Democratic and Republican primaries on 
September 11th. So far, the contest has gen- 
erated less interest than Mr Giuliani's legal 
battle with his wife over his right to bring a 
mistress into Gracie Mansion, the mayor's 
official residence. Which is remarkable, 
since not even Mr Giuliani would claim 
that his miracle is complete (look at the 
city’s wretched schools) or permanent. 

Of the six serious candidates to be the 
next Hizzoner, only one can plausibly 
claim to be made of similar stuff to Mr Giu- 
liani, and his chances look non-existent. 
Herman Badillo, a Latino Republican, has 
fought alongside the mayor in many of his 
biggest battles (especially in education). 
But he is in his seventies, and the Republi- 
can Party has lined up behind Michael 
Bloomberg, a media tycoon who has al- 
ready spent $20m of his own money to get 
himself known by the electorate. 

Mr Bloomberg, to be fair, has shown 
that he is more than just a wealthy face. He 
acquitted himself respectably in a debate, 
neatly putting Mr Badillo on the spot with 
a surprise offer of a top job in a Bloomberg 
administration. His many and vacuous po- 
sition papers show he is putting in effort, 
but he has hardly made a convincing case 
that he is a true heir to Mr Giuliani. He 
changed sides from the Democrats only 
last year, and his failure to embrace tax- 
cutting with any enthusiasm might annoy 
the tiny Republican primary electorate. 

If Mr Bloomberg jumps that hurdle, as 
he probably will, his Democratic roots 
may be more helpful. Registered Demo- 
crats far outnumber Republicans. Mr Giu- 
liani was elected only because things had 
got so bad under his Democratic oppo- 
nent, David Dinkins, New York’s first black 
mayor. Most of the commentariat assume 
a Democrat will win this time. 

The Democrat with the strongest case 
for being Mr Giuliani's natural successor is 
Peter Vallone, the speaker of the city coun- 
cil. He delivered crucial votes for the 





Bloomberg is hungry 


mayor in the Democrat-controlled council, 
something that required plenty of political 
courage. The two men are close, not least 
because of a shared Catholic faith. Mr Val- 
lone has won the support of the city’s two 
main tabloids, the New York Post and the 
Daily News. But itis not clear that he shares 
Mr Giuliani’s personal drive or ruthless- 
ness. Mayor Vallone might well be ab- 
sorbed into a soggy Democratic consen- 
sus, rather than leading it in the direction 
he privately knows to be best. 

Opinion polls suggest that he is un- 
likely to get the chance. One this week 
from Quinnipiac University gave Mr Va- 
lone 15% of the likely Democratic voters— 
the same as the city comptroller, Alan He- 
vesi. Mr Hevesi has run an awful cam- 
paign. He appeared to pander to black 
voters by supporting compensation for de- 
scendants of slaves—only later to down- 
grade this promise to a slavery museum. 
And he has been damaged by an attack on 
his ethics from Mr Giuliani (who, charac- 
teristically, has not let the mere fact he is 
not running keep him out of a good scrap). 
Even if he loses the primary, Mr Hevesi 
may yet run on the Liberal Party ticket in 
the election on November 6th. 

The same poll was the first to put Fred- 
die Ferrer, the Bronx borough president, in 
the lead with 28%, a fraction ahead of the 
favourite, Mark Green, the city’s public ad- 
vocate. Mr Ferrer has been buoyed by en- 
dorsements from several unions, a crucial 
source of votes in primaries. More impor- 
tant, he has the active support of the Rever- 
end Al Sharpton, a notorious rabble- 
rouser and recently announced presiden- 
tial candidate. If Mr Sharpton can achieve 


the rare feat of swinging the city’s large Af- 


rican-American vote behind a Latino can- 
didate, Mr Ferrer will owe him mightily. 
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For his part, Mr Green is hoping his 
own endorsement by Mr Dinkins will 
swing the black vote his way. A veteran 
doyen of trendy leftish causes, Mr Green 
won the support of the New York Times 
and, less predictably, that of William Brat- 
ton, Mr Giuliani’s first police commis- 
sioner, who introduced many of the re- 
forms that made the city safer before he 
fell out with the mayor. Until recently, Mr 
Green's rather rapid conversion into a 
tough crime-fighter looked a masterstroke, 
but Mr Ferrer has skilfully used the unpop- 


Congressional redistricting 


ularity of the NypD amongst minorities as 
a baton with which to clobber Mr Green. 
The polling predictions are all subject 
to the level of turnout. It looks unlikely 
that any Democrat will pass the 40% mark 
needed to secure outright victory next 
week, thus forcing the top two into a run- 
off election on September 25th. But a vic- 
tory by Mr Ferrer, whose campaign has 
been described as “class war” by Ed Koch, 
another outspoken former mayor, would 
surely give Mr Bloomberg a real chance of 
being New York’s next first citizen. W 


Condit gets the finger 


SAN FRANCISCO 


Redistricting may tighten the Democrats’ hold on California, butit won’t help them 


win the House 


HIS was not a moment for taking 

chances. On August 31st, the California 
state legislature released a map of congres- 
sional districts with new boundaries 
drawn to reflect changes in the population 
between 1990 and 2000, the last two cen- 
sus years. Usually, such occasions produce 
an orgy of intricate gerrymandering to the 
advantage of the party in charge. This time, 
the Democrats who control the legislature 
chose to play safe. Their redrawn map bol- 
sters incumbents of both parties, rather 
than trying to weaken Republicans. 

In part the caution was a reaction to the 
disgrace of their colleague Gary Condit, 
the Ceres sex-bomb, whose recent TV in- 
terviews have only deepened the murk 
around him. Mr Condit represents the 18th 
district in the Central Valley, which might 
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therefore have become vulnerable to a Re- 
publican takeover. But the new map also 
reflects compromises between the Demo- 
crats’ short- and long-term ambitions. 

Perversely, the best way to get rid of Mr 
Condit, as most other Democrats would 
now like to do, is to make his district more 
Democratic, not less. Mr Condit is conser- 
vative, in tune with the farmers of the Cen- 
tral Valley but often at odds with other 
Democrats—and thus vulnerable to a lib- 
eral challenge from within his own party. 
The new map lops off the rural southern 
end of his district and extends a wavering 
finger northward to encircle Stockton, a 
city with a large, liberal population of 
commuters to Silicon Valley. (“Condit gets 
the finger,” as one pundit says.) 

If Mr Condit steps down, the new seat 
is now safely Democratic. If he refuses to 
go quietly, another Democrat could proba- 
bly beat him in a primary in March. Voter 
registration in the old district ran 46% 
Democratic to 39% Republican; the new 
configuration is 52% to 35%. A third of the 
registered Democrats, whose votes decide 
the primary, have never been represented 
by Mr Condit and will feel no urge to tem- 
per their disgust with loyalty. 

Now comes the complicated bit. Those 
conservative voters carved away from Mr 
Condit’s district should help ensure that a 
new district created to accommodate 
population growth in the Central Valley 
will probably be Republican. But the 
Democratic map-makers have balanced 
that by labelling the new district the 38th 
and doing away with the old 38th, a nar- 
rowly Republican seat in Long Beach. In 
place of the old 38th, they have created the 
completely new 53rd district, a meander- 
ing U-shaped creature that arcs past south- 
central Los Angeles and is meant to pro- 
duce a Latino Democratic congressman. 


Steve Horn, the Republican who won the 
old 38th by a whisker last year, this week 
announced he would not run for it. 

This should produce a net gain of one 
seat for the Democrats, and leave the Re- 
publicans with their present 20 seats, 
thereby ensuring their approval for the 
plan. National Democrats are disap- 
pointed. They had hoped that California 
might do more to close the gap of six seats 
by which they lag the Republicans in the 
House of Representatives. But John Bur- 
ton, the leader of the California state Sen- 
ate, who oversaw the redistricting, argued 
that it was better to consolidate the four 
marginal seats gained by California Demo- 
crats in 2000 than to aim for further gains 
in 2002 that could not be held in 2004. 

The other group who are annoyed are 
Latinos. The new 53rd district, argue activ- 
ists, does not hide the fact that the new 
map mostly protects incumbents. Latinos 
make up 32% of the population and 16% of 
the registered voters in California. In the 
state Assembly, where term limits ensure 
rapid turnover, they account for 24% of de- 
legates. But they make up only 12% of the 
congressional delegation in Washington, 
where members can stick around for a 
long time. For example, state represen- 
tatives from the San Fernando Valley, the 
increasingly Latino northern section of 
Los Angeles, are mostly Latino, but the 
congressman, Howard Berman, who is 
well entrenched after ten terms in Wash- 
ington, is Jewish and white. 

Irritated Latino activists are unlikely to 
shift him, however. Mr Berman, a staunch 
supporter of farm workers’ and immi- 
grants’ rights, is well liked by most of his 
constituents. He is also, conveniently 
enough, the brother of the consultant who 
helped Mr Burton design the new bound- 
aries up in Sacramento. W 
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The Florida governor's race 


Enter Ms Reno 


MIAMI 
A no-nonsense candidacy and a hard 
race ahead of her 


HE is 63 and suffers from Parkinson’s 

disease; but Janet Reno, Bill Clinton's 
attorney-general, says she has what it 
takes to become the first woman governor 
of Florida. It will take a lot, since she will 
have to unseat a well-entrenched incum- 
bent, Jeb Bush, who just happens to be the 
president's younger brother. 


Ms Reno, notably dry and blunt in of- 


fice, is an unknown quantity when it 
comes to campaigning. She won election 
five times as a prosecutorin Miami, but she 
has never run for statewide office. She is 
also unpredictable. After returning from 
Washington to Miami, her home town, 
earlier this year, she moved back into the 
cypress-wood and adobe house her 
mother built in the late 1940s. She then 
spent three months touring the state in a 
bright red pick-up truck, feeling out voters. 

Ms Reno’s image as a grandmotherly 
straight-shooter, together with good 
name-recognition, should win her the 
Democratic primary next year in a 
crowded field which includes two former 
congressmen. The only one expected to 
give her a fight is Pete Peterson, who used 
to represent a district in the Panhandle, the 
conservative northern part of the state. 
Some Democrats believe that Mr Peterson, 
a Vietnam veteran who subsequently be- 
came ambassador to that country, has a 
better chance against Mr Bush. 

But Mr Bush will be hard to beat. A Ma- 
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That young Bush in the corner needs pruning 
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son-Dixon poll in late July found that Ms 
Reno would lose to Mr Bush in an election 
by 54% to 39%. Although no Republican 
governor has been re-elected in Florida, 
and only two Republicans have ever been 
elected to the job, the party remains strong 
there. The Republicans won the state legis- 
lature in 1996 for the first time that century, 
and hold big majorities in both houses. 
Despite the bitterness of the presidential 
election, Mr Bush is reasonably popular. 

Ms Reno and Mr Bush have one thing in 
common. Both call Miami home, although 
only Ms Reno grew up there. Republicans 
will hope for a strong turnout from Cuban- 
American voters in south Florida, who 
have not forgiven Ms Reno for ordering an 
FBI raid to seize Elian Gonzalez, the Cuban 
raft-boy, from the house of his Miami rela- 
tives last year. But Cuban-Americans 
make up only 6-7% of the state vote. 

Democrats will be hoping for a large 
turnout of blacks, who make up 12% of the 
state’s voters, and Jews, who account for 
another 10%. Both have axes to grind with 
Mr Bush. The Jewish community is still 
smarting about the Palm Beach farce in last 
November’s election, while blacks are es- 
pecially upset about Mr Bush’s decision to 
scrap affirmative action in the state. 

Ms Reno has declared that she intends 
to make education one of her top cam- 
paign issues, along with protection of the 
elderly and the environment. On the last, 
Mr Bush has good credentials. He recently 
stood up to his brother over new oil drill- 
ing in the Gulf of Mexico, winning a com- 
promise agreement that he says will pro- 
tect Florida’s shoreline. But Ms Reno's 
personal battle with Parkinson's makes 
her a natural choice for the state’s old folk. 
She says her doctors have told her the dis- 
ease should not affect her ability to gov- 
ern—if she can get that far. m 


-~ The Economist September 8th 2001 


The Virginia governor's race 


The Earley bird 
gets caught 


RICHMOND 
The contest to succeed Jim Gilmore will 
get closer and ever more brutal 


EORGE BUSH may spend quite a lot of 

the autumn popping backwards and 
forwards across the Potomac river. Vir- 
ginia is one of two states that are electing 
governors this year (the other is New Jer- 
sey). In a close race with a wobbly Republi- 
can candidate, the president's popularity 
in the state, which he won with 52% of the 
vote last year, is certainly needed. 

In theory, the Republicans should be 
well placed. The retiring governor, Jim Gil- 
more, who is now head of the Republican 
National Committee, rolled home in 1997 
with 56% of the vote. They control the 
statehouse and all the statewide offices. 
They picked up a Senate seat last year, 
when George Allen, a former governor, 
beat Chuck Robb, and a congressional seat 
in a closely watched special election ear- 
lier this summer. 

But the state’s once-vibrant economy 
has slowed to a crawl. The information- 
technology industry, based largely in the 
Washington suburbs, is in trouble. With 
revenues to the state treasury down 
sharply, Mr Gilmore has trimmed spend- 
ing (largely in order to maintain his pledge 
to phase out car taxes). Universities, social 
services and various cultural attractions 
all face cutbacks—and some 200,000 pub- 
lic employees who aren't getting pay rises 
are unhappy. 

The state’s Republicans are split over 
the decision on car taxes. The spending 
choice was left to Mr Gilmore, because the 
legislature, for the first time in Virginia’s 
history, failed to agree on a budget this 
year. That drew attention to other mis- 
haps: persistent delays in road construc- 
tion, ghastly gaps in care for the mentally 
ill, and episodes of apparent political cro- 
nyism. The Republicans are still trying to 
explain how one of their General Assem- 
bly candidates won a $400,000 state-tou- 
rism contract, and why a $70m trust fund 
to help handicapped children was trans- 
ferred to an investment office run by a Re- 
publican legislator. 

Meanwhile, the Republican nominee, 
Mark Earley, a former missionary and 
anti-abortionist, has problems of his own. 
His conservatism, staunch even by Virgin- 
ian standards, puts off many businessmen 
and Republican-minded women. He has 
tried to soften his tone, but he has not been 
helped by the Republican nominee for 
lieutenant-governor, Jay Katzen, who 
wants a straight ban on abortions, a prohi- 
bition of same-sex marriage and a roll- 
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> back of Virginia’s restrictions on hand-gun 
purchases (which Mr Earley supported). 

The fact that Mr Earley looks a bit of a 
political punchbag explains why his 
Democratic opponent, Mark Warner, has 
opened up a big lead. The latest Washing- 
ton Post poll shows he is 14 percentage 
points ahead among registered voters and 
11 points ahead amongst those likely to 
vote. But the same poll, taken at the end of 
last month, also showed that voters barely 
know either of the candidates—hardly 
great news for Mr Warner, who has al- 
ready spent several million dollars run- 
ning ads pretty much unopposed. 

Mr Warner, who ran unsuccessfully for 
the federal Senate against his Republican 
namesake, John, in 1996, has yet to explain 
why he would be any better than Mr Ear- 
ley. He has never held elective office, 
whereas Mr Earley is a former attorney- 
general and state senator. His main claim 
to fame, his $200m fortune, accumulated 
through shrewd early investments in high- 
tech companies, looks less glamorous 
since the collapse of many such firms 
shook the local economy. Mr Earley isnow 
running as a slightly unlikely Everyman, 
distributing a bumper sticker that reads 
“Vote for the Mark with the mortgage.” 

The Democrats have also given Mr 
Warner some unappetising running- 
mates. For lieutenant-governor they chose 
Timothy Kaine, the mayor of Richmond, a 
city with an almost comical history of mis- 
management, and for attorney-general 
Donald McEachin, who is a personal-in- 
jury lawyer (and thus loathed by many 
businessmen). Mr Warner has already bro- 
ken with his running-mates over their sup- 
port for tougher gun laws and a morato- 
rium on the death penalty. 

Both sides expect the race to be close. 
Given their current lead, the Democrats, 
desperate to prove that they are still a force 
after eight years of statewide losses, will 
be furious if they lose. Though many still 
have doubts about Mr Warner as a candi- 
date, they are reassured by his money. The 
last official figures, from early August, 
show that he had $3m cash in hand, 
against Mr Earley’s $1m. The Republican’s 
treasury should gain from imminent fund- 
raisers featuring Mr Bush and Dick Che- 
ney, but Mr Warner, who spent $10m on 
his 1996 campaign, will surely outgun him. 

On the other hand the Republicans, ea- 
ger to recover from the state-budget deba- 
cle, also have something to prove. Mr Gil- 
more, in particular, is keen to demonstrate 
his clout to Mr Bush’s inner circle, which is 
said to be underwhelmed by his perfor- 
mance as chairman of the national Repub- 
lican Party. And of course there is Mr Bush 
himself. If the president cannot wield 
some clout in a conservative state within 
easy range of the White House, the Repub- 
licans have a problem that stretches much 
farther than the Blue Ridge Mountains. m 
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Endangered species 


Crying wolf, very loudly 


New weapons in the war between wolves and ranchers: poison and noise 


HIS summer, wolves in the Rocky 

Mountains have had a new and noisy 
set of protectors. A group of Wolf Guard- 
ians has been camping near livestock 
flocks in Idaho and Montana. At the first 
sign of wolves they start screaming, shout- 
ing, and banging pots. The guardians have 
been recruited by the Defenders of Wild- 
life, a conservation group, to assuage the 
fears of farmers that their sheep and calves 
will be gobbled up by the grey peril. 

Meanwhile, the federal government's 
Fish & Wildlife Service (Fws) is making its 
own contribution to the hullabaloo. Itis in- 
stalling new stationary devices which start 
blasting out noises terrifying to lupines— 
from sirens and helicopters to running 
horses—whenever a wolf strolls danger- 
ously close to sheep. The device can detect 
some of the wolves because they have ra- 
dio collars. 

And so continues the bizarre long-run- 
ning case of Ranchers & Sheep v Wolves & 
Greens. In 1995-96, the Fws reintroduced 
about 35 grey wolves, which are classified 
as an endangered species, in central Idaho. 
Ranchers, who have lost about 150 sheep 
and 50 calves to wolves over the past few 
years, do not like them much. Hunters also 
fume that the wolves prey on deer, elk and 
other targets. 

Over the past few months, several 
wolves have been found poisoned, and 
despite the hefty $20,000 reward the in- 
vestigation has gone nowhere. The De- 
fenders of Wildlife have a trust fund which 
compensates (at full market value) any 
rancher who loses livestock. The Fws, 
which has encouraged the use of guard 
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Coyotes give us a bad name 


dogs, temporary electric fences and non- 
lethal ammunition such as bean-bag 
rounds, is getting on better with the ranch- 
ers, though relations with the hunters are 
still frosty. 

Now that wolf numbers have swelled 
to around 250, they may be downgraded 
from an “endangered” species to a “threat- 
ened” one next year. That would place 
them under the care of the state authori- 
ties, rather than federal ones. Ominously, 
Idaho’s state legislature recently de- 
manded the removal of wolves from the 
state by any means necessary. The Idaho 
Grey Wolf Coalition, which includes hunt- 
ers and outfitters, claims that there are 
more wolves doing more damage than the 
FWS admits. 

In fact the wolves do less damage than 
other more numerous predators. Margaret 
Soulen Hinson, a rancher based in Weiser, 
Idaho, estimates that coyotes alone claim 
up to 14% of her livestock. Bob Ruesink, an 
FWS supervisor in Boise, points out that 
poachers kill far more elks and deer than 
grey wolves do. And the wolves are also at- 
tracting some tourists; though, for many 
hunters, that might be just another reason 
to reach for their rifles. m 








Lexington Angels in the marble? 


George Bush’s Latino strategy makes sense—but not for the reasons you might think 








T SHOULD come as no surprise that George Bush has chosen 

the Mexican president for the honour of an invitation to his 
first state dinner. Vicente Fox has everything that Mr Bush seeks 
in a foreign leader. He owns a ranch; he likes wearing cowboy 
boots; he rules a country with an 800-mile border with Texas; 
he gives Mr Bush a chance to show off his only foreign language; 
and, most important, he helps Mr Bush endear himself to the 
fastest-growing group of voters in America, Latinos. 

Mr Bush's re-election recipe is straightforward enough: take 
the conservative base and add new constituencies—such as 
Catholics, wired workers, suburban women, the young and Lati- 
nos. Mr Bush's strategist-in-chief, Karl Rove, regards Latinos as a 
particularly important new ingredient. They are now the biggest 
ethnic minority in the country. They do not have the legacy of 
the civil-rights movement to tie them to the Democratic Party, in 
the way that blacks have. They are usually cultural conserva- 
tives. And they like working in the private sector. 

Benjamin Disraeli, the Times once famously wrote, saw the 
conservative voter in the working man just as the sculptor sees 
“the angel in the marble”. Mr Bush sees the Republican in the 
Latino in much the same way. Hence Mr Bush’s enthusiasm 
both for giving an amnesty to the 3m or more Mexicans living in 
America illegally, and also for a guest-worker programme. 
Hence, too, his hints about appointing Alberto Gonzales, a 
White House legal counsel, to the next vacancy on the Supreme 
Court. And hence his distinct lack of enthusiasm for such right- 
wing shibboleths as scrapping affirmative action and bilingual 
education. Mr Rove was behind the decision to stop bombing 
exercises on the Puerto Rican island of Vieques, to the navy’s 
fury. Now he may use Phil Gramm’s retirement in 2002 to get a 
Latino Republican, Henry Bonilla, into the Senate. 

But there are problems with Mr Bush’s electoral arithmetic. 
Mr Bush's lieutenants are not so much advancing into new terri- 
tory as desperately trying to recapture old. In the 1980s the Re- 
publicans were making steady gains among Latinos, particularly 
among the middle classes. But the numbers plunged when the 
national Republican Party embraced the anti-immigration 
cause—and they went into free-fall when the Californian Repub- 
lican Party embraced a ballot initiative that tried to deny social 
services to illegal immigrants. 


Moreover, even if Mr Bush succeeds in expunging this bitter 
legacy, there is still no guarantee that the Latinos will embrace 
Republicanism, at least as long as Mr Bush is around. Latinos 
may be culturally conservative but, for the time being at least, 
they are also overwhelmingly working-class. Mr Bush came 
within three points of beating Al Gore among Latinos who earn 
$60,000 or more, but he lost by 70% to 29% among the much 
larger groups of Latinos who earn under $40,000. All in all, 
Latino voters favoured Mr Gore by 65% to Mr Bush’s 35%. Of the 
19 Latino congressmen, 18 are Democrats. 

There are also doubts about Mr Bush’s tactics. The amnesty 
scheme, which Mr Fox now wants agreed this year, raises all 
sorts of problems. What about non-Mexican Hispanics, who are 
excluded? And what happens if Mr Bush is forced to back 
down? Mr Gramm, normally a staunch supporter, spoke for 
many Republicans when he called the amnesty idea “very bad 
policy” which “rewards lawlessness”. Many Latinos who spent 
years getting into the country legally have no truck with queue- 
jumpers. The chairman of the congressional Hispanic caucus, 
Silvestre Reyes, made his professional reputation as a border-pa- 
trol official who helped to design Operation Hold-the-Line. 

There is equally no guarantee that buddying up to Mr Fox is a 
good way of wooing Latinos. Many Mexican-Americans have 
come to the United States precisely because they want to get 
away from the regime back home. Most are sensitive to any im- 
plication that their real loyalties lie with Mexico rather than their 
adopted country. Gregory Rodriguez, a Los Angeles writer, 
points out that when the Mexicans raised a huge flag in Ciudad 
Juarez a few years ago, the people who were most keen on rais- 
ing an equally huge American flag on the Texan side of the bor- 
der were Mexican-Americans. 

So is Mr Bush’s Latino drive a waste of time? Not at all—for 
two reasons. First, although it might not win many votes as a 
short-term offensive strategy, it works much better as a defen- 
sive long-term one. Giving the Latinos the cold shoulder now 
could turn a group which will constitute a quarter of the popula- 
tion by 2050 into loyal Democrats. The signs are that Latinos are 
moving, as Italians did before them, into the suburbs and into 
the ranks of the middle-class. A little gentle wooing now—com- 
bined with some big gestures such as appointing a Latino to the 
Supreme Court—could pay off in the long-term. It took a long 
time for Disraeli’s strategy to pay off, but it did so handsomely in 
the end when millions of working-class Britons were happy to 
vote Conservative. 

Second, Mr Bush's strategy does have an immediate pay-off— 
with moderate white middle-class voters. Just as Disraeli’s “one- 
nation” conservatism softened his party’s image, Mr Bush’s rela- 
tive success among Latinos is vital to his strategy of reposition- 
ing his party as a party of inclusiveness and optimism rather 
than intolerance and reaction. The votes he won from Latinos 
when he was governor of Texas helped to prove that he was a 
different sort of Republican. By reaching out to them again now, 
he increases the Republican Party’s appeal to moderates, youn- 
ger voters and soccer moms. Any Republican who doubts this 
notion need only glance across the Atlantic to see the dismal fate 
of Disraeli’s Conservative successors in Britain. Their failure to 
embrace Britain’s various minorities, from homosexuals to 
blacks, has helped to alienate the party from the white middle- 
class majority that it claims to represent. At least, Mr Bush’s one- 
nation strategy should shield his party from that fate. = 
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The 


Colombia's conflicts 


Into battle 


BOGOTA 





With less than a year still to serve, President Andres Pastrana must watch opinion 


hardening against his peace plan 


HE killings, kidnappings and bomb- 

ings have become so routine, and the 
peace talks between government and 
guerrillas have been becalmed in futility 
for so long, that a turn for the worse risks 
going unnoticed. So it was helpful, per- 
haps, of Jan Egeland, Kofi Annan’s special 
adviser on Colombia, to make a rare ap- 
pearance before the media last week to 
convey the UN secretary-general’s concern 
for the country’s “deteriorating situation”. 

Colombia's armed actors—the left- 
wing insurgents, the rightist paramilitary 
squads and the armed forces—appear 
headed for “all-out war”, in the view of Mr 
Egeland, formerly Norway's deputy for- 
eign minister. “Those who criticise the 
search for peace should carefully consider 
the alternative,” he said. 

What has prompted Mr Egeland's 
alarm? Most obviously, that the peace 
talks with the FARC—the largest guerrilla 
force, with some 16,500 troops—are in 
deep trouble. For that, the FARC is almost 
wholly to blame. In July it seized a former 
provincial governor from a UN car, and 
kidnapped (and still holds) three German 
aid workers. By these actions, the FARC 
thumbed its nose at the European govern- 
ments that have so staunchly defended the 
peace process launched by President An- 
dres Pastrana in 1998. 

Ordinary Colombians are also still the 
victims of guerrilla kidnappings and at- 
tacks on poorly-policed towns. Many an- 
alysts believe that the FARC has not aban- 


doned its hopes of military victory. That 
seemed to be confirmed by the arrest last 
month of three 1RA men; intercepted radio 
communications indicated they had been 
training the FARC in urban insurrection. 

Not only have three years of talks with 
the FARC produced no agreements be- 
yond a prisoner swap; last month the gov- 
ernment broke off talks-about-talks with 
the ELN, the country’s second guerrilla 
group. Both forces are expected to step up 
military action during the campaign for 
the presidential election next May. So, too, 
may the right-wing paramilitary vigilantes 
of the United Self-Defence Forces of Co- 
lombia (auc), who are responsible for 
more civilian deaths than the guerrillas— 
although this week they announced that 
they would set up a political movement, 
and demanded a seat at the peace talks. 
But this week, too, a prosecutor investigat- 
ing the killing of 27 peasants by the AUC in 
January was murdered, presumably by the 
paramilitaries themselves. 

Colombians increasingly believe that 
the guerrillas will not negotiate seriously 
until they have been weakened on the bat- 
tlefield. That is something the armed 
forces—bolstered by more professional 
troops and by American equipment, intel- 
ligence and training—are now confident 
they can do. Last month they routed a 
FARC column moving out of what Colom- 
bians call the despeje, a zone granted as a 
sanctuary to the guerrillas in which to 
hold talks. Using its new helicopters, the 
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army claims it deployed 3,000 men in 24 
hours. In several weeks of fighting, some 
120 guerrillas were reported killed. 

Public support for the armed forces is 
higher than it has been for years. They are 
feted by the country’s businessmen and 
politicians. But the army’s popularity is in- 
creasing the pressure on Mr Pastrana to put 
an end to the despeje when it comes up for 
renewal next month, or at least to reduce 
its size. The army argues that the all-out 
war feared by Mr Egeland is already taking 
place; indeed, it claims now to be winning 
it. But the UN counters that fighting alone 
will not solve the conflict. 

The decision about the future of the 
despeje is “purely, wholly, totally and 
solely a matter for the Colombian govern- 
ment,” says Marc Grossman, a senior State 
Department official who led an American 
delegation to Colombia last week. No 
doubt Mr Grossman’s boss, Colin Powell, 
will give the same public message when 
he visits Bogota next week. But the United 
States has never been enthusiastic about 
Mr Pastrana’s peace talks. “There is a lot of 
signalling from Washington to whoever 
comes next as president saying that the 
United States is not very pleased with the 
indefinite continuation of the despeje,” 
says Michael Shifter of the Inter-American 
Dialogue, a Washington think-tank. 

The United States is keener on the ef- 
forts made by Mr Pastrana to fight drugs. 
With American support, the government 
claims to have eradicated 64,000 hectares 
(158,00 acres) of coca so far this year. That 
is double the rate of past years. But guesses 
about the total area under coca have also 
been revised upwards. American officials 
say that by next year they will at last have 
the resources to make a serious dentin the 
coca crop; another 35 helicopters are due to 
arrive before December, and more crop- 
spraying aircraft. But they admit that aid 
for alternative development projects has 
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> been slow to arrive. 

Many foreign diplomats still take the 
view that any peace talks are better than 
none, and that Mr Pastrana will bequeath 
his peace policy to his successor next Au- 
gust. This week the president spoke out in 
favour of the despeje, saying its end would 
“aggravate the conflict”. But all of the three 
main presidential candidates say they 
would take a tougher line in the peace 


talks. The toughest is Alvaro Uribe, an in- 
dependent Liberal; he would end the sanc- 
tuary unless the FARC ceased all hostil- 
ities, and wants to set up an unarmed 
civilian militia. That looks to his critics like 
legalising the auc, though he denies that. 
One recent opinion poll placed Mr Uribe 
in the lead for the first time. He may not 
win, but all the signs are that Colombia’s 
mood is hardening. m 





Policing in Brazil 


Nice cops, nasty cops 


RIO DE JANEIRO 


Facing rising crime, some Latin American police forces are reforming, while others 
resort to brutality. We report first on the political threats to a promising projectin 
Rio de Janeiro, and then on killings by the police in Venezuela 


66r THAT'S how things used to be here,” 

says Major Antonio Carlos Carballo, 
pointing out the bullet-holes in the walls 
as he climbs a path through Pavao- 
Cantagalo, a tightly-packed favela (shanty- 
town) of 3,000 homes, perched on a rock 
overlooking Copacabana and Ipanema, 
Rio de Janeiro’s most famous beaches. For 
the past year Major Carballo has led a 
scheme to pacify this once-violent favela 
through community policing. Some resi- 
dents still eye him disbelievingly as he pa- 
trols. But most seem grateful for a constant 
police presence, inhibiting the gun-toting 
gangs that used to rule the roost. 

The project arose from a notorious ex- 
ample of Rio’s traditional style of policing: 
in May last year officers burst into Pavao- 
Cantagalo and opened fire on what they 
claimed were gang leaders, killing five 
young men. Irate residents then de- 


scended to the rich beachside neighbour- 
hoods, setting fire to cars. That prompted 
Rio’s state government, responsible for 
policing, to let Major Carballo try out his 





ideas. He says that since the project began 
there have been no killings in the fa- 
vela—by either police or gangs. 

Anthony Garotinho, Rio’s populist gov- 
ernor, came to power in 1999 promising 
Sweeping reforms of brutal and corrupt 
police forces. But he met fierce resistance 
from police chiefs. At their urging, last year 
he sacked his public-security adviser, Luiz 
Eduardo Soares, who with Major Carballo 
had designed many of the reforms. Since 
then, Mr Garotinho has tried to please 
both sides: he has let Pavao-Cantagalo’s 
community-policing scheme continue 
and is starting a similar scheme in a second 
favela. But he has also let the police con- 
tinue their tradition of periodic raids on fa- 
velas, staging shoot-outs with gangs before 
retreating. The latest police attack, on Sep- 
tember 3rd, involved 3,000 officers. A day 
earlier, a stray bullet from a gun battle be- 
tween police and favela-dwellers had 
killed a pregnant woman driving nearby. 

Behind the battle over policing lies a 
political battle. The current wave of police 


A thin line between community policing and gun law 


oe 


raids follows recent television exposés of 
favela drug-trafficking. Cesar Maia, the 
city’s conservative mayor, seized on these 
to accuse Mr Garotinho and Mr Soares 
(now an adviser to the left-wing Workers’ 
Party) of running a “disastrous” policy of 
drug liberalisation. Mr Maia claimed that 
in Pavao-Cantagalo, Major Carballo's com- 
munity cops were acting as the traffickers’ 
private security guards. Major Carballo de- 
nies this: drug offenders are arrested, he 
says, though he gives higher priority to 
gun control than to searching for drugs. 

The favelas on Rio’s hillsides and on the 
outskirts of Brazil's other big cities grew 
rapidly from the early 1970s, as migrants 
flocked in from the countryside. They now 
house a quarter of the city’s 6m people. 
But only in the mid-1990s did local au- 
thorities recognise that they were there to 
stay; with foreign aid, mainly from the 
Inter-American Development Bank (1ps), 
they began projects to turn favelas into nor- 
mal residential areas, with improved 
housing, roads and public services. The 
IDB reckons that about a third of the fave- 
las have so far been transformed. 

But adequate police protection is still a 
service most favelas lack. Even Major Car- 
ballo admits that he has struggled to stop 
his officers reverting to old habits; many 
have been transferred, accused of brutal- 
ity or extorting bribes. He fears that his — 
commanders will close down the scheme. 
Mr Garotinho will run for re-election as 
governor next year, unless he runs for pres- 
ident. Will he offer community policing as 
a model for ending the bloodshed in the fa- 
velas? Or will he have scrapped it for fear 
of being taunted as “soft on crime”? = 





Policing in Venezuela 


Trigger happy 


CARACAS 


An unofficial death penalty 


HEN his 23-year-old son was mur- 
dered by police in their home town 
of Acarigua in October last year, Ramon 
Rodriguez, himself a former policeman, 
swore the death would not go unpun- 
ished. “They may kill me too,” he warned 
his wife. Even so, Mr Rodriguez sought jus- 
tice, pressing the state prosecutor’s office, 
and going on television. But just days after 
the programme was recorded, and before it 
was aired, half-a-dozen hooded men ar- 
rived at Mr Rodriguez’s farm in the south- 
western state of Portuguesa, and fired 19 
bullets into him. 
His murder did not stop the arrest by 
federal prosecutors of a score of Portu- 
guesa state policemen. All are allegedly » 





American economies 


Mexico overtakes Brazil 


A Latin Americans, and especially 

i know that in everything 
from population to the economy, or 
even rainforests and rivers, let alone car- 
nivals, Brazil is simply o mais grande, or 
the biggest. Prepare for a shock. Around 
about the middle of this year, Mexico’s 
economy overtook Brazil's to become 
the largest in the region. 

Measured in dollars, that is: for the 12 
months to June, Mexico’s GDP was $596 
billion. Brazil's statistical institute has 
not yet released the equivalent figure, 
but it has said that the economy grew by 
0.8% in the second quarter co | 
with the same period last year. After fac- 
toring in inflation, that would make Bra- 
zil’s nominal Gpp for the year to June a 
mere $569 billion. 

That is quite a turnaround: as re- 
cently as 1996, Brazil’s GDP, at $775 bil- 
lion, was twice as large as Mexico's. 
What explains the change? Partly the 
huge growth in Mexico’s exports to the 
United States, which meant that its econ- 


> members of a death-squad that may have 
killed 100 or more supposed criminals in 
Portuguesa between September 2000 and 
May this year. But the victims’ relations 
and human-rights activists are sceptical 
that Venezuela’s creaky justice system will 
lay hands on those who ordered this pol- 
icy of “social cleansing”. 

Portuguesa's “extermination group” 
came to public attention partly because of 
Mr Rodriguez’s efforts, but partly also be- 
cause of the way it operated. Its victims 
were hauled from their beds, or shot dead 
on street corners, with little regard for who 
might be watching. Such killings are nei- 
ther new nor uncommon in Venezuela. 
But their perpetrators seem to be becom- 
ing increasingly casual, no longer bother- 
ing to disguise or conceal their work. 

Some policemen reject such methods; 
others argue that some criminals, espe- 
cially murderers and rapists, are beyond 
reform, and should die. The main reason is 
the rising crime rate and the state’s appar- 
ent inability to bring it under control 
against a background of rising poverty. 
The murder rate, and that for other violent 
crimes, has tripled in the past decade; in 
Caracas, the capital, it has quintupled. 
Most polls show crime to be the voters’ top 
concern. They also show widespread pub- 
lic support, often topping 50%, for the 
death penalty; a poll in Portuguesa even 
showed majority backing for the murder 
of criminal suspects by police. 


omy grew at an annual average of 5.6% 
between 1996 and 2000, against 2.2% for 
Brazil. But mainly Mexico's sturdy peso, 
which has fallen by just 18% since 1996, 
and the frailty of Brazil’s real, which lost 
61% of its value against the dollar over 
the same period. 

In many ways, Brazil's economy is 
still the bigger: at purchasing power par- 
ity (a measure that takes account of local 
prices), its GDP last year stood at $1.2 tril- 
lion, against $890 billion for Mexico, ac- 
cording to estimates by the Economist 
Intelligence Unit, our sister company. 
And whereas Brazil faces slow growth, 
Mexico may be heading for recession 
(and perhaps a weaker peso) because of 
the slowdown in the United States. 

But Brazil should still beware. Inves- 
tors tend to measure the size of the cur- 
rent-account deficit and foreign debt as a 

roportion of nominal GDP. And to 

ike matters even worse, on current 
performance Mexico may soon overtake 
Brazil in the world football rankings. 


The government insists that it does not 
support killing criminals. “It is not the pol- 
icy of the Venezuelan state [to allow the 
police] to take justice into their own hands 
and execute criminals,” says General Luis 
Camacho, the deputy interior minister. 
But his predecessor admitted that 2,000 
“potential delinquents” died in the first six 
months of last year in “gun battles” with 
police or in “score-settling” between 
gangs. Both these statistical categories are 
used to mask murders by police, according 
to criminologists. 

Critics blame a liberal new code of 
criminal procedures, adopted two years 
ago. This established for the first time the 
presumption of innocence and also lim- 
ited the practice of imprisoning uncon- 
victed defendants, which led to the release 
from jail of thousands of prisoners on re- 
mand. Though applauded by human- 
rights groups, it has proved unworkable, 
for two main reasons. First, neither recruits 
to a new prosecution service nor judges 
have been trained in the new code. Sec- 
ondly, the police are hostile to it, and as a 
result are said to have given little co-opera- 
tion to the prosecutors. 

The code has already undergone one 
reform, and now faces another. There has 
been talk of an emergency law which 
would suspend its application while the 
changes were hammered out. Meanwhile, 
the executions, though equally ineffective 
at curbing crime, continue. W 


Caribbean diplomacy 


Votes for hire 


PORT OF SPAIN 
The ostracised woo the small 


N SEPTEMBER 3rd Taiwan’s premier, 

Chang Chun-Hsiung, landed in the 
tiny Caribbean island of St Kitts-Nevis 
along with 65 officials. Mr Chang's trip will 
also take him to Dominica, Grenada and St 
Vincent, three other members of the Orga- 
nisation of Eastern Caribbean States 
(orcs), and among the handful of coun- 
tries that still recognise his government. 

Both sides get something from their 
friendship. Taiwan pays for development 
projects; the islands insert pro-Taiwanese 
remarks in their speeches at the UN Gen- 
eral Assembly. But Taiwan is not the only 
far-flung friend of the oECs countries. Last 
month the prime ministers of Dominica, 
Grenada and St Vincent visited Libya, and 
came back laden with promises of grants, 
loans and debt-forgiveness. 

What explains the discreet charm of 
these small-island states? The nine mem- 
bers of the orcs have fewer than 600,000 
people between them, or one in 10,000 of 
the world’s population. But they control 
3% of the votes in the UN General Assem- 
bly. In some other international bodies, 
they count for even more. 

The OECs states make up almost one- 
sixth of the International Whaling Com- 
mission, though none has a whaling in- 
dustry. They vote with Japan to block pro- 
posed whale sanctuaries, while at home 
they promote eco-tourism, including 
whale-watching. But Japan has been gen- 
erous: it has given several million dollars 
to each island for fisheries projects. Some 
of these are ill-conceived; in Dominica, a 
$5m complex for trawlers lies idle.Island 
leaders say they must take help wherever 
it is offered. But some OECS countries are 
doing well. And the European Union's 
grants to help restructure an uncompeti- 
tive banana industry have amounted to as 
much as 5% of GpP in some islands. Small 
need not mean desperate. W 
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Debating racism 





Shambles and fury in Durban 


DURBAN 


A United Nations world conference against racism was in tatters this week. Who is 


to blame? 


HE meeting was supposed to be far too 

important to foul up. Racism, as every 
delegate intoned, is a modern scourge. Xe- 
nophobia is evident all over the world. For 
eight days in the South African port of Dur- 
ban, the World Conference against Racism, 
Racial Discrimination, Xenophobia and 
Related Intolerance was meant to high- 
light the problem and persuade more gov- 
ernments to outlaw discrimination. An 
apology for slavery in the past might be 
forthcoming. And if minority groups— 
camera-courting pygmies and Amer- 
indians who strutted by with feathers in 
their hair—could bolster their profile and 
influence, so much the better. 

Instead, the conference descended into 
farce. On Monday the American and Is- 
raeli delegations stormed out, citing anti- 
Semitic attacks outside the official meet- 
ing. (Some activists had handed out leaf- 
lets saying Hitler should have finished “his 
job”; others accused Israel of carrying out 
genocide.) When Arab delegations tried to 
single out Israel for condemnation in the fi- 
nal declaration, the Israelis claimed the 
meeting had become a forum for racists. 

On Thursday there was some hope that 
all mention of the Middle East would be 
excised once South Africa had proposed a 
new text. A small, secretive team of Arabs, 
Europeans and Africans pored over the 
new wording and discussed whether Is- 
rael could be ignored after all. If not, Can- 
ada and all the European Union (Ev) coun- 
tries seemed ready to walk out too. 

Recriminations flew as activists, the 


noisiest from Europe and America, 
screamed at each other in front of televi- 
sion cameras. “Authentic Rabbis”, in cork- 
screw curls, waved placards condemning 
Israel and Zionism. The official Palestinian 
delegation smirked that the United States 
had shown itself isolated again. “It was the 
will of the world to condemn Israel’s ac- 
tions,” claimed a Palestinian negotiator. 

Furious African-Americans said their 
governmient’s delegation had used Israel 
as a cover to avoid the conference’s second 
difficult issue, the slave trade. The Rev Jesse 
Jackson, still America’s paramount black 
leader, muttered that the American delega- 
tion had come to sabotage the meeting. A 
South African government spokesman 
agreed that America had used the Middle 
East controversy as a red herring while it 
fled for the door. Fishy or not, it skipped 
out just as talks on transatlantic slavery 
took a turn for the worse. 

Atthe start of the week, some European 
countries, notably Germany and Belgium, 
the current president of the EU, seemed 
ready to make a general apology for slav- 
ery. African governments had assured 
them that they wanted contrition, invest- 
ment and aid rather than reparations. But 
as the week wore on, American activists 
pushed African countries to demand “res- 
titution for their immense suffering” from 
western states (ie, reparations and more 
debt relief) and recognition of slavery as a 
crime against humanity (ie, grist for law- 
suits). The Europeans promptly closed 
ranks around those old imperial slavers, 
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Britain, Spain and Portugal, which had ear- 
lier refused even to consider an apology. 

Caught in the middle, the South Afri- 
can government and Mary Robinson, the 
United Nations human-rights chief who 
was running the show, tried to limit the 
damage. There had been successes, she 
said. Some 18,000 people had attended 
from over 160 countries, including 4,000 
non-governmental activists and over 
1,000 journalists. The activists had their 
own marches and meetings, in which vic- 
tims of discrimination—an escaped slave 
from Niger, an “untouchable” widow from 
India—told their moving tales. 

But Mrs Robinson's claim, in mid-week, 
that the conference was “back on course” 
could not hide its failure. Progress on the 
200 or so clauses of the final text was so 
tortuous that few expected a finished pro- 
duct by the close on Friday night. Another 
row seemed about to erupt over the defini- 
tion of victims of discrimination, with Is- 
lamic countries desperate to avoid any 
mention of treatment of gays. 

Who is to blame for the fiasco? Mrs 
Robinson conceded this week that she had 
to take responsibility for any poor prepara- 
tion. It was clear several months ago, at 
preparatory meetings, that the Durban 
conference risked being hijacked by the 
Middle East issue or torn apart by the ques- 
tion of slavery. 

Western governments, too, share 
responsibility. By sending junior dele- 
gates, they gave the message that they 
were not taking the conference seriously. 
If the final product is a shambles, produc- 
ing not even a coherent set of intentions, 
that eases the pressure on them to tackle 
racism in their own countries. But vulner- 
able groups have missed a chance to push 
their interests on to the world’s headlines, 
and the NGOs that campaign for them 
have not strengthened their influence over 
governments. The farce in Durban has 
done no one any good. E 


49 






Iran 


The benefits of 
lashing 


TEHRAN 
Iran’s judges moderate, just a little, their 
devotion to strict Islamic law 


N AUGUST 31st two senior Iranian 

clerics praised the public whippings 
so energetically practised in Afghanistan 
and Saudi Arabia as a good way of fighting 
crime. Muhammad Khatami, Iran's presi- 
dent, furiously disagreed. He called their 
comments “unacceptable”. If there is one 
thing that refined, Shia Iranians like Mr 
Khatami cannot abide, it is being told to 
admire the ostentatiously brutal justice 
meted out by their Sunni neighbours. 

But Mr Khatami’s outburst betrayed a 
more profound frustration. Over the sum- 
mer, fearful that “social crimes” such as 
prostitution, fornication and drinking al- 
cohol were undermining society, conser- 
vative clerics have united to defend dozens 
of public lashings and two public hang- 
ings, as well as the execution by stoning of 
at least two women in jail. Some of the 
whippings have been carried out in busy 
squares in Tehran. Each incident has 
served to remind Mr Khatami, a student of 
the European Enlightenment, of his failure 
to persuade the judiciary to reform. 

No one living under Iran’s Islamic gov- 
ernment dares object to the theory behind 
such penalties. They crop up in the sharia, 
Islamic law, and enjoy divine sanction. 
Many Iranians agree that what they con- 
sider immoral and unlslamic behaviour 
threatens the social fabric. Some may even 
endorse the odd show of public brutality, 
as a warning to others. Butin fact such pub- 
lic punishments have been rare, even amid 
the religious zeal that followed the Islamic 
revolution of 1979. A balance was struck 
back then between common law and tra- 
ditional Islamic justice—allowing judges, 
for example, to jail thieves rather than or- 
der the amputation of their limbs. 

Mr Khatami, as a democrat (at least by 
Iran’s standards), reckoned that public 
opinion should determine whether or not 
the public floggings continue. Ayatollah 
Mahmoud Hashemi Shahroudi, the head 
of the judiciary and the man who ordered 
the public chastisements, claimed the pub- 
lic liked them. The dispute that followed 
was defused to some degree on September 
6th, when the judges agreed to transfer 
their authority to carry out such punish- 
ments to the police. The whippings should 
now get rarer, though they will not stop. 

It is all a far cry from 1999, when Mr 
Khatami’s reformist supporters gave Mr 
Shahroudi's appointment, in place of Aya- 
tollah Muhammad Yazdi, a cautious cheer. 
Under Mr Yazdi, the judiciary had become 
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more conservative than ever. Civil and 
criminal courts had been merged and in- 
terrogators and prosecutors sacked, with 
their duties allocated to judges who be- 
came all-powerful and overburdened. To 
shoulder the new workload, Mr Yazdi had 
appointed hundreds of young judges who 
were simply not up to the job. 

On taking up his post, Mr Shahroudi 
won support for a bold pledge to overhaul 
the “wreck” he had inherited. He sup- 
ported restoration of the old system of spe- 
cialised courts and prosecutors, and the 
draft of a bill to this effect is now before a 
parliamentary commission. With his dis- 
tant origins—he was born and brought up 
in the Iraqi shrine city of Najaf—and his 
aloofness from politics, many predicted 
that he would avoid falling into the 
clutches of the hardliners. 

But Mr Shahroudi’s approach to Is- 
lamic law has turned out to be intransi- 
gent, and the whiff of politics more pun- 
gent. Under Mr Yazdi, reformist journalists 
were tried openly, and before juries. Many 
of the dozen-odd journalists who have 
been jailed since Mr Shahroudi’s appoint- 
ment were tried in closed courts without 
them. Earlier this year a judge gave jail sen- 
tences to eight reformists for appearing at a 
conference in Berlin. In March and April 
more than 60 members of a nationalist 
group were arrested on flimsy suspicions 
that they had been planning to overthrow 
the regime. (Fifteen have been released on 
bail.) Judges have also come up with a 
novel application of an old law empower- 
ing them to confiscate the “vehicles” of 
troublemakers; they decided that some re- 
formist newspapers were “vehicles”, and 
closed them down. 

As an appointee and confidant of Aya- 
tollah Ali Khamenei, Iran's supreme 
leader, it is possible that Mr Shahroudi is 
doing only what he thinks his boss wants. 
But he seems to believe in his mission, and 
does not hide his contempt for the efforts 
of reformist deputies to monitor judicial 
abuses. Three deputies have been given 
prison sentences this summer for speaking 
out of turn—an apparent violation of their 
constitutional immunity. Mr Shahroudi 
has appointed hardliners to two senior po- 





sitions in the Tehran judiciary, and has ac- 
cepted the resignations of 57 respected but 
demoralised judges. He does not think that 
respecting human rights “means defend- 
ing the rights of killers and insurgents”. 

It appears that Mr Khatami, who is a 
charming arm-twister, may have per- 
suaded Mr Shahroudi to moderate a little. 
His intervention helped secure the release 
on September 2nd of Tamineh Milani, a 
film-maker, who had been arrested for, 
among other things, associating with 
“counter-revolutionary” groups. But the 
president's longer-term goal, the reform of 
the judiciary, remains a dream. Some se- 
nior ayatollahs recently declared their ab- 
solute opposition to modernising Iran's Is- 
lamic law. According to the head of the 
supreme court, a word from Mr Khamenei 
would have been enough to interrupt the 
lashings. He, however, has stayed silent. = 


Beckoning and 
rebuffing 


CAIRO 
An erratic charm offensive from Tripoli 


A. ultimatum came from Libya to 
American oil companies this week. Ei- 
ther you make use of your concessions 
here within one year, said the Libyans, or 
you are out for good. Typically hostile blus- 
ter, one might think, from a country that 
has been snarling at America since at least 
1805, when the marines invaded in an ef- 
fort to free some American sailors. But 
Libya has proved surprisingly loyal to the 
American firms that pioneered its oil in- 
dustry—Marathon, Conoco, Exxon Mobil, 
Occidental, Amerada Hess. Despite tempt- 
ing offers from elsewhere, it has kept their 
licences on ice for the 15 years since Ronald 
Reagan ordered them to leave. 

The gap between Libya’s gruff words 
and beckoning gestures has been growing 
ever since United Nations sanctions, im- 
posed as punishment for Libya’s involve- » 
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> ment in the Lockerbie explosion, were 
lifted in 1999. The signals can be confusing. 
During the September 1st celebrations to 
mark the 32nd anniversary of the coup 
that brought him to power, Muammar 
Qaddafi, Libya’s ruler, accused the United 
States of cooking up the Arps virus in its 
military laboratories. A day later his for- 
eign minister, Abdel Rahman Shalqam, 
told his visiting Italian counterpart, Renato 
Ruggiero, that Libya wanted better ties 
with the United States. Mr Ruggiero later 
said he had been entrusted with a letter 
from Colonel Qaddafi to President George 
Bush, presumably not about AIDS. 

The conciliatory tone was doubly sur- 
prising, since only last month the United 
States had extended its unilateral embargo 
on Libya, first enacted in 1996 to punish the 
country for supporting terrorism, for an- 
other five years. Not only does the law pre- 
vent American companies from operating 
in Libya, but it authorises the president to 
punish any foreign enterprise that invests 
more than $20m a year in the Libyan en- 
ergy industry. 

In the same vein, the United States has 
responded sharply to Libya's one-year 
“use-it-or-lose-it” deadline. Any action to 
prejudice the interests of the American oil 
companies, said a State Department 
spokesman, would make it difficult for 
Libya to develop the kind of relations with 
America that it claims to want. 

The United States’ stubbornness, so an- 
noying to Libya and American oil compa- 
nies alike, has not proved very effective. 
Libya remains a major oil producer. Its 
large, accessible, high-quality and mainly 
unexplored reserves make it a particularly 
attractive place in which to invest. Half a 
dozen European oil companies have been 
rapidly expanding their activities in line 
with Libyan plans to raise production ca- 
pacity by a third, to 2m barrels a day, with- 
in five years. Negotiations for a $5 billion 
project to export natural gas to Italy are in 
their final stages. 

In a marked shift from Colonel Qad- 
dafi’s past championing of state socialism, 
Libya has also taken to encouraging for- 
eign investment in other industries, in- 
cluding agriculture and tourism. This is 
partly prompted by fears of growing un- 
employment, yet it also seems to reflect a 
general waning of revolutionary stri- 
dency. Colonel Qaddafi recently granted 
amnesties to 107 political prisoners, in- 
cluding at least one opponent of the re- 
gime who had been held in solitary con- 
finement since 1970. 

Of course, hundreds more remain be- 
hind bars. Moreover, the colonel’s foreign 
policy continues to raise western hackles, 
particularly his backing of unsavoury Afri- 
can rulers. Libya has both praised Robert 
Mugabe's seizures of white-owned land in 
Zimbabwe and helped him out with a 
$360m deal to provide Libyan petrol to his 
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fuel-starved country. 

Yet even in foreign affairs the language 
has softened notably. Mr Shalqam was re- 
cently quoted as saying that it was time for 
Arabs and Jews to learn to coexist. At last 
spring’s summit of Arab leaders, Colonel 
Qaddafi himself drew gasps by suggesting 
that the old enemy Israel should be invited 
to join the Arab League. If only that nicer, 
more reasonable side could be displayed a 
little more often. m 


Palestinian refugees 
In the camps, 


sheer frustration 


BEIRUT AND AMMAN 


Exiled Palestinians sit out the intifada 


EWS travels fast in Ain Hilweh, a maze 

of alleys tangled with makeshift 
hook-ups to water, electricity and satellite 
dishes. Today’s news happens to be good, 
at least for the 40,000 refugees packed on 
to this Lebanese hillside. Palestinian gun- 
men in faraway Gaza have raided an Israeli 
base, killing three enemy soldiers. But the 
cheers rippling down the narrow market 
street belie deeper anxieties. 

The intifada has explosively reignited 
passions among the world’s 3.5m Palestin- 
ian exiles, and nowhere more so than 
among the 600,000 scattered among refu- 
gee camps in Lebanon, Syria and Jordan. A 
year ago Israel and the Palestine Liberation 
Organisation (PLO) were, for the first time 
ever, negotiating over the refugees’ “right 
of return”. The collapse of talks and the 





They want to join in 
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eruption of violence have stirred up bitter 
memories, thwarted hopes and rage. 

For many refugees, the worst partis not 
being able to join in. “You think the suffer- 
ing of those on the ‘inside’, who are fight- 
ing and dying is bad,” says a senior PLO 
commander in Lebanon. “For us the pain is 
worse, because we are forcibly prevented 
from martyrdom.” Two borders away in 
Jordan, a butcher at the sprawling Beqaa 
Camp echoes the sentiment. Traitorous 
Arab governments, he says, try to distract 
the refugees with empty promises and 
trashy television, when what they yearn 
for is jihad. 

Apart from holding rallies, sending do- 
nations and sucking in news broadcasts 
like chain-smokers, there is not much that 
camp-dwellers can do. In Lebanon the reg- 
ular army keeps keen guard at every exit 
from the country’s 12 refugee camps, justin 
case someone with a gun might think of 
sneaking to the Israeli border. Gesturing at 
a heavy chain-link fence that separates Ain 
Hilweh from the neighbouring town of Si- 
don, one Palestinian jokes that it reminds 
him of the homeland: it is just like the Erez 
checkpoint between Gaza and Israel. 

Security in Jordan’s camps is less visi- 
ble, though plainclothes police keep a 
watchful presence. The government re- 
cently took the further precaution of re- 
quiring licences for rallies and marches. In 
Syria such precautions are not necessary, 
since the only demonstrations allowed are 
government-sponsored anyway. 

Frustration is attracting growing num- 
bers of camp-dwellers to Islamist groups. 
Through collections in mosques and a dis- 
tribution network inside the occupied ter- 
ritories, they channel funds to the intifada 
with great efficiency. For those who can- 
not pay, the Islamists offer the comfort of 
praying for the liberation of Palestine. The 
stark, simple ideology of groups such as 
Hamas also raises their appeal. 

As a result, phrases from the Koran now 
pepper conversation in the camps. “The 
Holy Book says we must fight the Jews to 
the end, even if only in our hearts,” asserts 
a pharmacist in Jordan’s Gaza camp, near 
the Roman ruins of Jerash. A crowd of 
robed and heavily bearded men leave the 
nearby mosque, a bright new four-storey 
structure that towers over the surrounding 
breeze-block huts. One of them declares 
that this is not a war over territory, but 
rather a flat-out war of religion. It will not 
stop, he says, until the Jews leave Palestine. 

These are scary words, even to the 
many Palestinians who still hope for com- 
promise. Scarier still is the growing influ- 
ence of ultra-radical groups. Yasser Arafat's 
moderate Fatah faction controls most Leb- 
anese camps, for example, but this has not 
stopped Islamist militants in Ain Hilweh 
from fire-bombing several cafés. 

Such nasty account-settling is evidence 
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camps. This is particularly true of Leba- 
non, whose 300,000 Palestinians suffer 
not just from poverty and exile but from a 
range of discriminatory laws aimed at 
making them emigrate. They are explicitly 
forbidden to work in virtually any quali- 
fied profession, and a recent rule now also 
makes it illegal for “stateless aliens” to own 
property. At Rashidia camp, which is close 
to the Israeli border, refugees have been 
banned since 1992 from bringing in any 
kind of building material. “Not even 
stones to cover our graves,” says a camp of- 
ficial, though he admits that the Lebanese 
army is not averse to bribes. 

Things are far easier in Jordan, where 
the vast majority of Palestinians hold citi- 
zenship. Here, the largest fear is that the 
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world is simply losing interest. Basic ser- 
vices for all the Palestinian camps are still 
provided by UNRWA, one of the United 
Nations’ oldest and largest agencies. A de- 
cade of cuts, combined with the camps’ 
growing population, means that its prim- 
ary schools now work two shifts, with 50 
children to a classroom. 

An UNRWA Official in Amman, like 
most of its employees himself a refugee, 
says he grew up “living under an UNRWA 
roof, sleeping on an UNRWA blanket, eat- 
ing UNRWA rations, studying in an agency 
school using agency textbooks.” Some 
families are now into their fourth genera- 
tion in the camps. He wonders if the fifth 
generation of exiles, too, will be living on 
the world’s handouts. m 
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Wooed by cheese spread 
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A fair amount of trouble in paradise 





T 65, most people think about retiring. 
Not Albert René of the Seychelles, 
who, after 24 years in power, called an 
early presidential election for last Sunday 
and secured himself a third five-year term 
with 54% of the vote. 

Mr René’s main rival, Wavel Ramkala- 
wan of the Seychelles National Party 
(SNP), is also claiming a victory. Mr Ram- 
kalawan, a former Anglican minister, gath- 
ered a respectable 45% of the vote, more 
than double his tally at the last election in 
1998, and the snp took nine of the 22 elec- 
toral districts on the main island of Mahé, 
its best showing ever. As on previous occa- 
sions, Mr Ramkalawan claimed that Mr 
René and his Seychelles People’s Progres- 
sive Front (sPPF) won only because he had 
used government money and intimida- 


tion to bring out his supporters. A typical 
bad loser, responded the freshly re-elected 
president. 

Mr René has always been known for 
strong government, hardly surprising in a 
man who first seized power in a coup in 
1977. The man he overthrew, James Man- 
cham, chose not to stand in this week’s 
election. More surprisingly, he hinted that 
his own supporters should vote for Mr 
René rather than Mr Ramkalawan. When 
asked if those who sympathised with his 
Democratic Party should vote for the SNP 
to show solidarity against the SPPF, Mr 
Mancham replied, “When you are in a 
comfortable bed, you don’t roll off it and 
into a tin bath.” 

Under Mr René’s iron-fisted rule, the 
Seychellois have enjoyed a good life. Free 


schooling and health care and well-built 
infrastructure make the islands seem a 
paradise compared with neighbouring In- 
dian Ocean islands or continental Africa. 
Only recently have people begun to won- 
der about Mr René’s ability to manage the 
economy. Their doubts showed in his re- 
duced majority: three years ago his share 
of the vote was 67%. 

The main problem is a shortage of for- 
eign exchange. The Seychelles’ isolated po- 
sition makes them almost totally reliant on 
imports, and most staples are controlled 
by the Seychelles Marketing Board, a state 
monopoly left over from one-party days. 
The Seychelles rupee is pegged at an artifi- 
cially high level, and for some time the 
government has been struggling to control 
a burgeoning black market in hard cur- 
rency. Entrepreneurs and suppliers think- 
ing of investing in the Seychelles are 
warned on the British High Commission's 
website that settlement of invoices is likely 
to take some time. 

Tourism, the main source of foreign ex- 
change, is so vital to the economy that itin- 
fluences politics, too. New hotel projects 
and development schemes estimated to 
be worth $450m, involving companies 
from the Far East, South Africa and Mauri- 
tius, are currently under discussion. Mr 
René may well have felt obliged to call the 
election early to assure hesitant investors 
that there would be a steady hand—his—at 
the helm for some time to come. 

For ordinary Seychellois, the supermar- 
ket shelves are the best barometer of gov- 
ernment performance. For several years 
there have been periodic shortages of va- 
rious “luxury” goods, including disposa- 
ble nappies, computer supplies and for- 
eign magazines, all of which have to be 
bought with foreign exchange. SNP sup- 
porters knew they might do well in the 
election when they spotted boxes of pro- 
cessed cheese spread in the supermarket 
for the first time in three years. This, they 
assumed, was a sign of the government's 
earnest wish to woo voters. 

So far, Mr René has resisted calls from 
the 1mF and the World Bank to devalue the 
rupee. External debts to the African De- 
velopment Bank and to the British govern- 
ment, the former colonial power, are in ar- 
rears. Tough currency-control laws now 
try to ensure that tourists pay for all goods 
and services in hard currency, and that for- 
eign companies do not repatriate their pro- 
fits too swiftly. 

“The Boss”, as Mr René’s supporters call 
him, is an enduring figure. After the 1977 
coup he brought his own brand of social- 
ism to the islands, foiling foreign-backed 
counter-coups and an army revolution, 
and successfully weathering the transition 
to multi-party democracy. This, his third 
term, must be his last. He may need more 
than a few boxes of cheese spread to see 
him through the tough times ahead. m 
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President Alexander Lukashenka (above) looks set to win a rigged election. Bad 
news for everyone—especially the poor Belarussians 


MEANINGLESS election in an un- 

important country. That seems to be 
the way that the rest of the world is regard- 
ing the presidential election on September 
oth in Belarus, a country in the middle of 
Europe that makes even Russia, its neigh- 
bour to the east, seem prosperous and well 
governed. 

But writing the poll off as a large yawn 
would be a mistake. Belarus’s plight mat- 
ters to its western neighbours, and should 
matter to Russia too, although the Kremlin 
shows little sign so far of wanting to im- 
prove things there. The country is the 
weakest link in the troubled lands that lie 
between the Baltic and the Black Sea. It 
worries the West as a source of arms (for 
example, upgraded air defence for Sad- 
dam Hussein's Iraq), crime (particularly 
electronic fraud), sex slaves and illegal mi- 
grants. The use of death-squads against po- 
litical opponents, censorship and official 
xenophobia set a nasty example for politi- 
cians in countries farther east. 

Belarus’s links with Russia could also 
prove an unfortunate model for other for- 
mer Soviet republics. Although the coun- 
try is nominally independent, it has very 
close military, security and economic ties 
with Russia. Mr Lukashenka speaks fondly 
of recreating the Soviet Union, and of the 
Russian-Belarussian Union, a long talked- 
about butso far vaguely defined outfit, as a 
first step. There seems little doubt about 
the election’s outcome. Mr Lukashenka 


has a solid base of support in the country- 
side and among poorer, older and less- 
educated voters, who fear that (as in other 
East European countries) they would be 
the losers in any economic reform. More- 
over, he has all the state’s resources behind 
him, meaning payroll votes from large 
numbers of public servants, soldiers and 
so on. Almost all the official media favour 
him. Opposition candidates may by law 
spend only $14,000 on their campaigns, 
and have faced constant harassment. Sev- 
eral strong-looking ones were refused reg- 
istration or have mysteriously pulled out. 

The remainder have united around 
Vladimir Goncharik, a decent but unin- 
spiring ex-apparatchik. Some wonder 
whether even he will still be on the ballot 
by polling day. On September 3rd he re- 
ceived a written warning from the election 
commission for the serious offences of 
producing illegal T-shirts and holding un- 
authorised campaign meetings. 

Mr Goncharik’s main hope was that 
Russian television—widely preferred in 
Belarus to the stunningly sycophantic and 
dull local output—would give him some fa- 
vourable coverage, or even report damn- 
ingly on Mr Lukashenka’s misdeeds. That 
failed to happen. After some opening sal- 
voes, the main Russian channels have all 
but ignored the election, presumably on 
the Kremlin’s orders. Mr Goncharik re- 
mains virtually unknown; the opposi- 
tion’s evidence of state-sanctioned mur- 
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der, illegal weapons sales and other 
dubious dealing has little chance of reach- 
ing voters. Russia’s president, Vladimir Pu- 
tin, visibly dislikes his earthy counterpart 
in Belarus, but said firmly in July that he 
“could not and would not” interfere in its 
internal affairs. 

The only real uncertainty in the elec- 
tion is how big a margin of victory Mr 
Lukashenka wants. In 1994, as the chal- 
lenger, he won, more or less fairly, in the 
second round with more than 80% of the 
vote. Some people in the presidential ad- 
ministration may regard anything less 
than that as a defeat—although such a re- 
sult would require embarrassingly blatant 
fraud. Others think that a comfortable 
margin over the 50% needed to win in the 
first round would be enough, and would 
need only discreet ballot-rigging. 

The opposition already assumes that 
there will be fraud, and is planning a big 
protest in the centre of Minsk on Sunday 
evening. Inspired by the student-led up- 
heavals last year in Yugoslavia, some Bela- 
russians believe people power can workin 
their country too. “Change will come 
through mass protests against [election] 
falsification and murder,” says Andrei San- 
nikov, a former deputy foreign minister 
turned human-rights campaigner. Under 
American tutelage, Belarussian youth 
groups have met Yugoslav activists. “They 
help us greatly to believe that we can doit,” 
says Alexander Otroshenkov of the largest 
anti-Lukashenka outfit, Zubr (Bison). 

On past form, though, such engaging 
bravado will result in no more than a small 
gathering, quickly dispersed by police 
truncheons and water cannon. Most Bela- 
russians, even if they dislike Mr Luka- 
shenka, have little desire to have their 
heads cracked for an opposition they re- 
gard as a bunch of cranks, hotheads, medi- 
ocrities and foreign stooges. 
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The really big question is what Mr 
Lukashenka does with his victory. One 
likely priority will be revenge. He threat- 
ened this week to expel after the election 
two top westerners in Minsk: Hans-Georg 
Wieck, the wily local representative of the 
Organisation for Security and Co-opera- 
tion in Europe (OscE), the continent's 
main post-cold-war talking-shop; and the 
American ambassador, Michael Kozak, an 
old Central America hand, who has a pen- 
chant for provocative public comparisons 
between Belarus and countries he has 
tried to subvert in the past, such as Cuba 
and Sandinist-led Nicaragua. 

The West too will probably want to 
downgrade official relations still further, 
especially if the OSCE report on the elec- 
tion concludes that Mr Lukashenka’s vic- 


tory was the result of fraud. But at least for- 


eigners can go home; Mr Wieck is due to 
retire anyway. Their Belarussian protégés, 
especially those who used to be part of the 
establishment, will not be so lucky. Mr 
Lukashenka this week called Mr Goncha- 
rik “a traitor”. 

What Mr Lukashenka does will also de- 
pend on Russia, which provides the cheap 
energy and barter deals that keep Belarus’s 
Soviet-style economy clunking along. In 
return, Russia gets two useful military 
bases, plus, potentially, control over the 
country’s main industrial assets when 
they come to be privatised, as well as cling- 
ing embraces from Mr Lukashenka. “We 
have always been together with Russia, 
and we shall be with this brotherly nation 
for ages to come,” the president told the 
voters this week. Like it or not. m 


Russia’s far north 


An ambiguous 
presidential visit 


SOLOVKI 
Did Russia’s President Vladimir Putin 
go north to celebrate or repent? 


HAT was President Vladimir Putin 
trying to tell his people a few weeks 
ago when he journeyed to an extraordi- 
nary archipelago in the Russian Arctic that 
has by turns been a mighty monastic for- 
tress, a dreadful Bolshevik prison camp 
and now, since the fall of communism, the 
home of a revived community of monks? 
A former Kremlin adviser, Georgy Sata- 
rov, says there was a “coded message” in 
the president's decision to mark the tenth 
anniversary of the Soviet Union’s collapse 
by visiting the Solovetsky Islands, often 
known simply as Solovki. Coded or not, 
what was the message? 
Mr Putin used the visit to laud the 
achievements of the Russian state and the 
contribution of Orthodox Christianity, 


Multi-racial Poland 
Football can help 
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A black Pole may have changed racial attitudes, at least a bit 


P OLAND had not qualified for a foot- 
ball World Cup since 1986, but last 
week it clinched a spot in next year’s 
tournament in Japan and South Korea. 
Along the way, football-mad Poles have 
found a new hero in Emmanuel Olisa- 
debe, their Nigerian-born striker, who 
last week scored—yet again—in Poland’s 
3-0 win over Norway. He may even have 
helped Poles to reflect upon their hith- 
erto rather old-fashioned attitudes to 
dark-skinned people, still quite a rare 
sight in Poland. 

Poles now affectionately call Mr Ol- 
isadebe, 23, “Czarniecki” after Stefan 
Czarniecki, a 17th-century general who 
defeated the Swedes: czarny means 
black in Polish. Poland’s jovial coach, 
Jerzy Engel, reckons Mr Olisadebe has 
done more for race relations in Poland 
than decades of communist exhortation. 
“I cried when he kissed the Polish eagle,” 
admits a Warsaw stockbroker, referring 
to Mr Olisadebe’s habit of kissing the 
national symbol on his football shirt 
after scoring a goal. 

Mr Engel brought Mr Olisadebe to Po- 
land in 1997 to play for Polonia Warsaw, 
the club he then managed. “It was hard, 
a 19-year-old African coming to Poland. 
It was the first time he had seen snow.” 
When he first pulled on Poland’s na- 


“without which Russia could hardly exist”. 
With the Orthodox church's patriarch, 
Alexy, at his side, he echoed the conven- 
tional wisdom of the Russian nationalist 
school, now back in fashion, by calling for 
the 500-year-old monastery to be fully re- 
stored. But he went on to say that “all peo- 
ples are equal before God”—adding, less 
plausibly, that Russia had always guaran- 
teed that equality. So had he come to laud 
state power or to speak out for human 
rights? To bang the drum for Russian na- 
tionalism or to reassure ethnic minorities? 

His message wasin keeping with the ar- 
chipelago’s own peculiar ambiguity. For 
Solovki has been likened to the Garden of 
Eden, thanks to the luxuriance of the vege- 
tation that sprouts in the fleeting Arctic 
summer, and helped in its early monastic 
days to draw hermits to its tranquil soli- 
tude. But then there is Solovki’s other face. 
For most of the past 400-plus years, it has 
been a bastion of worldly as well as spiri- 
tual power. A magnificent Kremlin, with 
stone walls eight metres (26 feet) thick, be- 
tokened Russia’s imperial might, comfort- 
ably withstanding a i9th-century British 
naval bombardment. 


tional jersey, Mr Olisadebe was pelted 
with bananas. His team mates were ap- 
palled. “It was as if they were throwing 
bananas at all of us,” says Mr Engel. Mr 
Olisadebe stuck it out, though he now 
plays his club football for Panathinaikos 
in Athens. But his heart, he says, lies in 
Poland. He understands Polish after a 
fashion, has a blond Warsaw wife and, 
to Polish grannies’ delight, has even 
taken a liking to zurek, a traditional soup. 

He joined the national team at a des- 
perate time: Poland had not scored a 
goal in ten games. A downcast Mr Engel 
was watching a club match with Zbig- 
niew Boniek, a former star whose eye 
Mr Olisadebe caught. “Let's make him a 
Pole!” Mr Boniek exclaimed. Mr Olisa- 
debe, who was finding it tricky to travel 
around Europe on a Nigerian passport, 
agreed. The Polish president, Alexander 
Kwasniewski, had the five-year resi- 
dency requirement waived. Mr Olisa- 
debe has since scored nine goals for 
Poland in 11 games. 

Mr Kwasniewski says he has been 
telephoned by Leonid Kuchma, presi- 
dent of neighbouring Ukraine, which 
Poland beat on its way to qualifying for 
the World Cup. “Well done,” said the Uk- 
rainian. “But let me tell you that that Af- 
rican is no Pole.” Most Poles beg to differ. 


Then, in the 20th century, after the Bol- 
shevik revolution, the archipelago became 
a terrible symbol of the cruelty of an over- 
mighty state. Tens of thousands of people 
were incarcerated and thousands died 
horribly, as the islands were converted 
into Lenin’s first labour camp for “unde- 
sirables”. For Russians, Poles, Tatars, Cau- 
casians, Jews and others, its “equality be- 
fore God” was that of a mass grave. 
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Yet there are few public reminders of 
this nightmare to concentrate the minds of 
the few visitors who now sail here across 
the stormy White Sea or come in a weekly 
plane. A modest museum in a corner of 
the Solovetsky Kremlin devotes just one 
(very moving) room to the prison camp’s 
horrors, but a notice from the curators la- 
ments that their money has run out. As for 
the 25 or so monks who are reviving the is- 
lands’ spiritual life, they put their heart 
into commemorating the countless “new 
martyrs” who fell victim to Soviet cru- 
elty—but only a visitor with the patience to 
attend their services would ever know it. 
Does President Putin think the archipelago 
amonumentto Russian power or a terrible 
warning against its excesses. Or both? # 


France and globalisation 
In search of a 
(leading) role 


PARIS 
A French bid to lead the debate on 
globalisation 


T FIRST glance, when Lionel Jospin, 
France’s prime minister, said in a re- 
cent television interview that France 
would encourage its European partners to 
discuss adopting a “Tobin tax”, it looked 
like a spot of straightforward electioneer- 
ing. The tax was originally the idea of 
James Tobin, an American economist, 
who argued that a small levy on capital 
movements would discourage speculative 
financial flows of the sort that can damage 
wobbly economies (see page 81). Anti- 
globalisation groups, including a vocal 
French one called Attac, have embraced 
the tax as a potential source of revenue for 
poor countries—somewhat, it should be 
said, to the dismay of its inventor. So, by 





promoting it, surely Mr Jospin was just 
playing to the galleries on the left, in a bid 
to boost his credentials for France’s forth- 
coming presidential election? 

Actually, there may be more to it than 
that. The French press took Mr Jospin’s 
words at their political face value. For a 
time, and sometimes to his discomfort, the 
prime minister dominated the front pages 
and the magazine profiles. Two revelatory 
books have recently been published, trig- 
gering minute examination of Mr Jospin’s 
radical past in search of clues to his elusive 
character. Although the voters will not 
have their say until next May, there is little 
doubt that France’s election campaign is 
under way. This week Jean-Pierre Che- 
venement, a former interior minister, 
tossed his hat into the presidential ring 
(see next article). 

Mr Jospin briefly looked silly when 
Laurent Fabius, the finance minister and 
himself a possible dark-horse candidate 
for president, was quoted as pooh-pooh- 
ing the Tobin tax. In August last year he 
sent a report to parliament in which he 
wrote that there was little prospect of an 
international consensus on it and that its 
introduction would simply drive capital to 
unregulated off-shore markets. But the tax 
is only part of the story. 

Mr Fabius has not changed his view of 
the Tobin tax. Instead he has sought to 
broaden the anti-globalisation debate 
through an essay in Les Echos, a financial 
newspaper. Europe, he points out there, is 
uniquely placed to lead the discussion of 
globalisation, thanks to its experience of 
regional integration and its balanced insti- 
tutional framework. The European spirit 
leans towards the goal of better global gov- 
ernment, he said, whereas George Bush's 
America is more inclined to unilateralism. 
Mr Fabius identifies two main areas for ac- 
tion: global economic regulation and pro- 
tection of the environment. As for the To- 
bin tax, he argues that a 10% tax on arms 
sales would be a far more effective way of 
helping the poor world. 

France, it seems, has spotted an oppor- 
tunity to stamp its leadership on a debate 
about globalisation that politicians now 
reckon is not going to go away quickly. Al- 
though Mr Jospin’s remarks about the tax 
were what grabbed headlines, in his inter- 
view he too had spelt out his govern- 
ment’s keenness for a proper debate about 
globalisation involving countries, non- 
governmental organisations and interna- 
tional outfits such as the World Bank and 
the rmF. Although the prime minister did 
not say it in so many words, what better 
way for post-colonial France to reassert its 
moral and intellectual authority? 

The point has not been lost on France's 
European partners (or rivals). This week 
Gerhard Schröder, Germany’s chancellor, 
said that Germany and France should lead 
a debate on speculative capital flows and 


should examine “weak spots” in the global 
financial system. Mr Schröder has little 
faith in the Tobin tax, but he has sharp po- 
litical antennae. The next day he sat down 
for dinner in Berlin with none other than 
Mr Jospin. Like them or not, anti-globalisa- 
tion protesters have succeeded in altering 
political debate at the top. 

Also present at the Berlin dinner was 
France’s president, Jacques Chirac, fresh 
from a minor victory in one of the several 
investigations he faces into alleged corrup- 
tion. Mr Chirac has been notably silent 
since the globalisation debate jumped to 
prominence. Now he has two reasons to 
speak up. As president he will be part of 
any serious French initiative, so he will 
want to play the statesman. And his cur- 
rent lead in the polls could prove as eva- 
nescent as Mr Jospin’s sudden interest in 
the Tobin tax. Mr Chirac is likely to set out 
his own thinking on globalisation soon. m 


France's presidential hopefuls 


Also-rans or 
party-poopers? 


PARIS 
There are only two real candidates—but 
accidents do sometimes happen 


O PRIZES, say the pundits, for guess- 

ing who will be the two candidates 
fighting it out at the finish next May in the 
race to be the next president of France: the 
conservative Jacques Chirac, hoping to be 
re-elected for a second term, and his So- 
cialist prime minister, Lionel Jospin. But 
what if the pundits are wrong? What if 
one of the favourites stumbles? Surely the 
lesser candidates lining up to run in the 
first round, in April, of the two-round con- 
test have the right to dream. 

Even so, the odds look hopeless. Take 
Mr Jospin’s likely rivals on the left. Arlette 
Laguiller, leader of the Trotskyite Work- 
ers’ Struggle, is an almost iconic figure: in 


1974 she was the first woman to run for » 





Laguiller keeps on struggling 





Conferences in Italy 
Where’s safe? 


Italy’s government is looking for ways of avoiding the anti-globalisation mob 





| ene Italy’s last bleak experience of 
£\ playing host to an international 
shindig, when protesters and police 
made mayhem in Genoa at a meeting of 
the G8 group of rich countries in July, 
the government is finding it hard to 
know how-or where—to run its next 
show on the global stage. The UN’s Food 
and Agriculture Organisation (FAO) is 
due to hold its next jamboree, called the 
World Food Summit, in November. 
Oddly, people in an array of Italian 
places, some of them pretty rum, are 
itching to play host. They all want to take 
a chance~and cash in on the 3,000 dele- 
gates and as many media people who 
are likely to turn up. 


> president. Last time, in 1995, she won 5% of 
the vote. One poll says this time she may 
get 7%. If so, she might pip Alain Lipietz, a 
former Maoist who has just, against expec- 
tations, been chosen to head the Greens’ 
bid. She may even beat Robert Hue, the 
Communists’ leader, who got nearly 9% in 
his last go. Indeed, if the pollsters are right, 
she would match Jean-Pierre Chevéne- 
ment, leader of the Citizens’ Movement 
and, until last year, Mr Jospin’s robust inte- 
rior minister. Clearly, Mr Jospin, appar- 
ently first choice in the first round for 26% 
of the voters, has little to fear on the left. 
On the face of it, the same is true for Mr 
Chirac on the right. The extreme, indeed 
racist, right is split between the National 
Front’s thuggish Jean-Marie Le Pen, with 
a predicted 7%, and the smoother Bruno 
Mégret of the National Republican Move- 
ment with a mere 1%. Move away from the 
extremes and Charles Pasqua, the ageing 
leader of the Gaullist Rally for France (a 
breakaway from Mr Chirac’s Rally for the 
Republic), might get only 5%, while Alain 
Madelin, the Thatcherite-thinking presi- 
dent of the Liberal Democrats, and Fran- 


Rome, where the FAO has its main of- 
fice, was the original choice. But Italy's 
prime minister, Silvio Berlusconi, does 
not want trouble on his doorstep. The 
FAO's head talked things over with Mr 
Berlusconi this week. The food summit, 
they agreed, would still be held in Italy, 
but not in Rome. 

So where? A commission made up of 
FAO people, Italian diplomats and inte- 
rior-ministry officials will ponder the 
matter. Meanwhile Italy’s mayors are al- 
ready plugging their cities’ credentials. 
Those of Fiuggi, near Rome, Montecatini 
and Chianciano in Tuscany, are offering 
their thermal delights. Spoleto, in Um- 
bria, hints that its medieval castle would 
be ideal for keeping the mob at bay. 
Brindisi, in Apulia, is puffing up the qual- 
ity of its airport, one of the FAO’s pre- 
requisites. Nettuno, a resort near Rome, 
is another candidate. Even the denizens 
of remote and tiny Pantelleria, a Medi- 
terranean outcrop west of Sicily, say 
they can oblige. Another grim choice 
would be the large and hideous com- 
pound near Rome that serves as the inte- 
rior ministry's training school. 

The current favourite is Rimini, with 
its big airport, plethora of hotels, spa- 
cious conference centre, and people 
whose money-making instincts are 
stronger than their fear of street strife. 


çois Bayrou, boss of the centrist Union for 
French Democracy (UDF), would level-peg 
at 6%. A clear run into the second round, 
then, for Mr Chirac, who is today predicted 
to win 26% of the first-round vote? 

Not necessarily. So far Mr Chirac’s 
popularity has been impervious to the 
scandals being attached to his name, from 
rigging party finances to enjoying luxury 
holidays at the taxpayers’ expense. If it 
stays high, all his rivals on the right can 
hope for is to influence his policies or se- 
cure a promise of high office in his next 
term. But forgive the rivals, especially 
Messrs Madelin and Bayrou, if they pri- 
vately conjure up a different sequence: Mr 
Chirac is suddenly crippled by one scan- 
dal too many and either withdraws from 
the fray or is deserted by his supporters. All 
at once the also-rans become could-wins. 

Absurd? Perhaps, but they recall that in 
1974 one Valéry Giscard d'Estaing (found- 
ing father of Mr Bayrou’s UDF) came 
through against the odds to overtake the 
Gaullist prime minister, Jacques Chaban- 
Delmas, in the first round—and went on to 
beat Francois Mitterrand in the second. m 





Crisis ahead 


BRUSSELS 
EU countries must soon decide whether 
to let a split Cyprus into their club 


HRIS PATTEN, the Evu’s foreign-affairs 

commissioner, describes its plan to 
bring up to 12 more countries into the club 
as an invitation “to join in this wonderful 
experiment of arguing about fish quotas 
instead of shooting at each other”. Put less 
colourfully, the EU sees its expansion as 
above all a chance to spread peace and sta- 
bility eastwards across its continent. 

That was certainly what most of the 
EU’S Strategists hoped when they decided 
to push ahead with negotiations to bring a 
divided Cyprus into the fold. The idea was 
that both sides in the dispute, realising the 
benefits of membership, would be com- 
pelled to settle their differences. When the 
Turks on the northern side of the island re- 
fused to budge, the Eu hoped that the pros- 
pect of the internationally-recognised 
Greek part joining without the Turkish bit 
would prod them into being more flexible. 
So far, no such luck. Indeed, the growing 
prospect of the £u letting in the (Greek- 
run) Republic of Cyprus may actually pro- 
voke a conflict rather than solve one. 

People in Washington and Brussels in- 
volved in the Cyprus imbroglio now fear 
that if the Greek-Cypriot bit of the island is 
admitted, perhaps in the next three or four 
years, the Turkish reaction will be ex- 
tremely fierce. Pentagon officials have 
been briefing that, at a minimum, Turkey is 
likely formally to annex the part of the is- 
land it took over in 1974. They think Turkey 
may even try to blockade Cyprus. Andrew 
Duff, a British Euro-mp who is vice-presi- 
dent of the European Parliament's liaison 
committee with Turkey, says that his talks 
in Ankara suggest to him that a Turkish 


blockade of Cyprus would be entirely pos- »» 
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> sible, because “the ultra-nationalists in the 
parliament and the armed forces would 
insist on it.” 

Bluff, say the Greek-Cypriots and their 
supporters. The Turks are rattling sabres 
because they want to block Cyprus’s ac- 
cession to the EU on any terms but their 
own. The Ev, say the Greeks, should hold 
its nerve both for moral reasons and be- 
cause impoverished Turkey, which itself 
wants one day to join the EU, would never 
dare to provoke a war over Cyprus. The 
Greeks also point to recent unrest among 
Turks in their northern slice of the island as 
evidence that Turkey’s position there has 
become weaker. 

For its part, the eu is still hoping against 
hope that the imminent completion of ne- 
gotiations with the Republic of Cyprus 
will finally force the island’s Greeks and 
Turks to negotiate a settlement to allow the 
EU to embrace a united and peaceful is- 
land. In other words, rather than exacer- 
bate the Cyprus dispute, EU accession 
could still actually solve it. 

For most of the past year UN-sponsored 
talks on Cyprus have been in effect dead. 
In recent weeks there have been afew new 
tentative contacts. Giinter Verheugen, the 
EU’s commissioner in charge of enlarge- 
ment, has met Rauf Denktash, the Turkish- 
Cypriot leader, for the first time in more 
than a year. Kofi Annan, the UN’s secre- 
tary-general, has also met him and has dis- 
patched Alvaro de Soto, his (Peruvian) spe- 
cial envoy on Cyprus, to see if he can get 
“proximity talks” on a settlement re- 
started. This week he asked the Greek- 
Cypriots’ leader, Glafkos Clerides, and Mr 
Denktash to start chatting again, through 
UN intermediaries, in New York next 
week. No go, said Mr Denktash. 

Even if talks do begin again, there is 
scant expectation of success. Assuming 
that the islanders fail to strike a deal before 
the EU’s accession negotiations with the 
Greek-Cypriots are complete, perhaps by 
the end of next year, then what will the EU 
do? Admit the Greek-run part of Cyprus 
(in legal terms the whole island) and risk 
sparking a crisis, perhaps even a war, be- 
tween Greeks and Turks, even though the 
governments in Athens and Ankara have 
been getting along better than they have 
for some time? Or keep Cyprus out and 
run the frightening risk that enlargement— 
the EU's top strategic priority—may be alto- 
gether stymied if Greece, one of the Un- 
ion’s 15 existing members, vetoes an en- 
largement that excludes Cyprus, as it is 
entitled to? 

Counsels within the gu differ. Mr Ver- 
heugen’s officials are tilting towards ad- 
mitting a divided Cyprus—and risking the 
Turkish reaction. They cannot stomach the 
idea that the hopes of nearly 80m Poles, 
Czechs and other Central Europeans to 
join Europe’s premier club might be 
dashed by the inability of some 750,000- 


oddislanders to settle their differences. But 
people around Javier Solana, the EU's high 
representative on foreign policy, incline 
the other way—a view that may reflect Mr 
Solana’s own background as a former 
secretary-general of NATO, in which Tur- 
key is an important member. 

In the end, though, it is for the EU’s cur- 
rent 15 members to decide. Some Central 
and Eastern European applicants suspect 
that the French are lukewarm about bring- 
ing in new members and would be quite 
happy if Cyprus blocked the process. But 
other EU countries have misgivings too. 
The Dutch parliament, for one, has already 
passed a resolution saying that the EU 
should not admit a divided Cyprus. Either 
way, a crisis looms. W 


Hungary's government 


Does it like the 
market? 


BUDAPEST 
The state has stopped retreating from 


Hungary’s economy 


IKTOR ORBAN, Hungary’s prime min- 

ister, is young, right-of-centre and 
fiercely anti-communist. In many coun- 
tries—including some in Central Europe— 
that would make him a keen disciple of 
the free market. Not, however, in Hungary. 
After one of post-communism’s most suc- 
cessful economic-reform programmes, the 
government now seems to be heading in 
the opposite direction. 

Mr Orban was elected in 1998 on a 
wave of anger directed at the market- 
oriented austerity policies of his predeces- 
sors from, confusingly, the Socialist Party. 
Since coming to power he has never 
sounded like a market enthusiast, and 
some of his associates have sounded posi- 
tively hostile towards foreign investors, 
who dominate Hungary’s economy. 





Orban likes intervening 


Still, the prime minister did leave many 
of the economic foundations laid by the 
Socialists in place. Trusted free-marketeers 
were given important jobs. Zsigmond Ja- 
rai, a former head of the Budapest Stock 
Exchange, became finance minister, while 
Attila Chikan, an academic economist, be- 
came economics minister. Gyorgy Sura- 
nyi, the respected head of the independent 
central bank; kept his job. 

The prime minister was rewarded with 
economic growth that consistently ran at 
around 5% a year and a continuing healthy 
flow of investment from abroad. Yet nearly 
four years on only Mr Jarai remains in a se- 
nior position, now as head of the central 
bank. Mr Suranyi was refused a second 
term of office, and Mr Chikan sacked. With 
such restraining influences gone—and an 
election due next spring—Mr Orban's gov- 
ernment has been sounding ever keener 
on a strong economic role for the state. 

Particularly painful for some compa- 
nies—especially Mol, the mainly-private 
national oil-and-gas company—has been 
the policy of holding down state-con- 
trolled prices in order to curb inflation. Un- 
able to raise prices for natural gas, of which 
it is a monopoly supplier, to world levels, 
Mol has suffered huge losses in its gas busi- 
ness. State ownership has also staged a 
comeback. The government has dropped 
plans to privatise Postabank, a bank na- 
tionalised in 1998 to prevent its collapse. 
Instead, it will team up with the state- 
owned post office and another state- 
owned bank to form a state-run banking 
and communications conglomerate. Simi- 
larly, some privately-run motorways have 
been nationalised, after their franchise- 
owners ran into trouble; new motorway- 
building is now financed by the state- 
owned Hungarian Development Bank. 
The cabinet, meanwhile, is now promising 
state largesse for such causes as spa tou- 
rism and Budapest's bid to stage the 2012 
Olympics. 

Much of this spending is allocated un- 
der the government’s Szechenyi plan, 
named after a 19th-century reformer. Ad- 
vertised with sentimental posters about 
how Hungarians are daring to be great 
again, this development programme is pre- 
sented, as are other economic policies, as 
part of a drive to restore Hungary's bat- 
tered national pride. 

All of this is enough to worry many 
economists. But not enough to make them 
despair. Hungary’s economy, they point 
out, is already as liberal as some West 
European ones. The state has little room 
for manoeuvre. Even such an apparently 
radical step as setting up a state-run bank- 
ing group is unlikely to make much differ- 
ence in an industry dominated by private, 
foreign institutions. The government may 
be accused of setting a poor example, butit 
is not, as yet, threatening Hungary’s new- 
found economic health. m 
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Germany’s defence minister has chosen the wrong moment to be laughed at 





P OOR Rudolf Scharping. His timing, to say the least, was un- 
fortunate. On the very day that Chancellor Gerhard Schréder 
and his cabinet were meeting in Berlin to decide whether to 
send German soldiers “into harm’s way” in Macedonia, pictures 
of the country’s defence minister, hitherto famous for his deadly 
dullness, were splashed across nine pages of a popular maga- 
zine, showing him cavorting with his new squeeze, a twice- 
married countess, in a Majorcan hotel swimming pool. 

Bad luck—but bad judgment too. For the photographs had 
been taken with Mr Scharping’s full approval. Time, he must 
have thought, to brighten up his image. No more the arid, strait- 
laced, workaholic, socialist politician. Spring forward a jovial 
funster in swimming trunks, hand in hand with the glamorous 
Kristina Pilati von Thassul zu Daxberg-Borggreve (well, all right, 
most of this aristocratic mouthful came from the first of her two 
marriages). In any event, it was not quite the image you would 
expect Germany’s military boss to project, as his troops pre- 
pared to join some 7,000 of their compatriots already trying to 
keep the Balkan peace, in Bosnia and Kosovo. 

But worse was to come. Obliged to interrupt his Majorcan so- 
journ a week later to take part in a crucial vote in parliament on 
whether German troops should actually go to Macedonia, Mr 
Scharping—it was soon revealed—had commandeered a military 
flight to whisk him back to Majorca for one more night with his 
beloved, before flying on again 1,600km (1,000 miles) the next 
day to visit the boys in Macedonia, only to return to the Spanish 
island that same evening, again by courtesy of the Luftwaffe. 
The detour may have cost taxpayers as much as DM200,000 
($91,000) at a time when Germany’s oversized, ill-equipped and 
ageing armed forces are crying out for every pfennig. The previ- 
ous (Christian Democratic) government had already slashed de- 
fence spending from 3.6% of GDP in 1990 to a miserly 1.5%, but 
the Social Democrats have been pruning still more, despite dras- 
tic plans to revamp and modernise Germany’s armed forces. 

Mr Scharping’s colleagues do not begrudge him his new- 
found happiness nor the fact that both he and his inamorata are 
still awkwardly extricating themselves from marriages. After all, 
Germany’s chancellor and Joschka Fischer, the foreign minister 
and deputy chancellor, have each been married four times. But 
Mr Scharping’s colleagues have been baffled and appalled by 


the ineptitude of their former party leader, who was the Social 
Democrats’ candidate for chancellor in the general election of 
1994, when he was thrashed by the Christian Democrats’ Hel- 
mut Kohl. The defence minister of Western Europe’s biggest 
country, which has striven to play an even bigger part in NATO, 
albeit with a smaller contingent in Macedonia than its French 
and British allies had wished, has become a laughing-stock. 

The opposition, of course, is in stitches. Mr Scharping, it now 
turns out, has been using the Luftwaffe to fly him to Frankfurt, 
where his countess works as a divorce lawyer. Resign, say the 
Christian Democrats. How can a man with such poor judgment, 
ask the generals, now manage to push through a raft of awk- 
ward military reforms after losing so much face? 

It was not always so. Mr Scharping’s star once shone brightly. 
The eldest of seven children of a furniture dealer in Rhineland- 
Palatinate who went bust, Mr Scharping, now 53, worked his 
way rapidly up the Social Democrats’ ranks: he was their youn- 
gest state premier, in his home state, aged 43; the national party's 
youngest leader, at 45; and candidate for chancellor a year later. 
Serious, thorough, competent, he had always wanted to be top 
of the tree. But since his defeat by Mr Kohl, his decline has been 
fast: ousted as party leader in 1995, ousted as the party’s par- 
liamentary leader three years later, now just one of the party’s 
five vice-chairmen. And in November, at a party congress, he 
may lose even that job. In politicians’ national popularity rat- 
ings, he now comes nowhere. 

To be fair, Mr Scharping’s job at defence has been tricky. He 
was reluctant to take it after the Social Democrats won the 1998 
general election, and did so only after Mr Schröder promised 
him more cash for the forces. He started well. Many of the top 
brass heaved a sigh of relief to see the back of his abrasive 
predecessor, Volker Riihe. In contrast, Mr Scharping showed a 
welcome willingness to listen to the generals and get a feel for 
the troops’ lives on the ground. Most notably, in 1999, he was 
Germany’s first post-war defence minister to send troops into a 
war zone, in Kosovo. He fought hard for that injection of extra 
cash. His plans to overhaul the armed forces were well received. 


A year in which to shape up? 

But then, a little over a year ago, something seemed to go wrong. 
His aides say he stopped listening. They complain now that they 
can no longer get near him. Though he still puts in long hours, 
sometimes 100 in a week, defence policy has drifted. He has 
meekly accepted further cuts in his budget. Hoped-for savings 
through the sale of military assets and private companies taking 
Over various activities do not seem to have emerged. The 
planned cutting of Germany’s troops from 340,000 to 280,000 
and the chopping of civilian staff by a third may be delayed. 

Mr Scharping feels done down. He says that the new woman 
in his life, far from distracting him from his job, has made him 
calmer and more efficient at it. He says he is the victim of envy 
and malice, and will not step down. So far, though plainly irri- 
tated by the episode, Mr Schröder says he will keep him on. 
After all, to lose another minister, on top of the seven who have 
had to bow out during the chancellor’s three years in office, 
would not look good, with two state elections coming up this 
autumn, in Hamburg and Berlin, and with a general election 
barely a year away. But, if the Social Democrats hang on to 
power next year, do not bet on Mr Scharping having a nice job 
in their next government. m 








ae 


The Protestant retreat 


BELFAST 


Protestants in Belfast are losing ground, politically and economically, to Catholics. 


Hence this week’s vicious protests 


ORTHERN IRELAND has produced 
some ugly scenes in the past, but this 
week the province outdid itself. Britain’s 
television news bulletins have been 
dominated by pictures of a North Belfast 
mob hurling abuse at sobbing five-year- 
old Catholic girls on their first day at 
school. The girls’ offence was to take the 
quickest route to school, which goes 
through a Protestant estate in Ardoyne. 
These days Northern Irish politics are 
played out mostly in conference rooms, by 
men in suits who seem a world away from 
the Ardoyne bullies. But the changes that 
have led to the explosion of hatred in 
North Belfast are fundamental to social, 
and therefore political, change in the prov- 
ince. Protestants are losing control, both of 
territory and of political institutions, and 
this has made them fearful and angry. 
Ardoyne has seen some of Northern 
Ireland's nastiest episodes. It was here that 
sectarian clashes launched the house- 
burning and riots which triggered the past 
30 years of conflict. A sixth of all deaths in 
“the troubles” of the past 30 years hap- 
pened in North Belfast. Catholics in Ar- 
doyne were perpetrators, as much as vic- 
tims: in 1993 a Shankill Road fish-shop was 
bombed, killing nine Protestants including 


two girls aged seven and 13. 

As IRA violence has tapered off 
through recent years, Protestants have 
faced a different kind of threat. North Bel- 
fast used to be a unionist stronghold with 
clusters of solid middle-class Protestant 
housing, a large working-class Protestant 
population and a markedly poorer Catho- 
lic minority. These days it looks very differ- 
ent. In the 1970s, better-off Protestants fled 
“the troubles”, moving to suburban es- 
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tates, and leaving behind those who could 
not afford to get out—the old and the poor. 
Newly-prosperous Catholics started to 
move into the streets that the Protestant 
middle classes vacated. 

The big old redbrick villas of the Cave- 
hill and Antrim Roads now house the fam- 
ilies of Catholic lawyers and doctors. The 
parents who this week took the longer 
route to avoid the missiles and abuse 
walked along the upper Crumlin Road 
past Protestant houses on the right, Catho- 
lic on the left. Both have decent gardens, 
fairly new cars, a step up from Ardoyne. 
Few of the Catholic residents have been 
there for more than ten years. 

In the Ardoyne itself, the worst Catho- 
lic districts have been substantially rebuilt. 
They still have cheap shops and graffiti- 
covered walls, but the population is young 
and growing. Many of the heavies in base- » 
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> ball caps and jerkins besieging the girls of 
the Holy Cross see themselves besieged, a 
new minority. “There’s 7,000 in that com- 
munity,” said one of the protestors, point- 
ing towards Catholic Ardoyne, “and 
there’s only 1,000 in this.” 

It is familiar a pattern in Belfast. Catho- 
lics move in, Protestants move out, while 
loyalist paramilitaries attack individuals, 
businesses and sports facilities. In the 
North Belfast suburb of Glengormley, 
once largely Protestant, now increasingly 
Catholic, loyalists last month by mistake 
shot and killed an 18-year-old Protestant as 
he chatted to a Catholic friend outside a 
Gaelic Athletic Association club. 

Holy Cross has been in the same place 
for 30 years, but changes around it have 
given it a new significance. Some mothers 
of today’s small pupils at the Holy Cross 
say that as children they faced taunts walk- 
ing the same road, though never on the 
present scale. As the number of Catholics 
in the area has increased, and the number 
of Protestants has decreased, the Protes- 
tants have become angrier. 

The school first became a target in June, 
after Catholics opposed an Orange march 
in North Belfast and just before the annual 
row at Drumcree, near Portadown. March- 
ers at Drumcree have had to accept that 
they will not be allowed through a Catho- 
lic district until they gain residents’ ap- 
proval. The muttered justification for the 
first Ardoyne picket line was “we'll stop 
them getting to their school if they stop our 
marches.” 

When the cameras turned up, beaming 
pictures of tearful Holy Cross children 
across the airwaves, and condemnation 
poured in, the protesters hastily produced 
a list of justificatory grievances, headed by 
claims that the Protestant houses nearest 
Catholic Ardoyne were being attacked 
nightly. This defence gained credibility 
when, on September sth, a Catholic 
woman was charged with murdering a 
Protestant youth who was knocked off his 
bike by a car. 

While Sinn Fein, the rra’s political 
wing, is quietly smug about the inevitable 
impact of scenes of crying children on 
public opinion, unionist leaders are in de- 
spair. Billy Hutchinson, a former paramili- 
tary with two murders and a prison spell 
behind him, who is one of the few loyalists 
to back the peace process from the start, 
joined the protestors in June and tried to 
speak for them. But after a blast bomb 
went off along the route on September 5th, 
injuring a policeman, he told a reporter, 
“I'm ashamed to say I’m a loyalist,” and 
said he would reconsider his involvement 
in the protest. 

Ardoyne is a microcosm of Northern 
Ireland. Protestants are venting their frus- 
tration as they lose the upper hand, while 
Catholics are becoming more assertive as 
they gain ground. And these sociological 


shifts have a political parallel. Over the 
past two decades nationalist political lead- 
ers have steadily outflanked unionists, 
most obviously by enlisting the help of the 
British and Irish governments for a peace 
process which unionists mistrusted from 
the outset. 

The children who this week heard peo- 
ple shouting “scum” and “Fenian bas- 
tards” as they tried to go to school may 
grow up marked by the experience. But at 
least, these days, they have a variety of suc- 





cessful role models. The current president 
of the Irish Republic, former law professor 
Mary McAleese, has written about her 
time as a school-leaver in Ardoyne in Au- 
gust 1969, when she watched police stand 
by as loyalist mobs attacked Catholic 
homes. The experience, she said, forced 
her to choose between a career as alawyer 
and joining the IRA. She chose the law, 
and became a figurehead for upwardly 
mobile Catholics girls like those who are 
sobbing their way to school this week. m 





Refugees 


Not my problem 


Rows over refugees in Europe are leading to moves to tighten up and harmonise 
rules. But rules are not likely to make much difference to desperate people 


HE sources of the problem are a long 

way from Europe—but that's globalisa- 
tion for you. Among its many conse- 
quences are growing arguments between 
European countries, especially Britain and 
France, about how to deal with refugees. 

Afghan and Iraqi refugees housed in a 
Red Cross camp near the Channel tunnel 
have been making nightly forays to try to 
jump on trains or walk through the tunnel 
to get to Britain (see box on next page). The 
British government says that the French 
authorities are not doing enough to stop 
them. The French maintain Britain should 
change its regulations. 

Over the past decade, the end of the 
Cold War and the growth of regional con- 
flicts have increased the incentive to mi- 
grate, while better transportation and the 
emergence of illegal smuggling rings have 


Never mind the rules 


increased the opportunity. At the same 
time, European countries have been trying 
to control the flow by reducing social 
benefits, detaining asylum seekers and ap- 
plying a narrower legal interpretation of 
who qualifies as a refugee. In practice, this 
has translated into passing the buck to the 
neighbours. 

Switzerland and Austria have accused 
Italy of turning a blind eye to would-be ref- 
ugees heading north. Countries perceived 
to offer better conditions to asylum seek- 
ers, such as Germany, Switzerland and the 
Netherlands, have been moving to reduce 
differences. A few years ago, Switzerland’s 
minister of justice and police declared that 
the country should take steps to make it- 
self less attractive than Germany to asy- 
lum seekers. Britain is considered more ref- 
ugee-friendly than France (by both the » 
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> French and the refugees), so there are pres- 
sures on British politicians to tighten up. 
These spats have prompted efforts to 
develop common rules and regulations 
within the Eu. The Dublin Convention, 
signed by EU members in 1990, was the 
first attempt at harmonisation. The idea 
was to discourage asylum seekers from 
shopping around for the most favourable 
refuge by having them apply in the first EU 
country they entered. In practice, how- 
ever, it is difficult to prove that an asylum 


The refugees 
They want in 


SANGATTE 


But they can’t quite say why 


HEY start queuing for meals two 

hours early. In the refugee camp at 
Sangatte, near Calais, there is nothing 
else to do. There are large tents for the 
young men who make up the majority 
of the camp’s inmates, as well as cabins 
which house refugee families, but there 
are few distractions. Sangatte is not a 
processing centre: people come and go 
as they please. It is clean and the resi- 
dents seem healthy. But when it grows 
cold at night, the men head out towards 
the entrance of the Channel Tunnel, half 
a mile away, and try to break in. The ref- 
ugees have just one goal: Britain. Why? 

“I don’t know why. Because they 
have better law for refugees than any 
country,” says Saddiq Ullah, who was a 
television journalist before fleeing from 
Afghanistan. “The freedom in England is 
the main thing for us.” What if the laws 
changed? “The culture of the people can- 
not be changed,” he says. 

Like many others, Mr Ullah paid sev- 
eral thousand dollars to be smuggled to 
France in a sealed truck. Abdullah Bah- 
lol, an accountant in Afghanistan, was 
also transported by smugglers, who he 
claims at one stage kept him and his fel- 
low travellers in the basement of a 
house for a month. “We are not coming 
for food,” he says. “I was rich in my 
country. But it is my misfortune to be liv- 
ing here. Every night I go to the station, 
and many problems happen.” He says 
there is no future for him in France: he 
thinks that England, where two of his 
brothers live, will be more welcoming. 

After the long wait, dinner at San- 
gatte—rice, bread, vegetables and fruit 
salad—must be finished quickly. Nobody 
knows exactly how many mouths there 
are to feed. Estimates vary from upwards 
of 1,000, but nobody is keeping track. Al- 
though journalists are forbidden from 
entering the camp, The Economist had 
no difficulty in spending the night at 
Sangatte. A hospitable Afghan gave your 
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seeker showing up on Britain’s doorstep 
first entered Europe through France. The 
Schengen Agreement—authorising the free 
movement of people across borders—fur- 
ther blurs the trail. In addition, since differ- 
ent European countries interpret the 1951 
Geneva Convention differently, shipping 
asylum seekers back to another EU coun- 
try may end up with them getting slung 
out altogether. 

More recently, Brussels has produced a 
draft directive on asylum seekers and is 





Waiting for a break 


correspondent his bed. 

Some immigrants want to go to Brit- 
ain because they can speak English, but 
even those who cannot still believe they 
will find work there more easily than 
anywhere else. Aliyev Ali, a former po- 
liceman, claims he will be imprisoned if 
he returns to his native Azerbaijan. He 
speaks fluent German, but no English. “I 
was in Germany but they didn’t give me 
a place to live,” he says. “In France they 
don’t give us a good place or salary. Here 
there is no work.” He wants to be able to 
send money home to his young family. 

As night falls, the men put on their 
second sets of clothes and leave the 
camp to break into the tunnel. “I am go- 
ing to London!” grins Qudus Amini, an 
Afghan soldier, but he thinks it unlikely. 
“No chance!” he smiles. He shows off 
bullet wounds he says he has received at 
the hands of the French police. Why 
does he risk his life each night? “We hear 
England accepts Afghans,” he says. “We 
think this is very dangerous. But what 
do we do here?” 
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trying to come up with a common defini- 
tion for refugees. This exercise is fraught 
with tensions. Countries with restrictive 
positions are unwilling to loosen up, while 
the more liberal do not want to compro- 
mise their humanitarian principles by 
tightening their rules. 

What is more, a refugee in one country 
may not be a refugee in another. In Britain, 
Afghans fleeing persecution from the Tali- 
ban have for years been recognised as refu- 
gees. In Germany, on the other hand, asy- 
lum seekers who want to be recognised as 
refugees have to prove persecution by a 
government and until recently Germany 
did not recognise the Taliban as a govern- 
ment. This may help explain why Britain 
allows over 50% of asylum seekers to stay, 
while the proportion falls to 40% in Ger- 
many and less than 20% in France. 

Regulations, however, may not be the 
main consideration for refugees selecting a 
destination. Language, family ties, and 
work opportunities are powerful magnets. 
In Britain, asylum seekers are granted a 
paltry £35 a week, most of it in the form of 
vouchers (which is hardly better than in 
neighbouring countries). Having relatives 
or friends in the country makes it easier to 
survive, as do work opportunities. And 
people’s ideas about countries tend to 
change far more slowly than laws do. So 
tightening the rules is unlikely to have a 
swift impact on numbers trying to get in, if 
it has one at all. It is more likely to increase 
illegal immigration than to convince asy- 
lum seekers to stay at home. 

Britain’s popularity with refugees 
should not be exaggerated, either. Partly by 
coincidence (more and more Afghans are 
on the move, and Afghans tend to want to 
come to Britain) applications to Britain 
have risen sharply recently. But relative to 
their population, countries such as Swit- 
zerland and the Netherlands (see chart), as 
well as the Scandinavians, have been a lot 
more hospitable. And the picture in Eu- 
rope pales in comparison to other places. 
While a few thousand Afghans are trying 
to walk to Britain, over 3m of their compa- 
triots are sitting in Pakistan and Iran. @ 


4 Creeping up 
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Bagehot Don’t mention the S word 


Tony Blair may have to reform the public services by stealth 





Tpi June, Tony Blair has basked in the afterglow of re-elec- 
tion, having at last won the full second term that eluded pre- 
vious Labour governments in Britain. The glow has been made 
all the brighter by the dimness of the Conservatives. Their over- 
long leadership election has put their divisions on embarrassing 
public display. On September 12th, however, the Tories will 
name a leader, and attention will at last swivel back to the gov- 
ernment, where it belongs. Now that he has his second term, 
what does Mr Blair mean to do with it? 

On present showing, the second term will begin with a three- 
round fight. Next week—round one—Mr Blair goes to Brighton to 
tell the Trade Union Congress just what he meant during the 
election when he talked with so much enthusiasm and so little 
precision about using the private sector to revive Britain’s scle- 
rotic public services. Round two comes at the beginning of Octo- 
ber, when delegates at Labour’s own conference will beg him to 
renounce his apostasy and return to the statist faith. Then comes 
the return of Parliament. Will Labour backbenchers—numerous, 
confident and more disdainful than ever of the Conservative op- 
position—still let Mr Blair march across all the red lines set down 
in Labour's old ideology? Only, perhaps, if he advances by 
stealth. There may be a lesson in his handling this week of the 
education white paper, “Achieving Success”. 

Education, remember, is Mr Blair's declared priority in gov- 
ernment. It is Labour's twitchiest ideological lightning-conduc- 
tor. It is also a sector where Mr Blair owes voters a debt or two. 
For all the speeches he lavished on education in his first term, he 
lavished little extra cash. Indeed, unhelpful research this week 
from Howard Glennerster, a professor at the London School of 
Economics, says that in 1998 and 1999 Labour squeezed spend- 
ing on education to 4.5% of Gop, less than it got under Margaret 
Thatcher (4.7%) and its lowest share since the 1960s. A big spend- 
ing increase is on the way now, but at a rate which is almost cer- 
tainly unsustainable beyond a few years. So if Mr Blair is to 
transform education and the other public services, he will by his 
own admission have to combine the extra money with radical 
reform. “Without the change,” the prime minister said in Febru- 
ary, “money is simply wasted on outdated practices.” 

Brave words. And radical change is what this white paper 
was expected to contain. Mr Blair's spokesman promised that it 
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would reform England's secondary schools, putting an end to 
the “bog-standard” comprehensives that had let down genera- 
tions of students. One particularly encouraging sign was the 
horror of the teachers’ unions. They braced to resist what they 
expected to be a hideous prospectus of Blairite offences against 
orthodoxy. Selection would return to state schools, disguised 
now as school “specialisation”; whole schools would go under 
the auctioneer’s hammer as a star-struck prime minister invited 
firms to run them; the end of state education was nigh. 


Or was it? 
Odd, then, that the white paper, once out, seems so much less 
threatening, either to the unions or to Labour dogma. 

Yes, the government hopes that the promise of extra money 
and more freedom to manage their own affairs will by 2005 
have persuaded four out of ten secondary schools to special- 
ise—in maths and science, say, or in art. But Estelle Morris, the 
education secretary, insists that this will confer no power that 
schools do not already have to select a fraction of their students 
by aptitude. The point, she says, is not to create two tiers of 
schools but to inject into as many schools as possible some of 
the quality-raising buzz that specialising seems to give them. 
And, yes, there will be an enhanced role for the private sector, 
but the role will be carefully circumscribed. For example, private 
firms that find their way on to an approved list may be asked to 
rescue state schools that are failing, and sometimes even to in- 
troduce new schools. But none of this should change the fact 
that education is a “public service delivered by public servants”, 
A newspaper article on the white paper, published on the day of 
its launch under Mr Blair's name, said nothing at all about the 
role of private firms. 

This is calculation, not oversight. At the ruc conference, and 
then at Labour’s, the big unions intend to hold rallies under the 
slogan “Keep Public Services Public”. Polling firms have mean- 
while published one survey after another showing that voters 
agree. One such, by MORI for the Times, found that more than 
six out of ten of voters would like schools and hospitals to be 
provided entirely or mostly by the public sector, with fewer 
than three out of ten preferring a mixture of public and private 
providers. In the face of all this, you can see why it was prudent 
of Mr Blair to take some evasive action. The question is whether 
evasive action is the same as headlong retreat. 

It need not be. According to the National Union of Teachers, 
the tone of the white paper has “significantly softened” since 
July. This is bad: when the NuT stops complaining, school re- 
formers should start to worry. The consolation is that the union 
may well have declared victory too soon. 

It is now plain that Mr Blair and Mrs Morris dare not argue 
openly for selection, which remains anathema to much of the 
party. That whole argument, they say in the familiar manner of 
New Labour, is just another “sterile” debate of yesteryear. This 
lack of plain talk is a pity. Public policy is likelier to succeed 
when its framers set out their objectives honestly. All the same, 
the present spin will count for less than the new pattern of 
school incentives that the white paper foreshadows. Much 
therefore depends on round three, as the education bill wends 
through Parliament. But in the long run, the logic of specialisa- 
tion, and the promise to relax central controls on good schools, 
points to selection by aptitude. That is a good thing, even if Mr 
Blair still cannot bring himself to say so. m 
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Too much to read! It’s impossible to 
find time to read today’s top business books 
— and thousands are published each year. 
And how do you even know which titles 
are worthwhile? 

Fortunately, there's a solution... Soundview 
Executive Book Summaries. (It really 
works, In fact, it’s guaranteed to work.) 


Every month, you receive two or three 
quick-reading, time-saving summaries of the 
best new business books. 

Each summary contains all the key points 
in the original book. But, instead of 200 to 
500 pages, the summary is only 8 pages, 
taking just 15 minutes to absorb! 
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With Soundview Executive 
Book Summaries, you will: 


1. Know the latest changes 
and developments in 
business, without hours 
of intense reading. 


2. Quickly get ideas you can 
use immediately. 


3. Learn more, remember more. 
(According to a scientific study, 
you remember more when 
ideas are presented in summary 
form than in book form.) 


4. Get the “meat” of a book in minutes 
instead of hours. 
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Our Guarantee 


If at any time during your subscription, 
you are not completely satisfied, you may 
cancel, receive a full refund, and keep 
everything you have received. 


2 Free Bonuses 
With this offer you will receive a free copy 
of rp ad Success — the book with hun- 
dreds of terrific ideas from past summaries. 
If you act now, we'll also extend your sub- 
scription by 2 months — free. That's 14 
months for the price of 12. 


Order online at: 


How many of these influential | | 

business books have you read? ° SNe money. To buy the $9 books bb.summary.com 
How Digital Is Your Business? year, it would cost you over $800. Call: 
by Adrian J. Slywotzky There's nothing else like Soundview 610 558 9495 
Profit from the Core Executive Book Summaries. The Wall Or 
by Chris Zook and James Allen Street Journal called it an “answer to Fax: 6 1 0-5 5 8-949 1 


The Customer Revolution 
by Patricia B. Seybold 


what is becoming an increasingly irksome 
management problem: too much to read.” 
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You know you’re the best. 


Lets make it official. 


C |Z @) Asia Achievements in Best 

Practices Awards 2002 
CFO Asia Achievements in Best Practices Awards 2002, is the only pan-Asian competition t 
tind and recognize the best in financial leadership. It honors individuals who have created value 


for their entire organizations through strategic vision, leadership, creativity and innovativeness 


The awards also recognize CFOs that are taking on new strategic and operating resp ynsibilities. 


Award Categories 
Raising Capital Turnaround Management 
Managing Finance in an SME Driving Revenue Growth 
Finance Transformation in the Internet Era Risk Management 
Managing External Stakeholders 
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BEST PRACTICES 
lo enter or for morè information: AWARDS 2002 


Visit www.cfoasia.com 
Tel: (852) 2585 3263 
Fax: (852) 2827 5111 


E-mail: enterprises@cfoasia.com 
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Hewlett-Packard and Compaq 





Sheltering from the storm 


SAN FRANCISCO 


Hard times lie ahead if Hewlett-Packard and Compaq merge 


ESS than four years ago, in January 1998, 
Compaq, a large maker of personal 
computers, bought Digital Equipment 
(DEC), one of its competitors. The com- 
puter industry has a short memory, and 
few now recall that the $9.6 billion take- 
over, then the biggest in the history of the 
computer industry, proved to be a total di- 
saster, distracting management at a time 
when the merged firm’s core businesses 
badly needed more attention. 

The risks are high that Hewlett-Pack- 
ard’s record-setting acquisition of Compaq 
will be a replay. When the two chief execu- 
tives, Carly Fiorina and Michael Capellas, 
announced the deal in New York on Sep- 
tember 4th, they repeatedly insisted that 
they had put together a detailed “integra- 
tion plan” even before calling in the invest- 
ment bankers. But the challenges of merg- 
ing these two companies, which have 
wildly different cultures as well as over- 
lapping product portfolios, will be at least 
as great as those of the DEc takeover. 

Unsurprisingly, Hp’s share price 
promptly fell, and was down by almost a 
quarter by the end of the day on Septem- 
ber 5th, reducing the value of the all-share 


deal by almost $6 billion to less than $20 
billion and wiping out the premium that 
Compaq’s shareholders were supposed to 
get. The shares of the two firms’ main ri- 
vals rose sharply. The takeover may yet be 
called off if Hp’s shares do not recover (al- 
though that could be expensive: the firms 
have agreed on a $675m break-up fee). 

Yet HP and Compaq had no real alter- 
native. Both have been buffeted by three 
powerful forces: the slump in information 
technology (which will last at least until 
the middle of next year); cut-throat compe- 
tition; and technological shifts that are 
turning hardware, the mainstay of the two 
firms, into a commodity. 

Other options were hardly attractive. 
HP could have shed its struggling personal- 
computer unit and even its high-end com- 
puter business, as some critics have sug- 
gested—turning one of Silicon Valley’s 
proudest firms into a mere supplier of 
printers and ink cartridges, albeit a highly 
profitable one. The outlook for Compaq, 
which created the modern Pc business in 
the early 1980s, was even darker, in the 
view of many. Sooner or later, Dell Com- 
puter, its hyper-efficient rival, might have 
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put Compag out of business. 

Naturally the two firms protest that 
their merger is not merely defensive. By 
joining forces, they hope to offer custom- 
ers “exactly what they want today”, as Ms 
Fiorina says (so what have they been of- 
fered until now?). She has in mind cutting- 
edge hardware, but also services and “so- 
lutions” that can help to make corporate 
investment in information technology 
more productive. The model is 18M, which 
is still seen as a hardware firm, but makes 
most of its money by selling consulting, 
outsourcing and support. “For the first 
time in a very long time, 1BM will have a 
competitor that is strong enough to take it 
head-on,” says Ms Fiorina optimistically. 

The merged company will at least be in 
the same league as Big Blue in size, with to- 
tal annual revenues of about $87.4 billion 
and operating profits of around $3.9 bil- 
lion. It will do business in 160 countries 
and employ more than 145,000 people—at 
least initially, before planned lay-offs of 
15,000 (which are to generate three-quar- 
ters of the $2.5 billion annual cost savings 
that the merger is supposed to produce). 

Although Hp and Compaq are about 
the same size, with $47 billion and $40.4 
billion in revenues respectively, it is the 
former that is taking charge. Ms Fiorina 
will be chairman and chief executive of 
the new entity, while Mr Capellas will 
serve as president. The merged company 
will be called Hp, and its headquarters will 
be in Silicon Valley’s Palo Alto. Moreover, 
HP’s shareholders will own 64% of the 
new firm, those of Compaq only 36%. 


The lines of command need to be clear, » 
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because the “new Hp”, as Ms Fiorina al- 
ready calls the merged company, has diffi- 
cult times ahead. First, she must convince 


shareholders that the deal makes sense. — 


Then, regulators on both sides of the At- 
lantic must agree to let it through. Al- 
though they will certainly scrutinise the 
deal, the trustbusters ought not to derail it. 
The merged company will account for 
more than three-quarters of pc sales in 
American retail stores. But many consum- 
ers prefer to order their computers online, 
where there is more choice. At worst, the 
new firm may have to sell a small part of its 
business, such as a high-end server line— 
though nobody should ever take the Euro- 
pean Commission for granted. 

Ms Fiorina and Mr Capellas hope to 
start implementing their integration plan 
some time in the first half of next year. 
First, though, they must settle some crucial 
but painful details. For instance, where 
should they cut the 15,000 jobs? Which of 
their overlapping products should they 
drop—without upsetting customers in the 
high-end computer market who have built 
their businesses on these machines? The 
“new HP” will also face strategic chal- 
lenges in all four of its new operating units: 
e Access devices: this unit will include pcs, 
but also handheld computers and other 
devices, although the pc will still generate 
most revenues. Although the merged com- 
pany will be the world’s largest pc vendor, 
with 19% of the global market, leapfrog- 
ging Dell’s 13%, HP can catch up with the 
leader only if it can emulate Dell’s build- 
to-order manufacturing, which has re- 
duced inventory to hours. 

è IT infrastructure: the new firm would ac- 
count for 37% of worldwide sales of server 
computers, the workhorses of corporate 
IT. Yet both companies have been on the 
defensive in this market. Compaq strug- 
gled to beat off Dell; and Hp never regained 
the ground it lost to 18m and Sun in the 
market for high-end servers running the 
Unix operating system. 

e IT services: here, the merger gives the 
company critical mass—something that 
both firms tried in vain to acquire on their 
own (HP failed to buy the consulting arm 
of PricewaterhouseCoopers last year). But 
even the combined unit will find it hard to 
compete with 1nm’s Global Services divi- 
sion and Electronic Data Systems (EDs). 
Much of what the “new HP" will be able to 
provide will be only basic maintenance 
and support. And it will not be a signifi- 
cant competitor in enterprise software. 

e Imaging and printing: this unit has been 
HP’s crown jewel, with a 39% global mar- 
ket share. It has long subsidised other busi- 
nesses. But it has been hit by the global 
downturn and increasing competition 
from low-cost rivals such as Epson and 
Lexmark. 

If the deal goes through, there will be 
one clear winner: Ms Fiorina. Her honey- 





moon with Wall Street had already ended 
abruptly. Last December she rashly prom- 
ised growth of 15-17%, despite signs that 
the economy was already slowing. In re- 
cent months, there has been speculation 
that she might lose her job. The merger 
would give her another couple of years to 
prove that she can turn around a large 
company. If things turn sour, though, she 
will follow the track of Eckhard Pfeiffer, 
the architect of the Digital takeover, who 
was fired ignominiously as Compaq’s 
chief executive 15 months later. 

Ms Fiorina will certainly leave a mark 
on the computer industry. If she succeeds, 
the losers will be HP’s competitors, who 
are now drooling at the prospective up- 





heaval in the merging companies and 
among their customers. 1BM’s service divi- 
sion may grow more slowly; Dell could 
discover that an efficient supply chain 
does not guarantee lasting success; and 
Sun might suddenly look very old. The 
new HP may sell lots of computers based 
on Intel's new Itanium chip, competing 
with Sun's expensive proprietary systems. 

If, on the other hand, the takeover is a 
disaster, expect another “biggest deal in 
the history of the computer industry”. But 
it may not be another merger.Rather, HP 
will do the splits, separating into one com- 
pany for consumer products and another 
serving business customers. And Ms Fio- 
rina will be toast. m 





The mess at Marconi 


Tell it straight 


The British telecoms-equipment company has revealed more huge losses and got 
rid of both its chairman and its chief executive—at last 


“T WOULDN'T call this a severe crisis, I 
would call it a challenging set of cir- 
cumstances.” Those were the weasel 
words of Steve Hare, finance director of 
Marconi, on September 4th. Read them be- 
side the news that Marconi’s shares have 
fallen from £12.50 ($18.13) a year ago to 
around 38p this week. Note that the com- 
pany said in July that it was breaking even 
in the first half of its trading year, but this 
week admitted to a £227m loss in the first 
quarter alone. Recall that the company 
said in July that its operating profit for the 
full year would fall by half, but now im- 
plies that the outcome will be much 
worse. And consider that Mr Hare is the 
same finance director who admitted that 
the stupidly optimistic July forecast had 
been based only on sales forecasts and 
that worse news about profitability had 
become available within two weeks. This 
bad news was not to be released for an- 
other seven weeks. 


This week Marconi at last kicked out its 
chairman, Sir Roger Hurn, and its chief ex- 
ecutive, George Simpson, whose credibil- 
ity had sunk with the company’s share 
price. In July it was Lord Simpson's deputy 
and designated successor, John Mayo, 
whose head had rolled. Marconi shares 
have not been so talked about since the 
Marconi scandal on the eve of the first 
world war, when some ministers were ru- 
moured to have bought shares before the 
company won a big government contract. 
At least then the shares were rising. Mar- 
coni’s fall in the past year is dismally remi- 
niscent of the events of the early 1990s, 
when popular shares of the 1980s, such as 
Polly Peck, collapsed in ignominy. 

How different it all looked a year ago. 
Solid, sensible and popular Lord Simpson 
was brushing the cobwebs from the old 
General Electric Company (GEC), where 
he had succeeded the ultra-cautious Ar- 


nold Weinstock. Lord Weinstock clung to »» 
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> office too long and missed many opportu- 
nities to grow; but he kept a pile of cash in 
the bank against difficult times. His succes- 
sor sold Gec’s defence business and then 
went on a $7 billion spree, mostly buying 
American telecoms-equipment firms. 

The first worries about this sector sur- 
faced last October. Soon after Marconi was 
listed on the Nasdaq exchange, its share 
value fell sharply. Investors had been sell- 
ing high-tech stocks over the previous six 
months. Marconi was moving heavily into 
broadband communications equipment 
and optical switches at the cutting edge of 
technology. Outsiders feared that tele- 
coms operators would cut investment on 
such things, because of the huge sums 
they had spent to win third-generation 
wireless licences. Marconi (as GEC was re- 
named in 2000) brushed them aside. It 
was wrong and they were right. 

In the first quarter of Marconi’s finan- 
cial year, beginning in April, sales in its 
core business fell by 25%. The company has 
been unable to cut costs fast enough to 
keep pace. It said this week thatit could not 
give any indication of full-year sales and 
operating profits. Many analysts now 
think the company will report a loss. It is 
also bleeding cash heavily (estimated at 
£657m in the first half of this financial year) 
and has debts of £4.4 billion. 

Marconi’s top executives had always 
insisted that it was going to be spared the 
worst of the telecoms meltdown, because 
its products were at the high end of the 
market, and because it was not so heavily 
dependent as its rivals on the American 
market. But the explosion of broadband 
demand that Marconi was banking on has 
failed to happen, weakening demand for 
its upmarket optical switches for the fore- 
seeable future. Any company would find it 
hard to cope with the combination of 
cash-strapped customers and a new mar- 
ket that fails to bloom. 

By far the most worrying thing about 
Marconi over the past nine months is how 
slow the company’s management, led by 
Lord Simpson, was in grasping what was 
happening, and in explaining the com- 
pany’s predicament to the financial mar- 
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kets. That has particularly infuriated an- 
alysts. They resent almost as much the fact 
that the sacked chief executive, who seems 
to have lost control of the business over 
the past year, will walk away with a hand- 
some pay-off of around £1m. 

There was always a suspicion that the 
transformation of GEC into Marconi was 
really just fancy financial engineering to 
create a group that might then be taken 
over by world-leading competitors such as 
Lucent or Nortel. How shareholders must 
wish that had happened. But since those 
industry leaders also hit the same storm 
that has broken over Marconi, they have 
been in no position to buy. Even so, as the 
new management team of Derek Bonham, 
a stalwart of the former Hanson conglom- 
erate, and Mike Parton, a GEC insider, try 
to stop things getting worse at Marconi, 
predators may be circling. Last year it 
would have cost around £35 billion to buy 
Marconi. Today, it would take not much 
more than £1 billion—and one day, that 
broadband boom may actually happen. @ 


India’s sluggish privatisation 
Unproductive 


DELHI 
Why India’s economy needs faster 
privatisation 
j ew privatisation of India’s hundreds of 
public-sector businesses looks ever 
more difficult, but also ever more essential. 
In spite of many government promises, 
management control of only three opera- 
tions has moved from public to private sec- 
tor. Yet on September 7th a report from 
McKinsey, an international consultancy, 
reiterated the importance of privatisation 
as part of a 13-point list of recommenda- 
tions to raise the country's productivity. 

The latest problem is Air India. A mod- 
est airline, with 26 ageing aircraft flying to 
33 destinations outside India, its return to 
the private sector, nearly 50 years after In- 
dia’s government nationalised it, would 
hardly transform the economy. But it 
would transform the airline, which has 
been losing money for six years and does 
not have enough jets to fly all the routes to 
which it has rights. It would also be a sign 
of government resolve to withdraw from 
commercial enterprises, which it manages 
badly, and to concentrate on public ser- 
vices instead. 

That plan was shaken on September 1st 
when Singapore Airlines, the foreign 
partner in the only consortium in the run- 
ning to buy the 40% stake the government 
now wants to sell, said it would not bid. 
The privatisation is not quite dead, but the 
Tata group, Singapore’s Indian partner, 


* 
f > 
: ya ti ~- 9 id è 2. 
f 4 “At z PON p -s +d > ps 


India's labour productivity, 1998 
United States=100 


0 20 40 60 80 


a 


Telecoms 


Retail banking 


Ownership: 
Power transmission public 
and distribution i — private 


Source: McKinsey 


which founded Air India, is not sanguine. 
“We can't go it alone”, says Ishaat Hussain, 
Tata’s finance director. 

Singapore Airlines was blunt about its 
reasons for withdrawing. It was “surprised 
by the intensity of opposition” from politi- 
cians, unions and the media. Similar coali- 
tions have frozen India’s overall privatisa- 
tion programme and held progress in 
broader economic reform to a glacial pace. 
Air India’s domestic-market sister, Indian 
Airlines, has no prospective bidders. The 
government wants to reduce its stake in 
VSNL, which has a monopoly of interna- 
tional telephony until next year, but po- 
tential bidders fret about regulatory uncer- 
tainty. India’s finance minister promised 
to raise 120 billion rupees ($2.5 billion) 
from privatisation in the current fiscal year 
(ending on March 31st) but has not sold a 
single company this year. 

That is not good enough, says McKin- 
sey. In a report on India’s economy, the 
consultancy points out that 43% of India’s 
capital stock is owned by the state, and 
that the productivity of these assets is well 
below the Indian average (see chart). So 
far, the government has picked 32 enter- 
prises (many of them small) for privatisa- 
tion, if possible, this fiscal year; McKinsey 
argues that central and state governments 
should sell 30 companies a year for the 
next three years, starting with the biggest 
and raising $10 billion-15 billion a year. 

India’s low productivity is the central 
preoccupation of McKinsey’s analysis, 
which starts with the unexceptionable ob- 
servation that India needs nearly to dou- 
ble its economic growth rate to 10% if itis to 
employ the masses due to enter the work- 
force over the next decade. In a dozen 
“modern” sectors, labour productivity is 
15% of the American average, McKinsey 
found. Itis as high as 44% of American lev- 
els in software, but as low as 1% in electric- 
ity distribution. McKinsey reckons that In- 
dia can double its growth in labour 
productivity to 8% a year and increase cap- 
ital productivity by 50%. That would push 
economic growth to double digits with 
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> economists assume to be necessary. 
Government ownership of business 
apart, two other obstacles block the path. 
One is what McKinsey calls “product mar- 
ket barriers”. These include such well- 
known obstacles as restrictions on the size 
of companies allowed to make some 800 
different products, as well as some less fa- 
miliar ones such as a ban on foreign invest- 
ment in retailing, which keeps consumer 
prices artificially high. The other consists 
of distortions of the land market, such as 
badly defined titles and rent controls, 
which McKinsey reckons reduce growth 
by 1.3 percentage points a year. Compared 
with these, the McKinsey consultants ar- 
gue, poor roads and inflexible labour 
laws—among the commonest com- 


Trade publishing 


Reshuffling the titles 
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plaints—exert only a minor drag. 

India’s government may just be in a 
mood for the sort of boldness McKinsey 
calls for. On September 1st the prime min- 
ister reorganised his cabinet, promoting 
the minister with responsibility for privati- 
sation, Arun Shourie, to cabinet rank, and 
shifting the ministers for aviation and tele- 
coms, who had resisted reform, into other 
jobs. Pradip Baijal, the senior bureaucrat in 
charge of privatisation, promises that half 
a dozen companies, including vsNL, will 
be sold to strategic investors within “two 
to three months”. He goes on, “If we are 
able to do that, the extent of criticism will 
reduce dramatically”. That is true, but the 
government is better at making promises 
than at keeping them. m 


Why are so many companies selling their trade journals? 


HEY are hardly titles to set the pulse 

racing: Frozen Food Age, Convenience 
Store News, Paperboard Packaging World- 
wide. But the magazines that make up the 
trade publishing world, the unglamorous 
sister of consumer publishing, are in up- 
heaval. Only last week, Vivendi Universal, 
a French media giant, got rid of its health 
and business publishing division to Cin- 
ven, a British investment house, for €2 bil- 
lion ($1.8 billion). Other trade publishers 
seek buyers too. What has gone wrong? 

At first glance, it would seem that trade 
publishing is losing its allure. Vivendi is 





A Hairdresser’s Weekly, please 


not the only group trying to shed its busi- 
ness titles. In August, Wolters Kluwer, a 
Dutch publisher, announced that it was 
putting up for sale Ten Hagen & Stam, a 
small trade-publishing division. Last year, 
United News and Media, a British media 
group, sold Miller Freeman, its trade-com- 
munications business. Bertelsmann, a 
German media giant, is said to want to off- 
load BertelsmannSpringer, whose trans- 
port and construction titles are European 
market leaders. 

Certainly, the economic downturn has 
battered advertising income for the busi- 





ness journals, as it has for the consumer ti- 
tles, particularly in the technology and te- 
lecoms sectors. VNU, a Dutch publisher, 
recently said that year-on-year advertising 
volumes at one of its trade titles, Ad Week, 
had fallen by 60% in the first half of 2001. 

Yet this rush to abandon a traditionally 
lucrative industry looks odd. Margins in 
trade publishing can reach around 20%, ac- 
cording to Simon Wallis, at WestLB Pan- 
mure, an investment bank, compared with 
about 15% for consumer titles. This is 
chiefly because the market is made up of 
lots of small, specialised niches, with 
semi-captive audiences. If you have the 
must-read title in, say, the non-ferrous met- 
als industry, you can charge relatively high 
subscription and ad rates. At the same 
time, the expertise, brand name and client 
list that a market leader builds up makes it 
hard for any rival to elbow its way in. 

In fact, what is happening is not a 
wholesale disaffection with the industry, 
but a reshuffling of assets within it. Three 
developments are taking place. First, pub- 
lishers are specialising in the industries in 
which they are strongest. So United News 
and Media, for instance, which is strong in 
technology, has sold Miller Freeman, and 
with it lots of unrelated titles such as Fro- 
zen Food Age and the Hollywood Reporter, 
while it has bought CMP Media, an Ameri- 
can business-communications company 
specialising in technology. Reed Elsevier, 
an Anglo-Dutch publisher, has been tight- 
ening its grip on four areas—science, legal, 
education and business—and recently 
spent $4.5 billion acquiring Harcourt Gen- 
eral, an American publisher in those fields. 

Second, trade publishers are trying to 
use their specialist brands to sell other ser- 
vices, such as conferences, trade fairs, 
training or market research. “Publishers 
need to migrate from the old single-reve- 
nue model to a multiple-revenue model, 
organised around their customers,” says 
Peter Kreisky of Mercer Management Con- 
sulting. While the idea is not new, the need 
to apply itis all the more pressing now that 
ad revenues are drying up. Advanstar 
Communications, an American business- 
information firm, has been a pioneer in or- 
ganising itself around the groups it serves, 
such as pest-controllers or beauticians, 
and then selling not only a trade journal 
but, say, a pest-control reference guide or a 
seminar on hair-colouring. 

Because many trade journals, particu- 
larly in America and Britain, are distri- 
buted free to consumers in return for loads 
of personal information, there is also 
scope for mining and selling that data. 
Mindful of this, vNu recently bought A.C. 
Nielsen, a market-research firm, having al- 
ready acquired Nielsen Media Research, a 
television-ratings firm, back in 1999. 

The third trend is the reorganisation of 
trade publishing from geographic to indus- 


trial lines. In the past, European publishers »» 





> tended to own both consumer and busi- 
ness titles, but chiefly in their home mar- 
ket. Today, most groups are choosing to 
specialise in one area, but then to do it 
worldwide. As recently as 1992, for in- 
stance, VNU made three-quarters of its rev- 
enues in the Netherlands and Belgium. 
Now, in a bid to become a global business- 
communications group with expertise in 
the media, vNu has splashed out on Miller 
Freeman's American trade titles. In July, it 
sold its consumer magazines to Sano- 
mawsoy, a Finnish media group, for 
€1.25 billion, and last month it offloaded 
its education-information group too. To- 
day, over half of vNu’s revenues come 
from the United States, and the group has 
shed entirely its consumer interests, the 
original cornerstone of its business. 
Vivendi's sale to Cinven follows similar 
logic. Its publishing interests used to centre 
on France, and to cover both business ti- 
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tles, such as La France Agricole, and con- 


sumer ones, such as L'Express, a current-af- 


fairs magazine. Now, having sold its trade 
titles, and paid $2.2 billion in June to buy 


Houghton Mifflin, an American educa- 


tional publisher, Vivendi has become an 
international consumer media group. 
The appeal of a reshuffle along these 


lines may explain Cinven’s purchase of Vi- 


vendi’s trade journals. This division con- 
tains a motley bunch of some 50 titles, 
mostly in French, ranging from medicine 
to construction, and 66 branded trade fairs. 
It would make strategic sense, say industry 
watchers, to sell some of those French ti- 
tles to the global specialists. And Cinven is 
hardly shy of dealing in media stocks at a 
volatile time for the industry. In July it sold 
IPC, a British magazine publisher that it 
had acquired just three years previously, 
to AOL Time Warner, for £1.15 billion ($1.63 
billion). m 


ts of interest have caused trouble for Hollywood’s trade papers 


Fils gossip has become a siaple of 

popular magazines and televisi 
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ers, there are still only two publications 
that really matter when it comes to dish- 
ing the dirt on their business. Variety 
and the Hollywood Reporter both have 
daily and weekly editions, and circula- 
tions of only 34,000 and 32,000 respec- 
tively, but are read by who 
matters in the industry. Lately both have 
found themselves in trouble for getting a 
little too close to their subject. 

Problems first flared up at the Holly- 
wood Reporter, in April, over a columnist 
who was alleged to be trading compli- 
ments in his pieces for favours from film 
companies, including the free use of a 
luxurious office. He was also accused of 
getting producers to list him as an actor 
in movies in which he had not ap- 
peared. These credits allowed him to 
maintain his membership of the Screen 
Actors Guild (sac), a trade union, and 
so retain pension and health-insurance 
benefits. 

Awkwardly, the details had been un- 
earthed by another journalist at the Re- 
porter, who then resigned (as did the 
editor of the paper) when the publisher 
poro The offending column 

has since been can- 
celled—while the publisher and sac in- 
vestigate the allegations. The paper 
continues without an editor. 

Variety too was briefly without an 
sion of Peter Bart, a former studio execu- 
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tive whose influential weekly column 
takes moguls and actors to task for 
everything from their business decisions 
to their dress sense. A profile in Los Ange- 
les Magazine reported him airing deroga- 
tory views on homosexuals, blacks and 
that he had tried 
to sell a film script he had written, in 
contravention of editorial policy. 

A foul mouth and a script to sell are 
hardly rare crimes in Hollywood, but the 
article elicited a series of shocked repri- 
mands, some of them doubtless from 
former victims of Mr Bart’s pen. Mr Bart 
was duly suspended by Variety’s pub- 
lisher, and reinstated on August 30th 


only after uncing himself “deeply 

Banded saa agreeing to undergo “diver- 
sity Ra rae a ey judged the film- 
script allegation to be false. 

Whether the rumpus will change 
much at the papers is exits doubtful. Holly- 
wood’s wheeler-dealers like the feeling 
that their news is written by people who 
understand them. 





Logistics 
From cul-de-sac to 
crossroads 


BAD HERSFELD 
How German reunification 
transformed a small town’s economy 


S THE old adage has it, only three things 
matter about property: location, loca- 
tion and location. In Bad Hersfeld, they 
know how true this is. In 1989 the town 
was a dead end. It lay just inside West Ger- 
many, in the “Fulda gap”—supposedly the 
likeliest route for a Soviet invasion. Now 
Bad Hersfeld is slap in the middle of united 
Germany, with a motorway crossroads on 
the doorstep. Trucks, not tanks, rumble 
north, south, east, and west. 

The change has attracted a clutch of 
firms that need to send goods punctually 
all over Germany. The next arrival, bring- 
ing 110 jobs to start with, will be rs Com- 
ponents, a catalogue supplier of electrical 
and mechanical parts. Its managing direc- 
tor, Lothar Weisse, says that he expects 
goods ordered before 8pm to be delivered 
to customers the next day. Mr Weisse’s 
next-door neighbour will be Amazon, 
where 550 people work: all orders from the 
online bookseller’s German website are 
received, processed and sent out from a 
42,000 square-metre (452,000 square- 
foot) site south-west of Bad Hersfeld. 

The first (and biggest) such investor, 
German Parcel, saw Bad Hersfeld’s attrac- 
tions in 1988, even before the Berlin Wall 
fell. Rico Back, its boss, wanted a central 
hub for his parcel-delivery service. The 
ideal spot, he said, was within “400km 
from every place where we had a depot.” 
But when reunification came, he says, “it 
was perfect. It gave us a terrific advantage 
when we started.” The company could 
have had land around Eisenach, in the for- 
mer east, much more cheaply, but the extra 
few kilometres would have cost too much 
time, and therefore money. 

However, for a while no other com- 
pany followed German Parcel’s lead. In- 
deed, a few years ago it seemed that the 
opening of the border had hurt the econ- 
omy. After the wall fell, says Roland Hühn, 
the area’s Landrat (chief administrator), 
there was a short-lived boom: easterners 
came shopping for western goods, and 
western businessmen and tourists filled 
local hotels. Thereafter business and subsi- 
dies flooded east. Meanwhile, Bad Hers- 
feld had lost subsidies it had previously 
enjoyed because of its proximity to the 
border. The unemployment rate climbed 
to about one in eight. 

Now unemployment has fallen to 
around the national average rate. The lo- 
gistics business provides work not just for 
locals but also for many workers who » 





> commute daily from the former East Ger- 
many, where joblessness is much higher. 
German Parcel runs a daily bus for its east- 
ern staff. 

There has been more to the recovery 
than geography. Although investors 
around Bad Hersfeld receive some state 
help, about twice as much is on offer 
across the former border. Investors speak 
highly of local officials, who make a point 
of clearing administrative obstacles 
quickly. An example is the speedy plan- 
ning approval for Amazon’s site. Amazon 
first spoke to officials in January 1999, says 
the company’s local manager, Paul Nie- 
werth. The first parcels were delivered the 
following September. 

Despite all the lorries rolling close by, 
Bad Hersfeld is still a pretty spa town. The 
planners have been careful to keep lorries 
out of residential areas, says Mr Hiihn, and 
in any case people are glad to see work 


The European car industry 





coming in. The German government's 
plans to encourage rail freight and discour- 


age road haulage will not make much dif- 


ference, he thinks: punctuality matters to 
Bad Hersfeld’s investors, and road will stay 
a better bet. The upgrading of a road to the 
north of the town could make the area 
more attractive still, says Mr Hiihn. And 
there is still land available. = 


The art of overtaking 


BARCELONA 


How to succeed in Europe’s overcrowded car market 


EXT week's Frankfurt Motor Show 

will see the appearance of a whole 
range of new models, as Europe’s car mak- 
ers jostle for position in a market that is 
stagnant and afflicted with overcapacity. 
Ford of Europe and GM Europe are making 
the biggest efforts to stem their losses: GM 
last month signalled dramatic cuts at its 
Opel subsidiary in Germany. By contrast 
the European car companies, having al- 
ready made some big reductions in recent 
months, are devoting most of their atten- 
tion to new product development. At 
Frankfurt, Volkswagen (vw), for instance, 
will show off its new small Polo (and its 
new chairman, Bernd Pischetsrieder, for- 
mer boss of BMW), while Ford will intro- 
duce its latest small car, a rejuvenated ver- 
sion of the ageing Fiesta. 

The trick is to manage the flow of such 
products so that offerings in the market- 
place always remain reasonably fresh, 
without wasting profits on excessive in- 
vestment in updates or re-design. If a car 
company gets this aspect of the product cy- 
cle wrong, it soon suffers. 

Take Renault, which is fast losing mar- 
ket share in Europe after a generally good 
performance since the mid-1990s (see 
chart). According to analysts at Schroder 
Salomon Smith Barney, an investment 
bank, the company has a product range 
with an average age of almost five years, 
compared with an industry average of 
about four. Not surprisingly, Renault's suc- 


cessful, but older, models such as its Mé- 
gane medium saloon and its compact mi- 
nivan Scénic, are beginning to lose ground 
to rivals. 

Another company struggling with the 
product cycle is Fiat, whose share of the 
Italian market is at a historic low of around 
25%, compared with the 50% it enjoyed in 
its heyday ten years ago. This week Fiat 
Auto took the wraps off its new Stilo 
model aimed at the market for medium- 
sized cars, which accounts for 25% of Euro- 
pean sales, It is a market dominated by 
Volkswagen with its Golf and Passat mod- 
els; the Golf alone has almost 18% of the 
market's 4m cars a year. 

Strength such as this allows vw to 
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dominate the entire passenger-car market, 
with 18.9% of sales by volume, helped by 
the addition of the Audi, Seat and Skoda 
brands, which boost the 11% share of cars 
bearing the vw marque. vw’s trick is to 
make dozens of differently badged models 
using the same basic bodywork, a ploy 
known as platform-sharing in which vw 
is the acknowledged leader. 

Small wonder that the new Fiat Stilo, 
like Ford's latest version of the Mondeo sa- 
loon, bears more than a passing resem- 
blance to a vw Passat. It is altogether a 
more solid, better equipped model than 
anything the Italian car firm has offered 
this part of the market before. Fiat needs to 
impress customers with bigger models, be- 
cause its car division has been incapable 
of making decent profits for years. Small 
cars account for 70% of sales, but success 
depends on having a product range as 
wide as vw’s. 

Fiat's product-cycle problem seems 
most acute in medium cars. As Paolo Can- 
tarella, the company’s chief executive, ad- 
mits, its products have proved capable of 
winning a 10% market share but have then 
failed to hold it for more than a couple of 
years. He is counting on the Stilo to grab 
10% of sales, which would amount to 
400,000 a year, and holding that position 
for around its six-year life, instead of fad- 
ing rapidly to under 5%, as Fiat’s current 
medium models have done. 

The way that Fiat hopes to achieve this 
is by using new manufacturing technol- 
ogy that allows for significant changes to 
update the Stilo without big investment. 
Fiat is using so-called “space-frame” tech- 
nology. The car body can be made longer, 
shorter, wider or narrower simply by add- 
ing or subtracting strips from the floorpan. 
Conventional mass production requires a 
completely new underpinning for a var- 
iant on the model, entailing heavy invest- 
ment. So Fiat reckons that it now has the 
ability to keep the Stilo fresh and popular, 
always assuming that it sells well in the 
first place. 

The clearest proof that good product 
planning and a timely flow of new models 
are crucial to success is the performance of 
PSA Peugeot-Citroén. As David Moorcroft, 
an analyst at Commerzbank, points out, its 
climb from 11% to over 14% of the market (a 
25% improvement in market share in only 
two years) has coincided with the intro- 
duction of six new models. Psa shares 
have risen by 50% in the past year, as its 
profits have boomed, eclipsing its arch-ri- 
val Renault, which was the darling of the 
late 1990s. Of course, it could just be that 
Peugeot is enjoying its days in the sun, and 
the clouds will soon come over. With over- 
all sales down by only 1%, Europe’s car in- 
dustry seems so far to be riding the econ- 
omic cycle surprisingly smoothly, but 
some companies are wobbling badly on 
the product cycle. m 
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ace value Surviving Wall Street’s blues 


Richard Fuld’s Lehman Brothers is a rare investment bank that is thriving 





DESTABILISING feud among senior 

executives, high costs, dud mergers, 
confused strategies and tough markets. 
That is life today at most investment 
banks, It was life, too, for Dick Fuld at Leh- 
man Brothers in the early 1980s, when he 
was a lone dissenter unsuccessfully try- 
ing to stop his once great firm from being 
swallowed up by Sandy Weill’s Shearson 
American Express. 

Today, Mr Fuld presides over an inde- 
pendent Lehman that is by several mea- 
sures the best-managed investment bank 
on Wall Street, and is certainly the most 
stable. Although he is still only 55, he has 
already been chief executive for nearly 
eight years, giving him longer tenure as 
head of a Wall Street firm than anybody 
but the 68-year-old Mr Weill, who now 
runs Citigroup. Under Mr Fuld is a team 
of senior executives who have been to- 
gether since 1996, another record. Most 
extraordinary of all, in a business where 
many jobs exist only until the next bad 
quarter, the average tenure in Lehman's 
upper ranks is 22 years. 

Lehman's resurgence started to get 
widespread attention only this summer, 
when it announced strong profits at a 
time when most investment banks were 
dealing with disaster (see chart). That it 
took a crunch to raise Lehman’s profile is 
largely a result of the excitement it delib- 
erately avoided in recent years. There 
have been no splashy acquisitions, no 
managerial coups and no lay-offs. Most of 
its large competitors have had all three. 

Of expensive acquisitions, Mr Fuld 
comments baldly, “we could not figure 
out how to make them pay.” That is an in- 
sight that victorious bidders are only now 
learning. Lehman, indeed, has feasted on 
others’ confusion. It has hired talented ref- 
ugees without paying a takeover pre- 
mium, or pushing up the share of 
revenues devoted to staff pay, a number 
that has become as much a benchmark 
for ranking investment-bank perfor- 


mance as profits. 

These new recruits have helped to 
transform Lehman from a bond house 
into a much broader-based firm. This year 
alone, Lehman’s share of equity under- 
writing has grown from 3% to 7%, of high- 
yield underwriting from 5% to 7%, and of 
total global investment banking fees from 
4% to 5%, according to Thomson Finan- 
cial, a data service. 

Lehman has cut costs too, but it has 
not yet made any lay-offs. Nor are the 
cuts falling with particular brutality on 
employees at the lowest level, as is hap- 
pening at so many other firms. Its em- 
ployees are rewarding this benign 
treatment and showing their confidence 
in the company’s future with their own 
money. While others on Wall Street are 
dumping stakes in their own banks, as in 
the case of executives at Donaldson Luf- 
kin Jenrette or former partners at Gold- 
man Sachs, the proportion of Lehman 
that its employees hold has grown from 
almost nothing at the time of its spin-off 
from American Express in 1994 to 33% 
now. In a sense, the company is becom- 
ing more like a partnership once more. 


On our side 

A veteran of several other investment 
banks says that one reason for Lehman’s 
stability is the unusual sense among 
many staff that the firm is working for 
them. This is a testimony to Mr Fuld’s 
consistency. When not at Lehman, he is 
often in New Hampshire and Vermont 
watching his daughters play for their re- 
spective college sports teams, or his youn- 
ger son play hockey. New recruits are told 
that slipping out during the afternoon for 
several hours to see a child’s game ora 
school play is a laudable use of time. 
“This is a transient business,” he says. 
There should be a life beyond work. 

At the office, Mr Fuld is always easy to 
find. When he became chief executive in 
1993, he dispensed with a remote execu- 
tive suite. Now, he lives in a glass-walled 
box off what appears to be an employee 
highway. To broaden his contacts, he rou- 
tinely invites to breakfast 45 people from 
different areas of the firm who do not 
know each other. They are expected to 
pitch ideas on how to improve Lehman. 

This inclusive managerial style is a di- 
rect product of Mr Fuld’s experience in 
the early 1980s. Then, he watched Leh- 
man come perilously close to falling apart 
in a divisive power struggle. Investment 










bankers and traders were at odds, each 
led by powerful personalities. The right to 
be made a partner was tightly, and in the 
perception of many, unfairly, controlled. 
Worse still, says Mr Fuld, many people 
appeared to take the view that, “we are 
Stars: pay up.” 

Merging with Shearson did not solve 
these problems. Its specialism was retail, 
Lehman's was institutional. The cultures 
never mixed. In 1993, when American Ex- 
press decided to get out of the investment 
business, the retail part was sold to Mr 
Weill’s newest creation, Smith Barney, 
which ultimately morphed into Citi- 
group. It was not clear that anybody 
wanted the rest. Lehman's re-emergence 
in 1994 coincided with a bear market for 
the fixed-income business that was then 
overwhelmingly its main activity. 

Its survival in doubt, one-fifth of the 
firm's staff were sacked. That was a 
wrench but it brought some benefits. 
Strict guidelines on costs and expected re- 
turns were imposed—and kept even after 
conditions improved. The cuts allowed a 
dramatic cultural transformation. People 
were asked whether they could work as a 
team. “If not, we offered to get them out 
of the firm the right way,” says Mr Fuld. 

In the mid-1990s, the company intro- 
duced a unique compensation scheme 
that pays the heads of each of Lehman's 
five divisions identically. That creates in- 
centives for people in thriving areas to 
help embattled colleagues rather than, in 
the time-honoured Wall Street way, to 
join forces against them. In hard times, 
most investment banks show a remark- 
able instinct for self-mutilation. Mr Fuld’s 
firm may gain from his memory of the 
last time that happened. @ 
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Driven to the same depths? 


NEW YORK AND TOKYO 


Fears are growing that the Japanese stockmarket may foretell what lies ahead for 


American equities 


HEN the Nikkei stockmarket average 

touched its all-time high of 38,915 on 
December 29th 1989, the Dow Jones Indus- 
trial Average stood at just 2,753. This week 
the Nikkei fell to a 17-year low of 10,410, 
closing in fast on the Dow which, despite a 
half-hearted attempt at a traditional post- 
Labour Day rally, has been bobbing 
around 10,000 as it too loses its fizz. Shares 
in the rest of the world have followed their 
downward lead; the Morgan Stanley Capi- 
tal world index of stockmarkets is down 
by 7.6% since July and by 17.9% so far this 
year. How much worse can things get? 

On Wall Street, hope springs eternal, 
and not everybody thinks the game is up. 
Abby Joseph Cohen, a notorious bull at 
Goldman Sachs, still expects the market to 
be significantly higher by the end of the 
year—ie, she expects the S&P 500 index to 
rise to 1,500 from today’s 1,100. The bulls 
even have some better economic news to 
support them: this week, the National 
Association of Purchasing Managers’ in- 
dex of new orders was at a16-month high, 
suggesting that manufacturing at least 
may have bottomed out. 

On the other hand, corporate profits 


show no sign of touching bottom. Ameri- 
can unemployment is rising and that may 
dampen consumer spending, which is 
what has kept the economy alive over the 
past year. Moreover, economic growth 
continues to slow in the rest of the world, 
particularly in the big economies of conti- 
nental Europe and Asia. 

Japanese manufacturers’ pre-tax profits 
dropped by 21.2% between April and June, 
according to a survey published by the 
Ministry of Finance on September 5th. 
How to value Japanese shares remains al- 
most as controversial as it was during the 
bubble, not least because accounting mea- 
sures of profit and assets often bear little 
relation to reality. Although the stock- 
market has dropped sharply in recent 
months, price/earnings (p/e) ratios still av- 
erage around 34. 

As ever in Japan, prices are being 
moved by things that have little to do with 
fundamental valuations. Japanese banks 
have been aggressive sellers of shares, in 
part because they will be required to mark 
their assets to market at the end of Septem- 
ber, and they want to cash out as much as 
possible before the true state of their capi- 
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tal (in)adequacy becomes clear. 

Foreign investors have been quite keen 
on Japanese shares too. According to Avi- 
nash Persaud of State Street, which tracks 
international portfolio flows, overseas in- 
vestors have bought the equivalent of 1% 
of Japan’s market capitalisation since the 
end of July, making it (proportionately) 
their fourth favourite market. One reason 
may be that Japan is no longer any more 
bubbly than markets elsewhere, including 
America’s and Europe’s, where shares 
have also been falling. Moreover, foreign 
investors may be taking advantage of lo- 
cals selling at distress prices. 


Forever bursting bubbles 

Japan’s continuing troubles nearly 12 years 
after its bubble started to deflate should be 
a Salutary lesson to any investor tempted 
to think that the bursting of America’s 
own bubble is largely over. No two bub- 
bles are alike. Indeed, history suggests that 
“bubble” is not the perfect metaphor, at 
least for the end-game. The quick “pop” is 
less typical than the prolonged sickness, 
remission and relapse of a cancer victim. 

After the crash of 1929, share prices did 
not bottom for three years. And when the 
long bull market peaked in 1965, it did not 
bottom in real terms until 1982. The fall in 
American share prices over the past 16 
months, particularly in the Nasdaq, may 
be only the beginning. 

Even at current levels, American shares 
remain expensive. They have not tumbled 
as far as profits, at least as measured under 
generally accepted accounting principles 
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> (GAAP). By this measure, the average p/e 
of the s&p 500 index exceeds 37, an all- 
time high. Even using operating profits (ad- 
justed to ignore claimed one-off costs), the 
average p/e is 23. In 1929 and 1965, the peak 
p/e was 21. Today’s ratios are well above 
the average for the past century (of 14) or 
the 17-18 which Jeremy Grantham of Gran- 
tham, Mayo, Van Otterloo, a fund-manage- 
ment firm, reckons is now the trend ratio. 

His firm has enjoyed spectacular suc- 
cess in the past 16 months because of its 
bets that the bubble in American shares 
would burst, and that key price ratios that 
were out of line would revert to their long- 
run means. In April 2000, the firm calcu- 
lated that the Nasdaq—then near its peak— 
would need to fall by 70% to reach its “fair 
value”. It also expected that the historical 
relationship between value and growth 
shares, which had never been further 
away from trend, would reassert itself, 
which it now has. 

If anything, the Nasdaq is now less 
overvalued—at around 1,700, compared 
with a fair value of 1,250-than the bigger 
company indices, such as the Dow and the 
S&P 500, says Mr Grantham. Assuming 
that p/e ratios return to 17-18, profit mar- 
gins slip from 8% to 6%, and that sales per 
share grow at (an optimistic) 3.6%, it would 
require the s&p 500 to deliver annual real 
returns of -0.5% in each of the next ten 
years, or else record an immediate 40% de- 
cline, to return to fair value. Mr Grantham 
thinks it will get there in the end, though 
maybe only after a short-term rally of up to 
20% as investors get excited by evidence 
that the economy is turning up—and be- 
fore they realise this is not delivering much 
in the way of profits. 

Investors still have a lot of faith in equi- 
ties. Most American institutions have allo- 
cations to shares of around 70% of their 
portfolios. Flows from individual inves- 
tors into equity mutual funds have 
slowed, but would probably accelerate if 
the stockmarket were to show signs of life. 
Past bubbles have not ended until most in- 
vestors have not just turned bearish, but 
given up. It may, alas, take a lot more pain 
before it comes to that. m 


Commerzbank 


A suitable suitor? 


FRANKFURT 


Unicredito is the bank’s latest rumoured partner 


ss HAT’S wrong with being taken 

over,” asks Klaus-Peter Miiller, 
chairman of Commerzbank, “if it’s good 
for your organisation?” Might it be good 
for Germany’s third-biggest independent 
private bank? Given the right partner, the 
right time, the right business idea, says Mr 
Müller, “we'd be crazy not to evaluate that 
situation carefully.” 

Rumours that somebody, somewhere 
is about to take over Commerzbank are al- 
most always in the Frankfurt air. “I've been 
reading this for 30 years now,” says Mr 
Müller, a veteran of the bank who became 
chairman in May. The latest story, after a 
summer full of names, is that Unicredito, 
an Italian bank, is in talks with the Ger- 
mans. Unicredito says nothing is in the off- 
ing; Commerzbank will not comment. 

One reason for the speculation is Com- 
merzbank’s size. With a market capitalisa- 
tion of around €15 billion ($13.3 billion), it 
is overshadowed by Deutsche Bank (€46 
billion) and HypoVereinsbank (€23 bil- 
lion), the product of another merger in 
1998. It looks relatively smaller still now 
that Dresdner Bank, a rival with which it 
held abortive merger talks last year, has 
been bought by Allianz, an insurer. 

Moreover, Cobra, a group of investors 
that is one of Commerzbank’s biggest 
shareholders, has long been griping about 
the bank’s share price and itching for a de- 
cent bid. That Commerzbank already has 
Italian connections adds some spice to the 
latest chatter. Unicredito owns 9.5% of Me- 
diobanca, an investment bank which in 
turn has 1.1% of Commerzbank and 14% of 
Generali, an insurer that owns 9.9% of the 
German bank, with which it also has an 
exclusive insurance-distribution deal. 
Commerzbank, in turn, has small stakes in 
both Generali and Mediobanca. 

Of Commerzbank’s long-standing 
clutch of cross-shareholdings with other 
European banks, the Italian links are the 
only ones that it considers strategically im- 
portant. “Mediobanca has opened for us 
the doors to corporate Italy,” says Mr 
Miller who, coincidentally, was on holi- 
day this week in Italy. 

Bank analysts have long been expect- 
ing some cross-border bank mergers in Eu- 
rope. Commerzbank’s modest size and tra- 
ditional strength in serving medium-sized 
German companies might offer a neat way 
into Europe’s biggest banking market. The 
bank is trying to build on its old base, by 
adapting some investment-banking pro- 


ducts for medium-sized companies. And it 
thinks it is on to a good thing; this business 
is too small for the big investment banks, 
and too big for Germany's savings banks 
and co-operatives. 

Nonetheless—another reason for all the 
takeover talk—Commerzbank looks weak, 
and not just because of its modest size. Its 
cost-income ratio, a common measure of 
efficiency in the industry, is a giddy 78%. 
Granted, Deutsche’s and Dresdner’s costs 
are similarly embarrassing. However, 
Commerzbank’s have climbed even faster, 
and its return on equity slumped to a mis- 
erable 4.5% in the first half of this year, far 
behind its rivals and a long way short of its 
long-term target of 15%. 

The new chairman has other problems 
to sort out. Asset management, he says, is 
one source of disappointment. Another is 
the foreign operations of comdirect, the 
bank's online broking business. A decision 
on their fate is due in the next few weeks. 
In some respects, though, says Mr Miiller 
testily, the bank is doing better than its crit- 
ics allege. 

Thus in Germany, where online bro- 
kers have been going through the mill, 
comdirect has been doing “amazingly 


well”. Then there is investment banking, »» 
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Governor’s Address 


Condensed address of Mr T T Mboweni, Governor of the South African Reserve Bank, at the eighty-first 


Introduction 


The South African Reserve Bank's 
activities and monetary policy during the past 
year were strongly affected by global economic 
developments. In endeavouring to create and 
maintain stable financial conditions, the Bank 
had to take note of changes in world economic 
growth, international commodity prices, 
inflationary pressures, financial markets, 
exchange rates and the financial architecture. 
The South African economy coped well in a 
world being affected by these changes and, 
more particularly, by a slowdown in the United 
States economy. 


Recent economic developments 


The Reserve Bank’s Annual Economic 
Report contains a comprehensive review of 
economic developments during the past year. 
In my address | therefore wish to highlight 
only the following developments: 


Firstly, the South African economy has 
recorded continuous positive growth since the 
fourth quarter of 1998. However, economic 
growth slowed down in the fourth quarter of 
2000 and in the first half of 2001. The slower 
growth in the fourth quarter of 2000 was 
essentially due to a decline in agricultural 
output from an exceptionally high level in the 
preceding quarter. From the beginning of 2001 
a decline in the growth of export volumes 
resulted in a weakening of activity in most 
sectors of the economy, with the exception of 
the mining and financial services sectors. 


Secondly, the relatively sound economic 
performance could not arrest the downward 
trend in recorded employment in the formal 
non-agricultural sectors of the economy. The 
smaller number of workers in gainful 
employment and the considerable increases in 
productivity achieved by modern production 
techniques lowered the cost of labour per 
worker. In the manufacturing sector, the 
increase in unit labour cost came to only 
0,7 per cent in 2000. 


Thirdly, the rate of increase in real gross 
domestic final demand was relatively subdued 
in comparison with most preceding upturns of 
the business cycle. This was largely the result of 
a low increase in real final consumption 
expenditure by general government, whereas 
consumption expenditure by private 
households rose steadily and growth in real 
gross fixed capital formation accelerated from 
2 per cent in the first half of 2000 to 5’/: per cent 
in the first half of 2001. 





Fourthly, the balance on the current 
account of the balance of payments changed 
from a deficit in the early stages of the 
economic recovery to a surplus from the fourth 
quarter of 2000. Although the slowdown in the 
world economy began having a negative 
impact on the demand for South African 
exports, the competitive level of the exchange 
rate of the rand outweighed this effect. Growth 
in export values therefore exceeded growth in 
import values by a wide margin. 

In the fifth place, South Africa had a 
surplus on the financial account of the balance 
of payments during 2000 and the first half of 
2001, but capital movements fluctuated 
considerably from quarter to quarter between 
large net inflows and net outflows. The extent 
of these capital movements depended mainly 
on non-residents’ views of investments in 
South African bonds and the conclusion of a 
number of large direct investment transactions 
between residents and non-residents. 


These inflows, together with develop- 
ments on the current account, further increased 
the international reserves of the country. At the 
end of June 2001, the total gross gold and other 
foreign reserves had reached a level equivalent 
to the value of the imports of goods and 
services of 16 weeks. This can be compared 
with a level of only 6 weeks at the end of 1994. 
The improvement in the international reserves 
was obtained to a large extent through non- 
residents’ investment in shares, i.e. without 
relying unduly on foreign debt. 


In the sixth place, the rates of increase in 
money supply and bank credit extension in the 
current recovery remained relatively subdued 
until the beginning of 2001. The year-on-year 
growth in M3 then started to accelerate and 
reached 13,9 per cent in June 2001. This 
acceleration reflected increases in aggregate 
domestic demand, but M3 growth outpaced 
the rate of increase in the narrower monetary 
aggregates because of a comparatively strong 
rise in the long-term deposits of the public. 
Domestic credit extension changed broadly in 
tandem with the growth in M3. 


Finally, the economic recovery was 
supported by the pursuance of a sound fiscal 
policy. Effective spending controls and efficient 
tax administration resulted in a continued low 
borrowing requirement of the non-financial 
public sector in fiscal 2000/01. A large part of 
the government's borrowing requirement was 
financed by means of the proceeds from the 
restructuring of state assets, foreign loans, the 
drawing down of available cash balances and 
new issues of Treasury bills. 


Monetary policy and operational 
procedures 


The rapidly 
environment and relatively favourable 
domestic economic conditions made it 
difficult to decide on an appropriate monetary 
policy stance. On the one hand, external or 
exogenous factors were a threat to the 
monetary stability achieved in 1999, On the 
other hand, domestic inflation pressures 
remained benign. The problem was how best 
to deal with exogenous shocks in the inflation- 
targeting regime that had just been adopted 
by government. 


changing international 


One possible solution would have been to 
make use of the escape clause allowing for the 
target to be missed in the event of shocks. But 
this course would have admitted the 
immediate defeat of the new monetary policy 
approach and might also have resulted in a 
loss of credibility that is one of the 
cornerstones of an inflation-targeting regime. 
An alternative would have been to opt for a 
tightening of policy measures to ensure that 
the target would be met in 2002. This would 
clearly have demonstrated the authorities’ 
determination to reach the target at whatever 
cost to the economy. It might also have 
entailed an excessively tight monetary policy 
at a stage when most domestic economic 
developments favoured a relaxation of policy 
measures. 

In the end, the Monetary Policy 
Committee inclined towards a conservative 
approach that would aim at meeting the 
inflation target, albeit rather close to the upper 
range of the band. The repo rate was 
accordingly kept unchanged from January to 
October 2000. With rising consumer prices this 
implied a moderate relaxation in policy. 
Moreover, long-term real interest rates tended 
downwards and the value of the rand 
depreciated sharply over the same period, 
stimulating the production of goods. With 
such a policy stance, the econometric 
projections of the Reserve Bank showed that 
the target would be reached, provided that the 
external shocks did not become more severe. 


The Reserve Bank carefully monitored all 
international developments that could pose a 
threat to monetary stability. With the 
intensification of the crisis in the Middle East 
in October 2000, prospects of further oil price 
increases and the continuing depreciation of 
the rand, the Monetary Policy Committee 
became concerned about the possible effects of 
these developments on inflation. On 
16 October 2000, it was accordingly decided 








that the repo rate should be raised by 25 basis 
points. This small adjustment was intended to 
indicate the direction that interest rates might 
take if the shocks persisted and fed through to 
general price increases. The motive was to 
restrain wage and price setting with a signal 
that the Reserve Bank would increase interest 
rates if the underlying situation required such 
a step. 

This action proved highly effective. 
Domestic conditions remained conducive to 
lower inflation and fortuitously the impact of 
exogenous factors on prices calmed down. The 
inflation rate began to decline. This meant that 
real interest rates were rising, implying a 
progressive tightening of monetary policy ~ 
especially after the exchange rate of the rand 
began appreciating in the second quarter of 
2001. At the same time, projections indicated 
that conditions had become more favourable 
for the attainment of the inflation target. Given 
these developments, the Monetary Policy 
Committee decided to reduce the repo rate by 
100 basis points with effect from 
15 June 2001. This decision was taken from a 
position of strength, showing that price 
stability could be obtained at a lower 
opportunity cost to the economy. 


Besides deciding on the appropriate 
monetary policy stance, considerable attention 
was given to the application of monetary 
operational procedures during the past year. 
After extensive research, it was decided that 
the following changes would be made to the 
refinancing system to improve the 
transmission of monetary policy directives: 


1. The spread between the repo rate and 
interbank call rates in the market will be 
narrowed by 100 basis points with effect 
from 5 September 2001 to enhance 
participation and competition in the main 
repo auctions and create a level playing 
field in the market. The repo rate will be 
lowered to 10 per cent per annum for 
purely administrative reasons to bring the 
rate in line with current overnight market 
rates, but this does not imply any change 
whatsoever to the stance of monetary 
policy. Banks and other financial 
institutions should not adjust any of their 
lending and deposit rates because of this 
adjustment, since this would defeat the 
purpose of the change. 


2. The Reserve Bank will in future calculate 
and publish on a daily basis a South 
African average overnight reference rate 
which could serve as a benchmark for 
money-market interest rates. 


we 


The Reserve Bank will henceforth quote a 
fixed repo rate to eliminate any ambiguity 
in monetary policy signals. 


4. The tender amount and the amount 
allotted at the repo auctions will be 
announced after the tender from 
5 September 2001 and the Bank will 
discontinue the practice of publishing the 
market's estimated liquidity requirement 
to encourage banks to square-off in the 
interbank market. 


aa 


Weekly repo tenders will take place from 
5 September 2001 instead of the current 
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daily tenders. The allotted repurchase 
transactions will have a maturity of seven 
days. 


6. The Reserve Bank will, at its discretion, 
conduct daily final auctions or 
supplementary tenders to prevent large 
fluctuations in interbank rates. Final 
auctions will be entered into where 
changes in interbank rates are 
unacceptable to the Reserve Bank. To 
accommodate a short cash position, the 
final auction will be concluded at 1,50 
percentage points above the current rate, 
whereas a long cash position will be 
accommodated by a final reverse-repo 
facility at 1,50 percentage points below the 
current repo rate. Where the Reserve Bank 
is satisfied with the level of interbank 
rates, but there is a long or short cash 
position in the market, supplementary 
auctions will be conducted at the ruling 
repo rate. 


7. With effect from the period starting from 
the fifteenth business day before the end of 
September 2001 up to the fourteenth 
business day of October 2001, the amount 
of vault cash qualifying as a deduction 
from the minimum reserve balances that 
banks must hold on account with the 
Reserve Bank, will be limited to 75 per cent 
of the vault cash held. This limit will be 
reduced by a further 25 percentage points 
per annum over a three-year period. This 
change will better align the calculation of 
cash reserve requirements in South Africa 
with international practice and provide a 
more level playing field to smaller banks. 


Exchange rate policy and reserve 
management 


The external value of the rand at times 
came under considerable pressure during the 
period under review. These pressures 
originated mainly from developments outside 
the borders of the country, which not only 
affected the rand but also many currencies in 
other parts of the world. Despite these 
circumstances, the Reserve Bank did not sell 
dollars in the foreign-exchange market to 
strengthen the exchange rate of the rand. This 
was in accordance with the Bank's stated 
policy which regards such intervention as 
undesirable because it is only effective if it 
signals a change in underlying policies, if it is 
strongly supported by all parties participating 
in the markets and if the central bank is 
prepared to intervene repeatedly and in large 
amounts. 


In fact, the Reserve Bank continued to buy 
small amounts of dollars in the market to 
attain a gradual reduction in its net oversold 
open position in foreign exchange. The 
objective remains the g ae closing down of 
the net open position in foreign exchange, now 
amounting to US$4,8 billion. The attainment of 
this objective will eliminate the risk involved 
in carrying such a position and the negative 
influence it has on the perceptions of potential 
foreign investors. At the same time, it is 
important to bear in mind that the reduction of 
this position may lead to a depreciation in the 
value of the rand, or prevent the rand from 
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appreciating in value when an overall surplus 
is recorded on the balance of payments. 
Consequently, transactions aimed at lowering 
the net open position in foreign exchange 
based on portfolio and short-term capital 
flows, could provide speculators with a one- 
way bet. In order to counter such speculation, 
the Reserve Bank purchases dollars in the 
foreign-exchange market only under 
exceptional circumstances, such as those 
where large direct investments or more 
permanent capital inflows are received from 
abroad. 


The Bank’s oversold forward book has an 
important influence on the way in which the 
country’s foreign reserves are managed. No 
less than 85 per cent of the Reserve Bank's 
foreign-exchange holdings were held in US 
dollar-denominated assets on 31 July 2001 
because the oversold forward book is 
denominated largely in US dollars. Although 
liquidity is still an important focus of reserve 

management, risk returns are also taken into 
account. The other objectives of the Bank's risk 
management are capital preservation, 
reciprocity with counterparts who extend 
credit to the Reserve Bank, risk aversion and 
prudence, 


The Reserve Bank continued to follow a 
conservative approach to borrowing funds 
that would support the level of its reserve 
holdings. On 31 July 2001, the outstanding 
foreign loans of the Bank amounted to 
US$2,5 billion and the available facilities to 
US$1,1 billion. 


On 15 August 2001, the arrangements for 
the repayment of loans in terms of the Debt 
Standstill Agreements concluded from 1985 
onwards, were ended. On that date, the final 
authorisation was issued for the repayment of 
all the outstanding capital on loans in the 
standstill net. This brought to an end an 
unfortunate part of our history. South Africa 
has, however, meticulously honoured all the 
capital redemption schedules and interest 
payments on this indebtedness in accordance 
with the agreements made with foreign 
creditors. 


Stability in the financial sector 


The objective of price stability depends to 
a large extent on stability in the financial sector. 
Financial stability requires a robust financial 
system with the capacity to prevent or 
withstand shocks originating g domestically or 
internationally. 


The Reserve Bank regards the monitoring 
and promoting of stability in the financial 
system as so important that a Financial 
Stability Committee was established in August 
2000. The mandate of this committee is to 
enhance financial stability by continuously 
assessing the stability and efficiency of the 
financial system, formulating and reviewing 
appropriate policies for intervention and crisis 
resolution, and strengthening the key 
components of the financial system. To further 
ensure the maintenance of financially stable 
conditions, a Financial Stability Department 
was established in the Bank with effect from 














4 May 2001. This department is concerned with 
monitoring and promoting the overall stability 
of the financial system. 


One of the important tasks in maintaining 
financial stability is the identification of 
potential losses due to market and credit risks. 
To this end, an econometric model on bank 
stability was developed. With the aid of this 
model, potential risks to banks can be 
identified. The application of this model 
indicated that the distribution of future capital 
ratios of South African banks is healthy and 
that banks are well capitalised in comparison 
with risk levels. These results are confirmed by 
data regularly compiled by the Reserve Bank. 


Following the liquidity crunch that small 
banks experienced towards the end of 1999 
and in the first few weeks of 2000, a 
consolidation process began that is still in 
progress. This resulted in some banks exiting 
the system, restructuring their ownership 
structures and/or downsizing their balance 
sheets. Once finalised, this process may lead to 
a reduction in the total number of banking 
registrations. 

Towards the end of June 2001, Regal 
Treasury Private Bank Limited was placed in 
curatorship due to a loss of confidence in the 
bank and a subsequent run on deposits. As a 
result of the curator’s investigations, it was 
deemed appropriate by the Registrar of Banks 
to appoint, for the first time, a commissioner to 
investigate the affairs of the bank, in terms of 
section 69A of the Banks Act, 1990. 


Considerable attention was given during 
the period under review to creating more 
effective and efficient supervisory techniques. 
Two important developments in this regard 
were consolidated supervision and on-site 
supervision. Moreover, emphasis is also being 
placed on the use of other supervisory 
techniques to ensure financial stability, such as 
interagency co-operation, incentive systems, 
reliance on the internal governance of 
regulated entities, the role played by the 
boards of directors of banks and continuous 
surveillance. 


Major risk-reduction measures have been 
taken in the national payment system during 
the year under review. General Payment 
Clearing House agreements were signed 
between participating banks to reduce further 
the interbank settlement risk emanating from 
clearing operations. A facility was introduced 
on 5 March 2001 allowing banks to secure their 
exposure in batch settlements by utilising their 
required cash reserve holdings at the Reserve 
Bank instead of arranging temporary 
collateral. Same-day settlement in the South 
African Multiple Options Settlement (SAMOS) 
system was implemented on 7 May 2001. Over 
and above these changes, the banks have 
agreed that item limits will be placed on 
payments such as cheques, electronic fund 
transters, debit payments and SASWITCH 
transactions. 


Economic co-operation in Southern Africa 


The Reserve Bank again gave considerable 
attention to promoting economic co-operation 
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in Southern Africa during the past year 
because this is regarded as essential for the 
long-run economic prosperity of South Africa 
and of all the member states of the Southern 
African Development Community (SADC). It 
should, however, be realised that economic 
integration between such diverse economies is 
a long and difficult process. A natural starting 
point towards this ultimate goal is first to 
achieve closer co-operation and the 
harmonisation of activities, 


Internal administration 


In the management of the Reserve Bank, 
continued emphasis was placed on regular 
strategic reviews. In view of the rapidly 
changing environment, | the Bank embarked on 
an exercise to develop a vision for the year 
2010 and introduced a number of fundamental 
changes to promote and improve institutional 
proficiency. 

In keeping with the changes in South 
Africa, considerable progress was made with 
the transformation process to achieve a 
representative workforce in the Bank. This 
included the realignment of organisational 
structures and the revamping of management 
styles as well as of systems and procedures. An 
Employment Equity Plan has been lodged 
with the Department of Labour and various 
structures, such as an employment 
representative body and a management 
steering committee, have been established to 
facilitate communication and monitor the 
progress made in terms of the Employment 
Equity Plan. 


The Reserve Bank continues to regard the 
development of its employees as a major 
responsibility. Only through the loyalty and 
dedication of employees will the Bank be able 
to achieve its goals and fulfil its responsibilities 
towards the public. Considerable time and 
money are invested each year in the training 
and well-being of staff. 


The work of the staff has been supported 
by enabling effective business processes 
saan ki a aa communication 


Besides additional office space, he extensions 
will include the construction of parking and 
conference facilities, and a banqueting centre. 
Building will probably commence during the 
course of 2001. 


A new cash management strategy called 
Project Imali (money) was implemented 
during the year. The project makes abhi 
for creating greater operational capacity a 
existing branches and for dae te 
contractual bulk cash services in Mpumalanga 
and the Northern Province, where the Bank is 
not represented by branches. A project to 
launch a new banknote series is currently in 
progress and local artists have been inv ited to 
suggest appropriate designs for these notes. 


Finally, a new subsidiary, the South 
African Reserve Bank Captive Insurance 
Company Limited, was incorporated during 
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the year to provide insurance cover for the 
Bank and its subsidiaries. This company is 
administered by the staff of the Bank. 


Conclusion 


The Reserve Bank has coped well with the 
many challenges of a rapidly changing 
domestic and international economic 
environment during the year under review. It 
is particularly heartening that the achievement 
of monetary stability has progressed so well. 
At present, most factors seem to be favourable 
for the attainment of the inflation target for the 
year 2002. 


South Africa continues to be blessed with a 
stable and sound banking and financial 
system. The key to preventing or mitigating 
the impact of external events on our economy 
is strong financial institutions and efficiently 
functioning financial markets. We have 
learned from the experience of other countries 
that the cost of resolving financial crises is 
exorbitant. Even more damaging are the 
indirect costs of restructuring and a slowdown 
in economic growth. It is imperative to nurture 
a healthy financial structure. A major future 
challenge is to manage the redesigning of the 
regulatory framework and the successful 
integration of the current regulatory agencies. 


In conclusion, it is again a great privilege 
to thank the President and Deputy President of 
the Republic of South Africa, and the Reverend 
Frank Chikane, Director-General of the 
Presidency, for their continued support for the 
work of the South African Reserve Bank. On 
behalf of the Bank, I also wish to express our 
appreciation to Mr Trevor Manuel, Minister of 
Finance, Mr Mandisi Mphahlwa, Deputy 
Minister of Finance, Ms Maria Ramos, 
Director-General of National Treasury, and the 
staff of the National Treasury for their co- 
operation with the Bank over the past year. In 
addition, I wish to thank Mr Alec Erwin, 
Minister of Trade and Industry, Dr Alistair 
Ruiters, Director-General, and the staff of the 
Department of Trade and Industry, for their 
assistance in affairs of common interest. We 
also held useful discussions with the 
Parliamentary Portfolio Committee on Finance 
on economic and monetary policy issues 
during the past year. 

In addition, I wish to thank the directors of 
the Board of the Reserve Bank, including the 
deputy governors, for their support of me as 
Chairperson and their dedication to the Bank. 
In particular, | wish to express my appreciation 
to Mr Tim Thahane, Deputy Governor, and Mr 
W F de la H Beck, Director, who retired during 
the financial year. I also want to express my 
deepest sympathy and condolences to the 
widow and family of the late Dr Bax Nomvete. 
In his term as Director of the Bank, Dr 
Nomvete made a valuable contribution to the 
work of the Board. Lastly, but by no means 
least, | want to thank the staff of the Reserve 
Bank for their excellent work and loyal 
support. 
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> where a lot has been spent in the pastfew technology companies from all over the 


years building a business from scratch. Too 
much, muse some; and a second-tier outfit 
like Commerzbank may be more vulner- 
able than, say, Goldman Sachs and Mor- 
gan Stanley when business is thin. 

But Mr Miiller insists that his invest- 
ment bankers “have done a marvellous 
job”. Commerzbank is making money in 
investment banking, he says, even while 
losing it in some traditional activities. True 
enough: the investment bank's return on 
equity was 10.2% in the first half of this 
year, while retail banking made a loss. 

Given all its weaknesses, though, is the 
bank worth buying? It may be more attrac- 
tive if Mr Müller does as he has promised, 
and reduces its costs. He wants to trim the 
bank’s “oversized” information-technol- 
ogy budget which, he says, has hitherto 
contained too many “nice-to-haves”. 
“Some people seem to believe that IT pri- 
marily serves the purpose of making their 
own daily lives a bit more comfortable. But 
that’s not my understanding of it.” 

Asked whether he thinks the bank will 
stay independent, Mr Miller answers indi- 
rectly. People should start thinking about 
the European market rather than national 
ones, he says. “Look around, and you find 
many other banks have the same pro- 
blems that you have. Good banks, well 
managed in their own countries, but abso- 
lutely unprepared for Europe.” Cross-bor- 
der mergers are coming. In the meantime, 
the gossip keeps on flowing. m 


Europe’s high-tech economies 


Swedes chopped 


Finland, Ireland and Sweden have been 
differently affected by the tech bust 


HE “new economy” may not have 

pushed deeply into Europe, but it has 
certainly had an impact on the European 
periphery. Ireland, Finland, and Sweden, 
ranked by consultants Pricewaterhouse- 
Coopers as the top three information and 
communications technology (ICT) econo- 
mies in Europe, have been testing their 
parachutes as the technology market has 
taken a dive. 

Sweden has come off worst. Only a 
year ago, tech-savvy Swedes were bub- 
bling with enthusiasm for their new econ- 
omy. And with good reason. In a few short 
years Sweden had changed from being an 
unsustainable welfare state in the grip of 
recession into one of the most vibrant cen- 
tres of 1CT activity outside Silicon Valley. 

Drawn by a unique combination of 
high Internet and mobile-phone penetra- 
tion (around 50% and 70%, respectively), 


world chose Sweden as a testing-ground 
for third-generation (3G) telecoms pro- 
ducts. Sweden’s market leader, Ericsson, 
enjoyed some fat years in the world’s tele- 
coms-infrastructure business. And many 
young Swedes, degrees in hand, eschewed 
stable jobs at large companies in favour of 
chances with risky Internet start-ups. 

But faster than you can say irrationell 
gladjeyra (irrational exuberance) the 
mood turned sober. Business confidence 
in future activity has plummeted to its 
lowest in eight years. Ericsson, which 
alone accounts for 8% of Sweden’s GDP, is 
having a terrible time. It has announced 
plans to cut about 20% of its workforce, 
andis on the verge of spinning off its belea- 
guered mobile-phone division. 

An enormous outflow of capital has 
weakened the already depressed krona, 
which has put the Riksbank, Sweden's 
central bank, in a pickle. It has been the 
only rich-country central bank to raise in- 
terest rates this year. 

By contrast, the outlook in Finland and 
Ireland remains good. GDP growth is ex- 
pected to slow to about 3% this year in Fin- 
land and 8% in Ireland—less than they 
have enjoyed in recent years, but rates to 
be envied by Sweden, which will be lucky 
to reach 2%. 

Part of the reason is that the technology 
boom was less bubbly in Finland and Ire- 
land because it was more or less confined 
to producing goods. In Sweden, on the 
other hand, a glut of venture capital 
helped it spread to more speculative ICT 
investments. For Ireland, the moderation 
was more by accident than by design. Its 
success has been based on attracting for- 
eign direct investment by multinationals, 
whose focus is on producing ICT equip- 
ment for the European market. Moreover, 
its telecoms infrastructure remains unde- 
veloped—Internet penetration is only 
30%—which has inhibited the rise of In- 
ternet start-ups. 

Finland is a different case because it 
could have taken Sweden's route. To un- 
derstand why it did not, look at Nokia, the 
company to which Finland owes much of 
its rise to new-economy stardom. Nokia’s 
management has exerted a strong centri- 
petal force over the Finnish high-tech sec- 
tor, drawing a vast network of suppliers 
into the company as partners. Likewise, 
most managers recruited by Nokia have 
stayed with the company. That is quite dif- 
ferent from Sweden’s Ericsson, whose 
management has sprouted a string of en- 
trepreneurs eager to branch out, frequently 
with unfortunate results. 

The Swedish consumer has also been 
more exposed to the icr downturn. 
Roughly two-thirds of Swedish house- 
holds own shares, perhaps more than in 
any other country in the world. When the 
Swedish telecoms operator, Telia, was pri- 
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Ireland's not the gateway it used to be 


vatised, ım of Sweden’s 9m citizens 
bought shares. It was a bad investment as 
it turned out: Telia shares have fallen to 
50% of their issue price. 

Stockholm’s omx stock index has lost 
50% of its value since its peak last year, 
wiping out a quarter of Swedish house- 
holds’ net worth. Consumers have re- 
coiled—consumption grew by a scant 0.1% 
in the second quarter. Finnish households 
have been less hit by fluctuations in the 
stockmarket, despite the fact that the Hel- 
sinki index (of which Nokia accounts for 
roughly two-thirds) has crashed even 
more spectacularly than the OMx. The rea- 
son: 90% of Nokia is foreign-owned, 
mostly by Americans. 

Finland and Ireland may yet follow 
Sweden down, but if they do it will be be- 
cause of an accumulation of job cuts. Ire- 
land is starting to get worried. Recent plant 
closures by Gateway and General Semi- 
conductor have made the Irish Develop- 
ment Agency nervous because they in- 
volve not only job losses, but a loss of 
capital for Ireland. 

To date, about 4,500 jobs have been cut 
in the foreign-owned IcT sector, out of a 
total of 55,000. But unemployment has yet 
to rise because new job offers have contin- 
ued to arrive. For example, three days after 
General Semiconductor announced 680 
job cuts, 380 new offers were on the table. 

Finland’s fortunes depend on Nokia, 
which has weathered the downturn rela- 
tively well. It has increased its market 
share at the expense of its rivals during the 
past year, even as overall demand for mo- 
bile phones has plummeted. It now pro- 
duces one in every three mobile phones 
sold in the world. Finland may have all its 
eggs in one basket, but so far the basket has 
proved quite sturdy. @ 





Equity research 
Virtue as its own 
reward 


LONDON AND NEW YORK 


Rescuing the credibility of analysts 


HAT’S this? Investment analysts 

cleaning up their act? After Pruden- 
tial Securities, an American stockbroking 
firm, announced a reform of its equity 
analysis in June, HSBC, a British bank, this 
week proposed a new system of its own. 
The bank vowed that “our research has to 
help clients to outperform”. To that end, its 
analysts will in future rank the shares that 
they recommend within their sector and 
reduce their “hold” recommendations. 

Even after the “new economy” bubble 
burst in 2000, many analysts continued to 
push technology stocks. Highly praised 
shares then tanked, while those not fa- 
voured did rather better. This has hap- 
pened before, but rarely have analysts 
been so wrong. As a result, angry investors 
are suing, regulators are devising new 
rules to bolster the analysts’ indepen- 
dence, and investment banks are rethink- 
ing their equity research. 

Their efforts are laudable, but they can- 
not solve the conflicts of interest inherent 
in investment banking. Analysts’ research 
reports inevitably upset some companies 
that are looking for corporate-finance ser- 
vices, and they may then take revenge on 
the analyst's employer by moving their 
business elsewhere. Corporate finance is 
the most lucrative part of investment 
banking, so the temptation to sacrifice an- 
alytical credibility is incredibly strong. At 
CSFB, research analysts even reported to 
the investment bankers, a practice that was 
recently stopped. 

Sceptics of the steps taken by HsBc and 
Prudential point out that neither is a big 
name in corporate finance, nor in invest- 
ment banking proper. It is easier to be vir- 
tuous, they say, if you do not have much to 
lose. Yet even Morgan Stanley and Gold- 
man Sachs, the two market leaders, are 
looking at reforming their equity analysis. 
Morgan Stanley recently fended off a law- 
suit by irate investors who claimed they 
were misled by the bullish views of Mary 
Meeker, the firm’s Internet guru. Goldman 
has already changed the verbose footnote 
at the end of its research reports. Likely to 
become a closely scrutinised bit of the re- 
port, it now states whether an analyst 
owns shares in the companies recom- 
mended. More radically, Merrill Lynch and 
CsFB have banned analysts from owning 
shares in companies they cover. 

Whatever these firms do voluntarily 
may ease the sting of regulation. For 
tighter regulatory standards are on the 





way. Richard Baker, a congressman, is cur- 
rently investigating abuses on Wall Street, 
and the Securities and Exchange Commis- 
sion, America’s stockmarket watchdog, is 
looking at regulatory changes. This has in- 
duced the New York Stock Exchange and 
the National Association of Securities 
Dealers, the two bodies that traditionally 
set the rules on conflicts of interest and dis- 
closure, also to ponder the issue. 

NASD has already come forward witha 


Zurich Financial Services 


Re structure 
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draft proposal and is reviewing the re- 
sponses. The final proposal will probably 
require that investment reports disclose 
analysts’ interests in companies that they 
have researched, and whether the firm has 
received any payment from the company 
over the past year, and if so why. 

All this sounds like a strong case for in- 
dependent investment research. Yet only 
one reasonably large firm in America, San- 
ford Bernstein, does not have an invest- 
ment-banking arm, and its research is 
largely subsidised by its investment-man- 
agement business. In Europe, firms that 
produce independent investment research 
are even scarcer and less prominent. Not 
surprisingly, sizeable asset-management 
firms, such as Fidelity, Putnam and Wel- 
lington, are starting to build their own in- 
dependent research teams. 

More generally, the real complaint of 
retail investors may not be the conflicted 
nature of Wall Street research but its inabil- 
ity to help them achieve superior returns. 
“I do not know how Wall Street research 
can be worth much if everyone gets it,” ob- 
serves Jack Bogle, founder of the Vanguard 
Group, America’s second-largest fund out- 
fit. “The information goes into the market.” 
It is hard to imagine a new process or rule 
that will ensure clients outperform. = 


The Swiss group badly needs a structure to fit its strategy 


AL Financial Services’ half-year re- 
sults, announced on September 6th, 
suggest that the Swiss insurance giantis on 
the way to meeting its $1.8 billion-2.0 bil- 
lion profit target for the year and its goal of 
raising $4 billion from disposals. But it will 
take more than that to persuade investors 
that the company is back on track, after a 
bout of disastrously over-ambitious ex- 
pansion and misleadingly optimistic cor- 
porate communication. 

In under five years, Rolf Hüppi, Zurich’s 
chairman and chief executive, trans- 
formed the staid Swiss property and casu- 
alty insurer into a multinational life and 
non-life insurer with a substantial reinsur- 
ance and asset-management arm. He fo- 
cused on growth and innovative initia- 
tives, glossing over signs that his 
expansionary drive had run into trouble. 
Then, at the beginning of this year, Zurich 
angered investors with two surprise profit 
warnings. Its share price dropped from a 
high of SFr1,000 ($622) in January to alow 
of SFr525 in March, and it has barely recov- 
ered since. 





Happy Hiippi 


It was not Zurich’s expansion per se 
that got it into trouble. It was its failure to 
adapt its structure to its new incarnation. 
When Allianz and axa, its German and 
French rivals, grew through merger and ac- 
quisition they changed their management 
structures to suit their new strategy. Zu- 
rich’s management organisation, on the 
other hand, remained roughly the same, a »» 


l Swiss cheese 
Zurich Financial Services, net profits 
% share of total ($2.3bn) 





Source: Company report *Before results not allocated to regions 


> hybrid of centralism and decentralisation. 
“This structure works with a dozen busi- 
ness units,” says Christopher Hitchings, an 
industry analyst at Commerzbank. The 
problem is that today it has to stretch 
across Zurich’s 350-or-so business units. 

Another problem was the failure of Mr 
Hüppi to select and groom a successor. The 
diminutive executive was the driving force 
behind Zurich’s expansion, but when dis- 
gruntled investors called for his resigna- 
tion after Zurich announced in March that 
its net profit for 2000 was 28.7% down on 
the previous year (at a time when AXA 
was reporting record earnings), nobody 
was in a position to take over. 

Mr Hiippi may yet be forced to undo 
many of his own ventures himself. Like 
other European insurers, he went into the 
American market and got burnt. He 
bought Kemper, a troubled American life 
insurer, and Scudder Stevens & Clark, a 
fund-management firm in New York, 
putting them together as Zurich Scudder 
Investments. However, the quintessential 
New York firm was not up to its new role as 
a global fund manager, and it consistently 
underperformed. This week Deutsche 
Bank reportedly bid up to $3 billion for Zu- 
rich Scudder, putting Mr Hiippi under 
pressure to sell. 

Mr Huppi’s pioneering Internet strat- 
egy for Zurich’s American operations was 
similarly off-beam. A few weeks ago, 
Channelpoint, an online insurer backed 
by Zurich, announced its fourth round of 
lay-offs this year. And Mr Hiippi’s experi- 
ments with hedge funds and private equ- 
ity at Capital z, an alternative investment 
firm in New York, could yet end in tears. 
Two weeks ago, Zurich’s shares dropped 
steeply following rumours of huge losses 
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Roasting an old chestnut 


Unexpected support for a tax on cross-border capital flows 


RITICS of rootless global capital may 

have new friends in high places. In a 
comment on television that was opaque 
even by French standards, Lionel Jospin 
last month hinted at his approval of a 
tax on cross-border capital movements. 
The French prime minister was backing 
a Belgian plan to discuss the “Tobin tax” 
at this month’s meeting of EU finance 
ministers. This week, Germany’s chan- 
cellor, Gerhard Schröder, joined the fray 
by calling for greater debate on “specula- 
tive financial transactions”. 

James Tobin, an American economist, 
first proposed a tax on cross-border capi- 
tal flows in 1972, amid the collapse of the 
Bretton Woods system of fixed exchange 
rates. Details of how such a tax would 
work remain sketchy. Some proposals 
call for taxing only short-term transact- 
ions, while others would require dif- 
ferentiating between speculative trades 
and others. Estimates for the levy range 
from 0.1% to 1% of the value of each for- 
eign-exchange transaction. Some Tobin 
tax supporters want to keep the rate flex- 
ible, so that it can be raised in times of 
crisis, 


The tax got a brief boost in 1992-93 
when hedge funds seemed to threaten 
the dream of European monetary union. 
George Soros, for example, famously bet 
against the pound and forced the British 
government to abandon its membership 
of Europe’s exchange-rate mechanism in 
September 1992. A year later, the mecha- 
nism was blown apart after the French 
franc was driven down by hedge funds 
betting on its devaluation. Once the fuss 
died down and monetary union stayed 
on course, however, the Tobin tax faded 


in Capital z’s private-equity investments. 
Zurich denies the losses. 

Zurich's ventures in Britain have had a 
happier ending, albeit at a high cost. In 
September 1998, the Swiss company 
merged with the financial arm of BAT 
Industries. This thrust it into the first divi- 
sion of insurers and fund managers in Eu- 
rope, but turning around BAT required a 
gargantuan effort and billions of dollars to 
be spent on a special dividend to BAT 
shareholders and share buy-backs from 
British investors who could not own Swiss 
stock. Yet most of Zurich’s British busi- 
nesses are now doing well. 

Once it has sold Zurich Scudder and Zu- 
rich Re, its reinsurance arm, the group will 
be able to focus on its core businesses, life 


from the European agenda—until now. 

In other parts of the world, currency 
speculation has remained controversial. 
It has been blamed for devaluations 
(and subsequent economic crises) in 
South-East Asia in 1997, in Russia in 1998 
and in Brazil in 1999. Speculators are 
now seen as a menace to Argentina’s 
dollar-pegged exchange rate. In each 
case, demands for Tobin-type taxes have 
been heard. 

Today’s anti-globalisation activists 
view the tax more as a fat new source of 
cash than as a tool for exchange-rate sta- 
bility. Groups such as Britain’s War on 
Want and France’s Attac want to use the 
tax to fund development projects in 
poor countries. They have lobbied Euro- 
pean finance ministers vigorously. Vot- 
ers sympathetic to these groups are just 
the sort that Mr Jospin needs to win his 
May 2002 bid for the French presidency. 

A Tobin tax, however, would be both 
unwise and unworkable. It is true that 
only about 2% of the more than $1,500 
billion in daily foreign-exchange trans- 
actions reflect direct trade in goods and 
services or investment in real assets; the 
rest is, in some sense, speculative. But it 
is hard to distinguish between the two, 
and speculative trading provides essen- 
tial liquidity to the markets. 

In any case, speculators could easily 
avoid a Tobin tax, unless every country 
on the planet agreed to implement it. 
Traders could operate tax-free through 
offshore banks and use financial deriv- 
atives to skirt national laws. This would 
make it impossible to collect anything 
close to the $250 billion a year promised 
by the tax’s proponents. 


insurance and property and casualty in- 
surance, at a fortuitous moment. The insur- 
ance industry, which is strongly cyclical, is 
expected to recover soon. Life insurance, 
especially in Europe where pensions will 
increasingly be privately financed, has 
enormous potential. 

Mr Hiippi is now, not before time, 
streamlining the group and simplifying its 
management structure. In July, he an- 
nounced a pooling of Zurich's 11 global 
and regional businesses into five business 
divisions, each headed by a chief execu- 
tive. One of them, Dinos Iordanou, was 
made primus inter pares with the cumber- 
some title of senior executive vice-presi- 
dent. Mr Hüppi may have anointed a 
crown prince. E 





Economics focus Productivity growth (cont'd?) 


The IT revolution has boosted America’s productivity growth, but will it last? 


AST weekend, about 100 central bank- 
ers and economists from around the 

world met in the Rocky Mountain resort 
of Jackson Hole for the annual sympo- 
sium of the Federal Reserve Bank of Kan- 
sas City. The occasion was distinctly 
chillier than a year ago: the conditions for 
white-water rafting were colder, and the 
participants were less warm about Amer- 
ican productivity growth. 

The theme of this year’s conference 
was the information economy. A year 
ago, Alan Greenspan, chairman of Amer- 
ica’s Federal Reserve, had argued that 
American productivity growth was still 
accelerating. This year he suspiciously 
avoided the subject, devoting his speech 
to a seemingly unrelated topic. But it is 
clear that he still believes that the pro- 
ductivity miracle is alive and well. 

At last year’s meeting, an informal poll 
of participants put trend productivity 
growth at around 3%, up from 1.4% in the 
20 years to 1995. This year, most plumped 
for a figure in the 2-2.5% range. This fol- 
lows the recent downward revision of 
productivity growth from an average of 
3.4% in 1999-2000 to 2.6%. New figures 
this week trimmed productivity growth 
in the year to the second quarter to 1.5%. 

The most optimistic view was pre- 
sented by Larry Summers, formerly 
America’s Treasury secretary. In a joint 
paper with Bradford de Long, an econo- 
mist at the University of California at 
Berkeley, he argued that, as long as the 
rapid pace of technological progress—and 
hence the decline in prices of rr equip- 
ment—continues, it will encourage firms 
to find new uses for IT. As a result, IT 
spending will grow as a share of GDP, 
and trend productivity growth will be as 
fast or faster than it was in the late 1990s. 
Mr Summers reckons that the sustainable 
rate of productivity growth is around 3%. 

Martin Baily, a former chairman of 
President Clinton's Council of Economic 


Advisers and once a big productivity opti- 


mist, was more cautious. He reckons that 
some of the spurt in recent years was 
temporary. Mr Baily estimates that future 
productivity growth will be towards the 
low end of the 2-2.5% range. 

The productivity debate is surrounded 
by statistical fog. The optimists in Jackson 
Hole argued that productivity growth is 
being understated by official statistics. 
The conventional productivity numbers 
are based on the output measure of GDP. 
However, the income measure of GDP 


has recently been growing faster than the 
output measure, and some economists, 
including Mr Greenspan, believe that it is 
more reliable. In addition, many of the 
benefits of rT, such as improvements in 
the quality of goods and services, are not 
captured by the official statistics. 

The true economic impact of IT may 
therefore be bigger than it seems. But in 
practice this may not matter for monetary 
policy. The future path of inflation de- 
pends upon the amount of slack in the 
economy, as measured by the output 
gap—the difference between actual GDP 





and potential GDP (productivity growth 
plus labour-force growth). To the extent 
that measurement errors distort both ac- 
tual GppP and estimates of potential GDP, 
the output gap should not be affected. 


Overshooting the rapids 

Moreover, as Mervyn King, deputy gov- 
ernor of the Bank of England, pointed out 
at Jackson Hole, there are measurement 
errors on the other side. Conventional 
GDP, he argued, does not allow for the 
depreciation of capital goods—so it exag- 
gerates productivity gains. A better mea- 
sure is net domestic product (NDP). In 
normal circumstances the growth of GDP 
and NDP are identical, but the two will 
differ when the average rate of deprecia- 
tion of the capital stock changes 
sharply—as it has in recent years. 

As the composition of investment has 
shifted from traditional machinery to- 
wards shorter-lived assets, such as com- 
puters and software, the average rate of 
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depreciation has increased. A bigger 
chunk of the rise in gross output is simply 
replacing capital that wears out each year. 
This should not be counted as a genuine 
productivity gain. 

During the transition period to higher 
depreciation rates, both actual and poten- 
tial GDP will be distorted upwards by the 
same amount. As argued above, this 
should not affect the size of the output 
gap. However, the artificial boost to mea- 
sured productivity growth is temporary. 
In the long run, as the economy reaches 
its new higher rate of depreciation, GDP 
growth will slow to converge with the 
growth in NDP. Estimates of productivity 
growth based on current GDP will there- 
fore lead to inflated expectations of future 
potential growth. If GDP is adjusted for 
depreciation, this would shave half a per- 
centage point off productivity growth 
since 1995, cutting it from 2.4% to 1.9%. 

One benefit of faster productivity 
growth is also likely to be temporary, for 
quite another reason. Over the past five 
years there has been a favourable shift in 
the relationship between unemployment 
and inflation: unemployment fell to its 
lowest for 30 years, yet inflation re- 
mained low. One likely reason is that 
workers’ wage demands tend to be based 
on previous real wage rises plus inflation. 

In the long run, real wage increases are 
determined by productivity growth. But if 
productivity growth suddenly increases, 
workers are initially happy with the pre- 
vious pace of real wage gains, so unit la- 
bour costs decline, allowing both 
unemployment and inflation to fall. Once 
workers try to catch up, the old relation- 
ship will re-emerge and the unemploy- 
ment rate consistent with stable inflation 
will rise back to its previous level of 
above 5%, from a low of 3.9% last year. 

Thus, even if productivity growth re- 
mains at its rapid pace of recent years, 
American unemployment will rise. Pro- 
fits will also be squeezed. The fall in unit 
labour costs over the past few years tem- 
porarily boosted profits. When investors 
realise that future profits growth will be 
lower, share prices may fall further. 

If productivity growth slows from its 
pace of the past few years, the results 
could be worse still. Unrealistic forecasts 
of future productivity growth have in- 
flated share prices, encouraged a borrow- 
ing binge and pushed up the dollar. If 
expectations are disappointed, all these 
could go painfully into reverse. @ 


Science and technology 


Pharmacology 





A bigger pill to swallow 


Today, almost all drugs are made from small molecules. That may soon change 


OWDERY pink pills; gelatinous blue 

orbs; spheres and oblongs of all shapes, 
sizes and colours: the rainbow array of tab- 
lets on sale today might make you think 
that drugs themselves are an equally di- 
verse lot. But all this gay variety is mere 
window-dressing. The curious fact about 
medicines is that, in molecular terms, they 
are so alike: small and soluble in water. 

A few years ago, Christopher Lipinski, a 
chemist at Pfizer's research laboratories in 
Groton, Connecticut, scoured a list of over 
2,000 drug candidates that were in clinical 
trials, in a search for the elusive qualities 
that make a molecule “druggable”. He 
found four. First, drug molecules were al- 
most always small, with a molecular 
weight less than 500 times that of a hydro- 
gen atom. Second, they contained fewer 
than a total of ten nitrogen and oxygen at- 
oms. Third, they had five or fewer “hydro- 
gen-bond donor sites”—ie, places in which 
a hydrogen atom was linked to an atom 
that was keen to get rid of it. And fourth, 
they were soluble in fat as well as in water. 

The list of drugs is now over 7,000 com- 
pounds long, and as many as 90% of them 
obey these rules. It is easy to see why. Dr Li- 
pinski’s dicta act as a sort of molecular 
dress code. As in fashion, less is frequently 


more: unobtrusive, simple styles go far- 
thest. Small compounds can diffuse 
through the gut-wall into the bloodstream 
without being destroyed by digestive en- 
zymes. They can penetrate cell mem- 
branes, because they are not sporting too 
many gaudy atoms and abrasive bonds, 
and because of their fat solubility (cells’ 
outer membranes are made of fat). Also, it 
does not hurt that small compounds are 
cheaper to manufacture in bulk than big 
ones (nobody said this was haute couture). 

Size, however, isn’t everything. Small 
molecules may be good at insinuating 
themselves into cells, but their size often 
stops being an advantage once they have 
arrived. One reason for this is that many 
diseases stem from problems with interac- 
tions between proteins, or between pro- 
teins and nucleic acids (the chain-like mol- 
ecules that form genes and genetic 
messengers). These are big, and small mol- 
ecules often have difficulty interfering 
with the actions of molecules many times 
larger than themselves. Also, when they 
do have a chemical impact, it is often quite 
a broad one. Lacking specificity, they inter- 
fere with all sorts of cellular pathways, 
thus creating unpleasant side-effects. 

In response to these problems, drug 
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makers are starting to think bigger. Bio- 
chemists have known for decades that 
drugs made from “macromolecules”, such 
as proteins, protein fragments (known as 
peptides) and nucleic acids, could manip- 
ulate cells with a power and specificity 
that small-molecule drugs lack. However, 
such compounds break all of Dr Lipinski’s 
rules. They cannot simply be swallowed, 
as the harsh acids of the stomach would 
make short work of them. And even if they 
somehow reached the bloodstream, they 
might be locked out of the cells they were 
aimed at: cell membranes are almost im- 
permeable to large peptides and nucleic 
acids, because these molecules have so 
many abrasive bonds. 

So, if macromolecules are to be made 
into drugs, researchers need to get round 
two problems. First, they must find a way 
to smuggle these compounds into the 
body (ideally without injecting them, 
which is uncomfortable for patients). Sec- 
ond, they must work out how to slip mac- 
romolecular drugs past the membranes of 
the cells that need them. 


Getting there is half the fun 

Fittingly, it is insulin, the macromolecule 
with the longest history of use as a drug, 
that is serving as a guinea pig for new de- 
livery techniques aimed at the first of 
these problems. At a recent meeting of the 
American Chemical Society in Chicago, 
Nicholas Peppas and Aaron Foss, two bio- 
medical engineers from Purdue Univer- 
sity, announced that it might soon be pos- 
sible to take insulin in pill form. When 
protected by a coat of acrylic gel that can 


withstand stomach acid, insulin is able to »» 





Therapeutic antibodies 
Seed v seed 


Mass-producing some drugs may require green fingers 


AIT till the Greens hear about 
this—let alone the Catholic Church. 

It was bad enough when evil boffins 
were genetically modifying plants to 
make them more nutritious, or more re- 
sistant to pesticides. Now Epicyte, a com- 
pany based in San Diego, is growing 
crops meant to kill human sperm. 

Secretory antibodies are proteins of 
the immune system that coat the wet, 
warm parts of the body to protect them 
from attack. Both the fight against sexu- 
ally transmitted diseases, such as herpes, 
and efforts to stop pregnancy would be 
helped if women’s reproductive tracts 
were supplemented with appropriate 
antibodies. Epicyte has now produced 
anti-sperm and anti-herpes antibodies 
in gel form. But such products have to be 
made in bulk to be cost-effective. 

Usually, mass-producing antibodies 
involves building an expensive fer- 
mentation plant in which bacteria de- 
signed to make the compounds are 
grown in large quantities. Epicyte de- 
cided that plants of a different kind 
could do the job more cheaply: green 
ones. Despite outward appearances, ge- 
netically modified maize plants seem 
perfectly able to make human antibod- 
ies. “Plants”, according to Mitch Hein, 
the chief executive of Epicyte, “are very 
much more like humans in their cellular 
structures than people realise.” 

Maize seeds are also an ideal storage 
place for proteins, as they offer a dry, sta- 


> reach the small intestine, where it is ab- 
sorbed into the blood—at least in diabetic 
rats and dogs. Dr Peppas and Dr Foss re- 
ported that 16% of the drug in the pills 
reached the bloodstream. That is enough 
to control diabetes. 

A firm called Genteric, based in Ala- 
meda, California, is also trying to exploit 
the process of digestion to deliver insulin 
into the blood. Its approach, though, relies 
on nucleic acids. It is developing a “gene 
pill” which, when swallowed, would in- 
sert the gene that carries the blueprint for 
making insulin into cells lining the intesti- 
nal tract. These cells, the theory goes, 
would then produce insulin and release it 
into the bloodstream as if it were a nutri- 
ent from digested food. 

In the view of both research groups, 
their work is as much a proof of principle 
as a specific way of treating diabetes. If ei- 
ther method works for insulin, it could be 
generalised for the delivery of proteins 
that now lack any delivery mechanism. If 


ble environment with very little of the 
water that might degrade fragile anti- 
bodies. Once the seeds have been har- 
vested, the antibodies can be extracted 
and turned into medicines. 

The beauty of Epicyte’s antibody 
“factory” is the ease with which its ca- 
pacity can be expanded. When the com- 
pany needs to produce more antibodies 
or to broaden its range of products, it can 
avoid the capital costs of building an- 
other fermentation unit by simply plan- 
ting another field. Assuming it is not 
destroyed by protesters, of course. 





A botanical condom 


neither does, another route, via the lungs, 
might offer an alternative. 

Using the gut to deliver drugs relies on 
the fact that it has evolved specifically for 
the task of absorbing chemicals into the 
body. The lungs do this, too. In particular, 
they absorb foreign bodies that are too 
deeply embedded to sneeze up, using an 
“active-transport” system that pulls those 
bodies into the bloodstream for elimina- 
tion. It is possible to exploit this system to 
insert proteins into the blood. Once again, 
insulin will be one of the first proteins to 
be delivered in this way. A dry powder 
form of inhalable insulin called Exubera, 
made by Pfizer and Aventis, is expected to 
reach the market first. Two other drug mak- 
ers, Eli Lilly and Novo Nordisk, are work- 
ing on similar offerings. 

Inhalation may also breathe new life 
into another old idea in macromolecular 
therapy: so-called “antisense” drugs that 
interfere with the process of protein mak- 
ing. Antisense drugs inhibit the action of a 


type of nucleic acid called messenger RNA 
(MRNA). These messengers provide the 
templates from which proteins are assem- 
bled. A molecule of MRNA is a copy of one 
of the two strands of the double helix of 
DNA that makes up a gene. If it encounters 
a copy of the other strand from the same 
gene, the two will react to form a new dou- 
ble-stranded molecule, a process that inac- 
tivates the mRNA. Since the original 
MRNA Strand carries the “sense” of the 
gene, the complementary, inactivating 
strand is known as “antisense”. 

Such antisense strands can pick out 
their MRNA targets with pinpoint accu- 
racy. An antisense drug should thus be 
able to knock out a particular protein (by 
stopping its manufacture) without touch- 
ing any others. In practice, antisense tech- 
nology has proved a disappointment. Sev- 
eral firms have tested injectible antisense 
drugs, but the nucleic acids involved, be- 
ing large molecules, could not diffuse eas- 
ily across cell membranes. Large doses had 
therefore to be administered to get any re- 
sults. These large doses, in turn, resulted in 
nasty side effects. 

EpiGenesis, a biotechnology firm 
based in Cranbury, New Jersey, reckons 
that it can avoid these problems. The inte- 
rior of the lung is coated with a surfactant: 
a detergent that reduces water’s surface 
tension and increases the range of chemi- 
cals that can dissolve in it. This appears to 
encourage lung cells to take up nucleic ac- 
ids. The company’s leading candidate, an 
anti-asthma drug, is therefore an antisense 
molecule that can be inhaled. 

The drug works by blocking the expres- 
sion of a protein called the adenosine A1 
receptor. This substance is produced in 
asthmatic lungs but not in healthy ones. 
The heightened absorption provided by 
the surfactant means that EpiGenesis’s 
drug works in low doses. Somebody in- 
jected with antisense molecules may re- 
quire a dose of several grams to produce an 
effect. Only a few milligrams are required 
if you breathe them. 

It will take more creative thinking to de- 
liver macromolecules to the interiors of 
other, less accessible, cells. One promising 
technique borrows a page from the ene- 
my’s book, by employing the peptides that 
viruses use to infiltrate cells. Hrv, the virus 
that causes AIDS, uses a peptide called Tat 
to penetrate the membranes of cells it in- 
fects. Recently, Steven Dowdy, of Wash- 
ington University, St Louis, linked a series 
of large proteins to Tat peptides, and ex- 
posed them to cells. The proteins were able 
to enter the cells intact. 

Dr Dowdy has shown that the tech- 
nique works in mice as well as in cell cul- 
tures. If italso works in people, and if it can 
be used to deliver genes, lots of macro- 
molecular therapies may soon line chem- 
ists’ shelves. Some day, Dr Lipinski might 
even have to revise his conditions. = 
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Gallium arsenide semiconductors 


Arsenic and chips 


An old contender’s time has come 


E THE technology boom and bust de- 
pended on anything physical, it was sili- 
con. Extracted from humble sand, silicon is 
the raw material of information technol- 
ogy, as the vast majority of computer 
chips are made from it. The reason that 
computer performance has been improv- 
ing so rapidly is that the density of circuits 
etched on to silicon wafers has increased. 
But engineers are now running into the 
physical limitations of silicon. So there is a 
renewed interestin replacements. 

An announcement from Motorola sug- 
gests that one long-awaited replacement 
may have arrived. Gallium arsenide 
(GaAs) has seemed a likely alternative to 
silicon ever since the earliest days of semi- 
conductors. Chips made of GaAs have sev- 
eral desirable properties, because the elec- 
trons in them are extremely mobile. They 
use less power than silicon, and they have 
much higher switching speeds—nearly 70 
GHz (billions of cycles per second), as op- 
posed to silicon’s best of 2 GHz. So they can 
process information faster. And they are 
very efficient at converting light to electric- 
ity, and vice versa, which makes them 
ideal for the branch of information tech- 
nology known as optoelectronics. 

Unfortunately, GaAs is costly and brit- 
tle. That has restricted its applications to 
things for which there is no alternative. For 
years, engineers have sought a way to 
create chips that combine silicon with 
GaAs, thus reducing both cost (by employ- 
ing GaAs only in places where it is needed) 
and brittleness (by backing it with more 
supple silicon). They have been thwarted 
because the crystalline structures of sili- 
con and gallium arsenide do not mesh, so 
the GaAs components will not stick in 
place. Now Motorola, following up a 
happy bit of serendipity, seems to have 
found a way to join the two. 

In 1999, some of the company’s re- 
searchers developed what was then the 
world’s thinnest transistor. This was made 
by depositing a microscopic layer of stron- 
tium titanate on a bed of silicon. Making it 
was hard, because of the persistent ten- 
dency for a layer of oxygen molecules to 
interpose itself between the strontium tita- 
nate and the silicon. However, while he 
was studying this problem, Jamal Ram- 
dani, one of the team, noticed that the oxy- 
gen also causes the strontium titanate to re- 
lax into a crystalline structure that meshes 
nicely with GaAs. The fit is not perfect, but 
it provided an opening. Strontium titanate 





could, in principle, mesh with both silicon 
and GaAs. It therefore offered a way to 
stick the two together. 

In the intervening years, Motorola has 
worked out the practical details, produced 
prototype GaAs-silicon hybrid chips, and 
has now tested them in mobile phones. 
That is a big market. A typical mobile- 
phone handset contains six or seven GaAs 
chips, which are used as amplifiers and 
high-speed switches. 

Running mobile phones is not, though, 
the only use to which these chips are likely 
to be put. More than $35 billion has been 
spent over the past two years laying some 
200m kilometres of optical fibre around 
the earth. There is a glut of capacity of 
high-speed, long-distance pipelines, but 
very few points of access. This is because 
the optoelectronic technology needed to 
switch signals from electrons to light, and 
back again, has been expensive. Until 
now. Motorola’s new chips may, with 
luck, make the fibre glut useful at last. m 


The new astronomy 


Silent running 


MAUNA KEA 


Astronomers do notlook through 
telescopes any more 


Ce of the most enduring images of 
science is that of the astronomer, 
alone in his observatory, peering through 
a telescope at the mysterious heavens 
above. But, like so many other things in 
this high-tech age, astronomy has moved 
on. In the telescopic capital of the world— 
the summit of Hawaii's largest mountain, 
Mauna Kea—more than half a billion dol- 
lars’ worth of observatories lie virtually 
deserted, except for a few technical staff. 
Every day, hundreds of tourists make 
the trip to the summit, to see this impres- 
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Is there anybody up there? 





sive array of telescopic power. But the last 
person they are likely to find up there is an 
astronomer. Such messy things as human 
beings are not even allowed inside the op- 
erational domes; these thoroughbred 
pieces of scientific gear are so sensitive 
that an astronomer’s body heat would de- 
form the telescope’s steel and mirrors 
enough to mar the accuracy of the light- 
gathering equipment. Computer-con- 
trolled refrigeration ensures that the in- 
struments are cooled perfectly to match 
the predicted ambient temperature for an 
evening’s viewing. With telescope time at 
the largest observatories costing $35,000 a 
night, any hours wasted acclimatising the 
structure are extremely costly. In any case, 
the photons of light that travelled hun- 
dreds of millions of light-years from the 
farthest reaches of the universe are no lon- 
ger captured by eyes, nor even by photo- 
graphic plates. Instead, they are converted 
into an unromantic stream of ones and ze- 
ros, which can be transmitted any- 
where—to the base of the mountain, or 
even to universities in other countries. 

Astronomers do still make it to the ob- 
servatories, but the journey is as much a 
pilgrimage as a necessity. Last month, one 
young astronomer from Durham Univer- 
sity in England arrived on the mountain 
simply to see the machine she was going to 
be using. 

As if this were not enough to ruin a 
lovely fantasy, it seems that the chances of 
finding any astronomer who knows what 
a particular star or constellation is called 
are also distressingly low. Understanding 
the universe requires physics—a lot of it. 
Many astrophysicists are less interested in 
where somethingis in the sky thanin what 
itis, and how it works. Ian Robson, director 
of the Joint Astronomy Centre in Hawaii, 
when indicating the major features of the 
night sky one evening, said he makes a 
point of knowing such things. Why? Be- 
cause people expect him to. But as far as 
professional astronomers go, he belongs to 
a dying breed. @ 











THE GOVERNMENT OF MONGOLIA 
TENDER NOTICE 


TRADE AND DEVELOPMENT BANK 
OF MONGOLIA, LLC 





The largest and most profitable commercial bank in Mongolia with 
43% of the country’s total banking sector assets and 79% of foreign 
assets as of 31 December, 2000. 


The Government of Mongolia is seeking the participation of strategic 
international commercial banking industry investors in the sale 
through an open competitive tender of a 76% equity interest 
(1,520,000 common shares) in the Trade and Development Bank of 
Mongolia, LLC (“TDB”). 


Barents Group of KPMG Consulting, Inc. has been engaged to act as 
Advisor to the State Property Committee for the privatization of TDB 
under a contract signed between the United States Agency for 
international Development and the Government of Mongolia. 


In order to receive the Tender Documentation Package, interested 
parties (Applicants) must submit a formal Expression of Interest to the 
State Property Committee, accompanied by: 


1. An Application Form; 

2. A duly executed Confidentiality Agreement signed by the 
Applicant’s Authorized Representative; 

3. Evidence of payment of a non-refundable Tender Fee of US 
$1,000; 

4. Power of Attorney confirming the designated Authorized 
Representative; 

5. Information regarding the Applicant’s background and industry 
experience. 


Applications/Expressions of Interest will be accepted by the State 
Property Committee up to 18:00 hours (Ulaanbaatar time) on 
5 October, 2001. 


The Tender Announcement, Application Form and Confidentiality 
Agreement are available from the contacts listed below or from the 
State Property Committee’s website. 


For information regarding the Tender, please contact: 


State Property Committee 
Government Building #4, Room 408 
Ulaanbaatar-11, Mongolia 
Tel: 976-11-312 460; Fax: 976-11-312 798 

. Website: www.spc.gov.mn 
or 
Barents Group of KPMG Consulting, Inc. 
State Property Building #1, Room 301 
Ulaanbaatar-38, Mongolia 
Tel/Fax: 976-11-324 149 
Email: barents@magicnet.mn 





itaalia passe eate etree 


This Notice is not the official Tender Announcement in accordance 
with the laws of Mongolia. The text of the official announcement, 
published in the Mongolian newspapers is available trom the State 
Property Committee website and the addresses above. 
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Duke University 


Duke Center for International Development 
Terry Sanford Institute of Public Policy 


International trends in political, 
administrative & fiscal 
decentralization 


Theory of Public Choice & Fiscal 
Federalism 


Allocation of expenditure & 
revenue responsibilities 


Central-local government transfer 
systems 


Local revenue mobilization 
strategies 


User charges, property taxation, 
business licensing, income & 
Sales taxation 


Financial management, budgeting 
& revenue forecasting 


Debt financing & sub-national 
borrowing 


B Duke Center for international Development 


Design and implement 
effective fiscal 
decentralization strategies to 
improve local service 
delivery, enhance economic 
governance and increase 
citizen participation. This 
program presents the theory, 
analytical techniques, and 
international best practices 
for implementing successful 
decentralization, local 
financial management, and 
revenue mobilization reforms. 
Lectures, applied case 


- Studies, group discussions, 


participant presentations, and 
computer exercises help to 
improve the knowledge and 
skills of participants. 


204 Science Drive, Campus Box 90237 
Durham, NC 27708 USA 


Tel: 919-613-7359 


Fax: 979-681-0831 


| 
| E-Mail: dcidexed@pps.duke.edu 
a Applications online at: www.pubpol.duke.edu/dcid/pfd.html 
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Duke University 
Duke Center for International Development 
Terry Sanford Institute of Public Policy 


Tax Reform and its 
implementation 

Economic and Revenue Impacts 
of Taxation 

Consumption and Expenditure 
Taxes 

Trade Taxes 

Taxation of Income, Wealth and 
Property 

Revenue Forecasting Techniques 
Macroeconomic and 
Microsimulation Models 

Typical Taxpayer Models 


Forecasting of VAT, Excise, 
Trade, Personal, and Corporate 
Income Taxes 





Learn state-of-the-art 
techniques for analysis of 
alternative tax policies and 
forecasting of revenues. The 
TARF executive program 
presents computer-based 
macroeconomic and 
microsimulation forecasting 
models. Lectures, applied — 
case studies, group 
discussions, participant 
presentations, computer 
exercises and practical use of 
internet data resources help 
improve the participant’s 
knowledge and enhance their 
skills in these fields. You will 
complete a major tax 
modeling exercise of 
relevance to you and your 
organization using your own 
data. 


Duke Center for International Development 
204 Science Drive, Campus Box 90237 
Durham, NC 27708 USA 


Fax: 919-681-0831 


E-Mail: dcidexed@pps.duke.edu 
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Big, bold, bare and spare 


Huge publishers’ advances and big promotion budgets are no guarantee of a good 


literary novel 


The Hunters. By Claire Messud. Harcourt; 182 
pages; $23. To be published in Britain by Pica- 
dor in February 


N TWO paired novellas under the com- 

mon title of “The Hunters”, Claire Mes- 
sud draws readers into the inner lives of 
people completely dislocated from soci- 
ety. So expertly does she succeed that we 
begin to see the world with their distorting 
eyes as they try to impose order to cocoon 
them against outside chaos, anaesthetise 
them from pain. 

The first is the story of Maria, who at 
the age of 15, at the start of the second 
world war, is uprooted from her family 
and sent through a succession of forced- 
labour camps in Ukraine. In one she mar- 
ries a Pole with whom she emigrates to 
Canada atthe end of the war together with 
their baby son. However, as an old 
woman in a land of plenty, her husband 
dead, her son Radek transformed into the 
Canadian Rod, Maria’s world shrinks. She 
works as a cleaner, her only peace being 
the rhythms of dusting and vacuuming, 
the ritual of coffee. In her own house the 
furniture is protected with polish, the sofas 
and floors wrapped in plastic, safe from 
harm and time. But when she steps away 


from this small, safe world, she is forced to 
face the misery of her real loneliness. Sit- 
ting on a boat, her grandchildren splashing 
in the water nearby, her son fishing with 
his back to her, her daughter-in-law swig- 
ging beer from a bottle and loudly flicking 
the pages of a glossy magazine, she feels a 
more profound sense of not belonging 
than ever before. She is “a tiny rootless fact, 
an irrelevance”. It is only when she be- 
lieves everything is at an end that Maria is 
able to connect with her son in a way that 
she has never allowed herself. Then, she 
removes the plastic layers from her furni- 
ture and emerges from her cocoon. 

The narrator of the second novella is a 
nameless, genderless American academic 
spending a lonely summer in London re- 
searching a book on death. From a rented 
flat in an unfashionable part of London, 
the narrator views life through the large 
windows as if watching a stage. The narra- 
tor’s own life is both God-like in its re- 
moved superiority, and dog-like in its ba- 
sic patterns of feeding, sleeping, working. 
He/she has become so removed from hu- 
manity that the sound of the doorbell ring- 
ing evokes only panic and terror. A neigh- 
bour, an ugly, desperately lonely woman, 
becomes through the narrator’s eyes a re- 
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pulsive and deeply sinister figure. The nar- 
rator feels hunted by her. It is only later, 
when a surprising new-found love renders 
the narrator human again, that he/she 
faces the tragic consequences of this pecu- 
liarly distorted vision. 

Ms Messud's writing is filled with a rich 
imagery of life, sights, smells, sounds, in 
stark contrast to the deadening effect of life 
with few human connections. The tor- 
ments of the two narrators as they struggle 
to and from humanity, barricading them- 
selves with plastic and glass, is touching 
and unsettling. Itis hard to imagine readers 
not sensing the flutter of anxiety at her 
words. 


At Swim, Two Boys. By Jamie O'Neill. 
Scribner; 656 pages; £17.99. To be published 
in America by Scribnerin March 


HE title of Jamie O’Neill’s long-awaited 

first novel is a play on Flann O'Brien's 
“At Swim-Two-Birds”, which James Joyce, 
nearly blind, read with a magnifying glass 
in 1939 and pronounced “a really funny 
book”. In contrast, “At Swim, Two Boys” is 
not a funny book, but it still manages to 
wear on its sleeve that same Irishness, 
handed down by Joyce and O’Brien, 
which may be why Scribner was prepared 
to pay an advance of £1m ($1.5m) for it. 

The setting is Dublin in the year that led 
up to the brave but ill-fated Easter uprising 
of 1916. The two boys are Jim Mack, a 
shaded figure whose brother is fighting in 
France and whose father runs the local cor- 
ner shop but harbours grand ambitions, 
and the far more clearly etched “Doyler” 
Doyle, who has climbed out of his Dublin 
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> slum on the back of a college scholarship. 
Each to the other is “pal of my heart” and 
the boys seal their intimacy after a brave 
swim across Dublin bay to raise the green 
flag on the Muglins, an uninhabited rock 
with a lighthouse beacon. 

Mr O'Neill’s story is as affecting as you 
would expect, given the historical setting. 
But the wordiness of the language, all 
charmingly Irish and topsy-turvy to begin 
with, ends up by getting so badly in the 
way that it undermines the author's every 
effort at making characters of his boys. 


The Corrections. By Jonathan Franzen. 
Farrar, Straus; 576 pages; $26. To be pub- 
lished in Britain by Fourth Estate in February 


GREAT American novel has been ex- 

pected from Jonathan Franzen since 
the mid-westerner first appeared on the 
New York literary scene in 1987, preco- 
ciously young and ferociously serious in 
his literary intent. During the decade thatit 
has taken him to write “The Corrections”, 
he has struggled with the problem of how 
to engage with a culture where the main 
problem is a lack of engagement. The 
conclusion he seems to have reached is 
to bludgeon the reader with his social 
despair. 

In telling the story of the lives of two 
generations of the Lambert family as they 
come together for one last family Christ- 
mas, Mr Franzen looks behind the shiny 
veneer of American society and finds it 
hollow. His America is a lonely place pop- 
ulated by people who spend and medicate 
their way out of depression and are so 


busy correcting themselves that they for- 


get to connect with each other. Mr Franzen 
is an astute observer and at its best the 
writing can be utterly authentic. His por- 
trait of the patriarch Alfred descending 
into senile dementia—a more acute form 
of his life-long sense of dislocation—is par- 
ticularly fine. However, as the novel 
stretches to capture every aspect of hyper- 
kinetic American culture the simple struc- 
ture of the plot proves too flimsy to sustain 
the sub-plots and social commentary piled 
upon it, and this ambitious novel proves to 
be truly great in length alone. 


Peace Like a River. By Leif Enger. Atlantic 


Monthly Press; 320 pages; $24. To be pub- 
lished in Britain by Doubleday in February 


UNS, God, and hot cinnamon rolls— 

this novel is so middle-American you 
wonder if there’s a catch. But no, Leif Enger 
from Minnesota is in earnest. The teenage 
Davy Land, who sets the plot in motion, is 
able not only to shoot a flying goose with 
thrilling accuracy, but to kill a man as 
well—two in fact, villains both. “How 
many times does a dog have to bite before 
you put him down?” he asks, and in de- 
fence of his family (especially his nine- 


year-old sister, Swede) he blows them 
both to kingdom come. The narrator is 
Reuben, Davy’s 11-year-old asthmatic 
brother, an inarticulate Huck Finn to the 
Tom Sawyer of the staggeringly precocious 
Swede. Like Tom, she is the myth maker, 
and her wild-west reading spills over into 
a long cowboy ballad composed in the in- 
tervals of home cooking, about a “good” 
outlaw, Sunny Sundown, whose heroic 
escapades cast an epic glow over the for- 
tunes of Davy. The father, mother and sole 
guardian of this trio is Jeremiah, a born- 
again Christian and miracle worker. 

Davy busts out of jail and vanishes into 
the snow, leaving his family to pursue him 
and his moral significance with nothing 
but God and Sunny Sundown for guid- 
ance. They in turn are pursued by the fed- 
eral police who hope to be led to their 
quarry. Their loyalties are nicely caught in 
that classic American dilemma: the 
individual conscience (Davy) versus the 
state—“the putrid fed”, the children call it. 

Mr Enger can turn a cool phrase and 
there are powerful descriptions, particu- 
larly of the hellish, fiery-fissured geology 
of North Dakota, and magical ones of a 
glimpsed Heaven. But he can be porten- 
tous and sentimental, and there is at times 
a queasy self-consciousness about this 
homespun, plainfolks tale. The brothers 
meet a tramp in the woods, and Reuben 
says: “It's tempting to assign him the duty 
of harbinger. But I doubt he was. A tramp 
can be just a plain tramp you know.” Faux 
naif is fine, but you need to know how to 
do faux. Otherwise, naif is better. 


Year of Wonders: A Novel of the Plague. By 
Geraldine Brooks. Viking; 320 pages; $24.95. 
Fourth Estate; £12.99 


OHN DRYDEN’S “Annus Mirabilis”, his 
year of wonders, was set in 1666 when 
the plague scorched London, driving the 
king and his court to Oxford and Samuel 
Pepys to Greenwich to escape contagion. 
In her first novel, Geraldine Brooks avoids 
the grand and the literary and focuses in- 
stead on a small village in the lead-lined 
Derbyshire hills which is untouched by 
the disease until a damp bolt of cloth ar- 
rives from the capital carrying with it the 
bubonic infection. 
Ignorant and terrified, the villagers turn 
to their young, charismatic preacher, Mi- 
chael Mompellion. He persuades the vil- 


lage to immure itself in self-imposed quar- 


antine in the belief that the scourge is a 
punishment sent by God. The heroine is 
the reverend’s 18-year-old maid, Anna, a 
widow who quickly loses her two young 
sons. Anna’s is a marvellous story. 
Through the rituals of childbirth, illness 
and death, she fights the villagers’ fear and 
fanaticism, sorcery and witch hunts, and 
at the end of the novel is utterly redeemed 
by her courage. m 


Washington chronicle 


Inside out 


War in a Time of Peace: Bush, Clinton, and 
the Generals. By David Halberstam. Scribner; 
543 pages; $28. To be published in Britain by 
Bloomsbury in April 


AVID HALBERSTAM is intrigued by 

America’s elites, and though critical 
of their mistakes, he remains at heart an 
admirer. He empathises easily with their 
careers and concerns, admires their devo- 
tion to public service and has a novelist’s 
fascination with the way its members’ 
lives can connect, diverge and re-connect 
again over long periods. “The Best and the 
Brightest” (1973) was his classic account of 
the policymakers who led America into 
Vietnam. “War in a Time of Peace” is about 
a later Washington generation that did not 
lead their country into Bosnia. 

Everything that is most admirable in 
his new book reflects Mr Halberstam’s 
primary passions as a writer and former 
war correspondent for the New York 
Times. The book is not quite what its sub- 
title promises—an analysis of civil-military 
relations in the United States during the 
1990s—but rather a finely crafted and en- 
joyable account of the shared culture and 
personal chemistry of America’s political 
and military power-brokers. 

There are neatly executed pen portraits 
of scores of individuals—not only politi- 
cians, diplomats and generals but also 
journalists, such as Christiane Amanpour 
and Roy Gutman, whose crusading report- 
age from the Bosnian killing-fields helped 
to make American policy more assertive. 

While the book also touches on the cri- 
ses in Haiti and Somalia, and crams the air 
war against Serbia over Kosovo into three 
of its 44 chapters, it is essentially about 
American policy towards Bosnia. It begins 
by explaining why the administration of 
George Bush senior stayed out of the Bal- p» 





Amanpour didn’t smile over Bosnia 





> kan crisis during its early phase—although 
itincluded some old Yugoslavia hands. Mr 
Halberstam points out that America was 
preoccupied at the time with the Gulf war 
and with ensuring the peaceful break-up 
of another communist federation, the So- 
viet Union. 

As he describes the Clinton team’s evo- 
lution from relative impotence in Bosnia 


during its early months to dynamic in- 


volvement in 1995, Mr Halberstam gives a 
sympathetic hearing to the foreign-service 
officers who protested strongly because 
America seemed to be condoning Serb 
atrocities, about which the United States, 
with its signal and satellite intelligence, 
was uniquely well informed. 

The narrative switches back and forth 
from Washington's corridors of power to 
the Balkan war zones. In one section, Mr 
Halberstam betrays his empathy with the 
elite by making repeated use of “we” to re- 
fer to the government. He is less convinc- 
ing when describing what actually hap- 
pened in the Balkans—unsurprisingly, 
given that the book is based almost en- 
tirely on American sources. Not many peo- 
ple from the Balkans, or anywhere in Eu- 
rope, appear to have been consulted. 

Indeed, if the book has failings, they re- 
flect the author’s relatively uncritical atti- 
tude towards the powerful and sophisti- 
cated Americans who form his subject 
matter. Because of this identification, Mr 
Halberstam holds back from asking some 
really hard questions about America’s pol- 
icy in the Balkans, including its role in the 
final months of the Bosnian war. 

The received version, retold by Mr Hal- 
berstam, is that Bill Clinton and Al Gore 
vowed to “bomb the Serbs” and end the 
war when they were shocked to learn that 
thousands of Muslims had been massa- 
cred at Srebrenica. But, the reader cannot 
help asking, was news of this impending 
massacre—the worst in Europe since 1945— 
really not available to America’s two most 
powerful figures beforehand? 

At earlier stages in Bosnia’s war, when 
Muslim strongholds like Gorazde or Bihac 
had been on the verge of falling, America 
had worked (without the promise of 
ground troops) to galvanise its allies—in- 
sisting that battle-plans be drawn up, and 
threats of bombing be issued, so as to warn 
off the Serbs. Yet in the final days and 
hours of the advance on Srebrenica, which 
American intelligence could monitor 
closely, Washington fell strangely silent. 
Srebrenica duly fell, with consequences 
which were unspeakable in human terms, 
but not inconvenient diplomatically. 

Perhaps it is conspiratorial to assume 
that America’s tardy reaction to Srebrenica 
reflected calculation rather than negli- 
gence. But the question needs asking, and 
itis unlikely to be asked by an observer like 
Mr Halberstam, who has come to think the 
best of America’s brightest. @ 


Hollywood's civil war 
Extra special 


The Reel Civil War: Mythmaking in American 
Film. By Bruce Chadwick. Knopf; 384 pages; 
$27.50 


HE extras in movies about the Ameri- 

can civil war are often keener on 
authenticity than the film's director. They 
are recruited from the ranks of re-enactors: 
civil-war buffs who spend their holidays 
restaging the battles of 1861-65. 

The hardcore dislike the term “re-enac- 
tor”, preferring to be called historical inter- 
preters. In the field, they confine their diet 
to salt pork, hardtack and other civil-war 
rations, limit their speech to mid-19th cen- 
tury topics and wear period underwear 
beneath their scratchy wool trousers. 
Some can even “do the bloat”. As de- 
scribed in Tony Horwitz’s affectionate 
“Confederates in the Attic” (1998), bloaters 
swell their bellies, curl their hands, puff 
out their cheeks and contort their mouths 
until they are a flawless counterfeit of the 
corpses in the famous battlefield photo- 
graphs of Matthew Brady. 

In this lively (though cringingly titled) 
survey of how American films have han- 
died the civil war, Bruce Chadwick ap- 
plauds the presence of the buffs for giving 
films an authentic look that was lacking in 
earlier movies. Film makers benefit too, as 
the extras bring their own tents, weapons 
and uniforms. What is more, they are 
cheap: for the film “Gettysburg” (1993), 
each re-enactor group cost only $1,000, 
plus $10 per day per man. 

Whether the plots of the films and their 
characters are also more authentic than 
they used to be is debatable. As Mr Chad- 
wick, a lecturer on history and film at Rut- 
gers University, sees it, most producers, 
writers and directors of Hollywood civil- 
war films are myth makers. 

The lost-cause films, running from 
D.W. Griffiths’s silent film, “Birth of a Na- 
tion” (1915), through to “Gone with the 
Wind” (1939), are filled with inventive nos- 
talgia for an earlier agrarian, and suppos- 
edly more gracious, American life. The 
stock historical imagery of such films 
tends to include mint juleps, stately man- 
sions with white-columned porticos, land- 
scaped lawns and sunny fields of cotton in 
which contented darkies labour. 

And there's the catch. Hollywood's 
moonlight-and-magnolia romances came 
normally with the direst caricature of 
black slaves. The women are overweight, 
overwrought black mammies; the men 
silly, shuffling fools when they are not 
primitives on the prowl. 

In many modern films the caricatures 





Take that, you bloater! 


are reversed: slave-owners are white trash, 
and slaves, in Mr Chadwick's words, “hon- 
ourable family men and women, God- 
fearing and righteous people who live 
good lives in bondage.” 

But Mr Chadwick does not despair. The 
occasional civil-war film is almost as au- 
thentic as its extras. In his view, they in- 
clude “Glory” (1989), about the north’s first 
black regiment, and “Gettysburg”, which 
was filmed, with unusual attention to tac- 
tical detail, on the battlefield itself. = 


Environmental scrutiny 


Doomsday 
postponed 


The Skeptical Environmentalist: Measur- 
ing the Real State of the World. By Bjorn 
Lomborg. Cambridge University Press; 540 
pages; $69.95 ($27.95 paperback) and 
£47.50 (£17.95 paperback) 


HIS is one of the most valuable books 

on public policy—not merely on envi- 
ronmental policy—to have been written 
for the intelligent general reader in the past 
ten years. Its target is environmental pessi- 
mism, the defining mood of the age. By the 
end, fair-minded readers will find that 
most of the concerns they had about the 
future of the planet have given way to fury 
at the army of dissembling environment- 
alists who have dedicated themselves to 
Stirring up panic by concealing the truth. 

The idea that the world is heading for 
ruin seems to be taken for granted by al- 
most every television news programme 


and newspaper, whether the subject is » 





> poverty in Africa, global warming, trends 
in population, traffic jams in Manchester 
or a spell of bad weather in Detroit. This 
gloom directly affects the debate on envi- 
ronmental policy, of course, but its influ- 
ence goes wider than that. It supports the 
conviction that capitalism is self-destruc- 
tive, and so lurks in the background of 
many an economic debate, broad or nar- 
row. Yet this faith in looming environmen- 
tal disaster, Mr Lomborg shows, is false. 

The author is a professor of statistics at 
the University of Aarhus. His expertise lies 
in numbers and sources. So in “The Skepti- 
cal Environmentalist” he examines the 
views of the world’s leading environmen- 
tal pressure groups simply by consulting 
the sources (if any) they cite, together with 
other relevant literature. Again and again, 
he finds that the pessimists’ claims are fal- 
sified not merely by the available scientific 
evidence but by their own quoted sources. 

The accumulating power of the book 
lies in the sheer toll of carefully docu- 
mented examples. Bearing that in mind, 
consider just one, to get a flavour. The 
Worldwatch Institute has claimed that the 
world’s forests have “declined signifi- 
cantly” in recent decades. In fact, the lon- 
gest data series, gathered by a United Na- 
tions agency, shows that global forest 
cover grew between 1950 and 1994. In par- 
ticular, the institute noted, Canada is los- 
ing 200,000 hectares of forest a year. On 
checking the quoted source, Mr Lomborg 
finds that Canada’s forests grew by 
174,000 hectares a year. This is represen- 
tative: the book exposes countless errors, 
evasions and distortions of this sort. 

As well as insisting on statistical prob- 
ity, Mr Lomborg brings another intellec- 
tual virtue to the task: an interest in feasi- 
ble alternatives. On global warming, for 
instance, he shows that standard claims 
about the extent of the problem are delib- 
erately exaggerated (though he does not 
deny that some global warming is going 
on); beyond that, however, he asks about 
costs. The cost of preventing warming 
could easily outweigh the harm caused by 
letting it happen, and by a very wide mar- 
gin, depending on the method. If concern 
for developing countries came first (and 
that is where global warming will cause 
most harm), there would be much better 
ways of spending money than on schemes 
such as the Kyoto plan. Providing univer- 
sal access to clean water would do more 
good than the tiny cut in warming envis- 
aged by Kyoto, at about a fifth of the price. 

Mr Lomborg is not the first to take a 
stand of this sort against the excesses of 
the environmentalist movement. He fol- 
lows in the footsteps of the late Julian Si- 
mon, one of the 20th century’s unsung he- 
roes of economics. (Mr Lomborg gener- 
ously acknowledges Simon's role.) But 
Simon was a quirky conservative, and 
therefore ignored by the mainstream me- 





Not the whole truth 


dia. Mr Lomborg is a soft-left Greenpeace 
defector, a photogenic blond Dane, a 
charming self-promoter who understands 
the importance of, as he puts it, “being 
seen to be nice”. That makes him a story. 
His findings have caused a furore in Scan- 
dinavia and, with this book, show signs of 
being noticed elsewhere. Good. More 
power to him. “The Skeptical Environmen- 
talist” is a triumph. @ 


Catholic anti-Semitism 
A case to answer 


The Popes against the Jews: The Vatican's 
Role in the Rise of Modern Anti-Semitism. 
By David Kertzer. Knopf; 368 pages; $27.95. 
To be published in Britain by Macmillan in 
January 


T WAS brave of the present pope, John 

Paul II, to have encouraged the Catholic 
church to ask itself painful questions 
about whether it shares any responsibility 
for the Holocaust. But when at last it an- 
swered these questions, did the church let 
itself off too lightly? David Kertzer, an 
American historian, has no doubt of it. His 
new book draws on newly released ar- 
chives to demolish the case the Vatican has 
made in its own defence. 

In 1998, at the pope’s behest, a Vatican 
commission published a report, “We Re- 
member: A Reflection on the Shoah”. This 
acknowledged that certain misguided in- 
terpretations of Christian teachings had 
contributed to the centuries of discrimina- 
tion against the Jews in Christian Europe. 


But the report sought to make a distinction 
between this older history, which had 
largely come to an end by the beginning of 
the 1800s, and a new form of anti-Semi- 
tism that sprang up in the 19th century. It 
was this new form, drawing on new theo- 
ries of race and “more sociological and po- 
litical than religious”, that culminated in 
Nazism. Such racial doctrines, claimed the 
Vatican’s 1998 report, contradicted the core 
beliefs of the church, which had always 
condemned them. 

Far from it: this supposed distinction 
between the two kinds of anti-Semitism, 
and therefore the case for the defence, falls 
apart under Mr Kertzer’s painstaking ana- 
lysis. If Jews began to acquire equal rights 
in the 18th and 19th centuries, it was only 
over the indignant protests of the Vatican. 
And far from confining itself to a “reli- 
gious” anti-Semitism, the church played a 
major part in shaping its modern, political 
form. Although never calling for or ap- 
proving of the mass murder of the Jews, it 
subscribed to and disseminated all the rest 
of the notorious libels against them. Jews 
were not guilty of religious error alone; 
they were a rapacious and amoral people, 
bent on world domination, who needed to 
be kept in social quarantine lest they in- 
fected the Christian population. 

The first part of Mr Kertzer’s indictment 
deals with the conduct of the papal states 
in the 19th century. At a time when Jews 
were gaining equal rights elsewhere in 
Western and Central Europe, here after all 
was one place where the popes wielded 
temporal power and could treat the Jews 
exactly as they liked. The record is a dismal 
one. When Napoleon’s revolutionary ar- 
mies occupied Rome in 1798 and again in 
1809, the French allowed the Jews to leave 
the ghetto and enjoy equal rights. One of 
the first actions of Pius VII when he was re- 
stored to power was to drive them back. 
Rome's Jews were briefly emancipated 
again in 1848, when Garibaldi and his 
troops seized Rome. Two years later, in 
1850, the return of a pope, this time Pius IX, 
resulted again in a return to the ghetto and 
the reintroduction of the old restrictions. 

With the demise of the papal states, Mr 
Kertzer suggests, the Jews there were made 
free but the Vatican became imprisoned in 
a mental ghetto of its own. From it, a 
church that felt embattled by secularism 
and modernity came to look upon the 
Jews not as pathetic souls to be saved by 
conversion but as insolent masterminds 
plotting the destruction of all that was 
holy. In logic, the church could not endorse 
the notion that the Jews were biologically 
inferior, since Jesus was born a Jew. Nor 
could it argue that the Jews were irredeem- 
able, since this would contradict what the 
church taught about regeneration in Christ 
through baptism. But neither of these logi- 
cal obstacles counted for much when 
weighed against ancient prejudices. 





> Taking its lead from the authoritative Jesuit 
journal, Civilta cattolica, a fast-growing 
Catholic press spread the word through 
Europe that the Jews were not just an er- 
rant religion but a separate race—a “giant 
octopus”, in the words of a typical Civilta 
cattolica article in 1893—that did not work 
but grew fat on the work of others. Not all 
of these anti-Semitic outpourings had pa- 
pal authority. During this period, the 
popes themselves said as little as possible 
about Jews. But they did not denounce the 
spreading anti-Semitic poison, even when 
petitioned to. They were, in fact, less will- 
ing than the popes of previous centuries 
even to repudiate the blood libel, the medi- 
eval superstition that Jews murdered 
Christian children in order to drink their 
blood, which enjoyed a renaissance in the 
last decades of the 19th century. 

There are, of course, shades of black 
and grey in Mr Kertzer’s story. He closes in 


Saudi Arabia's future 
Petrobaroque 


Succession in Saudi Arabia. By Joseph A. 
Kechichian. Palgrave; 304 pages; $55 


G FAHD of Saudi Arabia finally 

dies, after a long illness, to be suc- 
ceeded by his half-brother Abdullah. 
Grudgingly, Abdullah nominates one of 
Fahd’s other full brothers, Sultan, the de- 
fence minister, as his successor. But the 
two men, never the best of friends, fall 
out. A feud erupts. Do soldiers take over, 
in a coup led by an ambitious young 
prince? Do royal factions unite round a 
compromise figure such as Salman, gov- 
ernor of Riyadh province, a younger 
Fahd brother? Or do the House of Saud 
and the Saudi kingdom disintegrate op- 
eratically into bloody fragments? 

Joseph Kechichian, a political scien- 
tist at UCLA and consultant on the Mid- 
dle East, is too shrewd to make firm 
predictions. But he leaves his readers 
those three possibilities. And although 
he intersperses candour with tact, assur- 
ing us that the young Saudi princes are 
smarter and more durable than we tend 
to think, frankness wins out in the end. 
Whether you are a soldier, an oilman or 
a diplomat, or simply want to sell gold- 
plated boa oni or bathtaps to cash- 
happy ians, there is much to be un- 
easy about. 

This is a book that is necessary rather 
than readable. Arabian genealogy is not 
many people’s idea of fun. “When Ab- 
dallah bin Ali bin Rashid came to power 
in 1835 as ruler of the Jabal Shammar, he 
was rewarded by Faysal bin Turki bin 


1938 on the eve of war, when an ailing Pius 
XI, genuinely moved, broke down duringa 
meeting with Belgian visitors and called 
anti-Semitism a hateful movement that 
Christians could take no part in. But a draft 
encyclical in which he had intended to 
condemn anti-Semitism was not issued, 
andits drafters had in any event been care- 
ful to underline that the church’s hopes for 
the Jews’ ultimate conversion should not 
“blind her to the spiritual dangers to which 
contact with Jews can blind souls, or make 
her unaware of the need to safeguard her 
children against spiritual contagion.” 

There are no doubt historical argu- 
ments that will be made on the other side, 
as questions of balance and context are ad- 
vanced in mitigation. But Mr Kertzer’s bill 
of indictment is a formidable one—a re- 
minder of what a mighty institution may 
choose to overlook when sitting in judg- 
ment on itself. m 


Abdallah bin Mohammad bin Saud...” 
If you mistake one bin (son of) for an- 
other, you will soon lose the thread. But 
persevere, for Mr Kechichian is unusu- 
ally well informed. The problem the cur- 
rent generation faces is partly of King 
Fahd’s making. In 1992 he tried ineptly to 
clarify the question of the royal succes- 
sion. Future kings should be the “most 
upright” of the sons and grandsons of 
Saudi Arabia’s founder, King Abdel Aziz. 
A king could both appoint and remove 
his successor. The clarification clarified 
nothing. Fahd opened up the race to 
more than 200 competitors and he en- 
sured that no crown prince would ever 
feel secure. And who, in any case, was to 
say who is more upright than whom? 
Mr Kechichian stresses the House of 
Saud’s roots in a conservative, Islamic, 
tribal society but he does not disguise its 
difficulties. The biggest problem, ironi- 
cally, is economic. Saudi Arabia’s popu- 
lation growth rate, after years of wealth, 
is higher at around 3.5% than that of 
any African countries, and the demo- 
c bulge means that half the popu- 
lation is under the age of 18. Without 
fresh sources of capital, the Saudi econ- 
omy cannot possibly expand quickly 
enough to offer the next generation the 
welfare grants and grace-and-favour jobs 
that they have come to expect as their 
due. But fresh capital means foreign in- 
vestment, and that will surely mean 
opening up. This, far more than which 
bin succeeds which, is the real challenge 
facing the next Saudi king. 


Public life on the run 


One that got away 


Leavenworth Train: A Fugitive’s Search for 


Justice in the Vanishing West. By Joe 
Jackson. Carroll & Graf; 432 pages; $26 


MIGHT seem odd, in a country where 
2m citizens are behind bars, to single out 


for notice a particular prison. But Leaven- 


worth, in a pretty part of Kansas, is special. 
When it opened in 1903, it was hailed as 
America’s state-of-the-art penitentiary. In 
the hyperbole of the day, America was 
Eden and Leavenworth its federal purga- 
tory, preparing wrongdoers for re-admis- 
sion to paradise. 

In reality, Leavenworth was a sink of 
brutality. Beatings were frequent. Inmates 
wore chains and other devices, such as the 
metal Oregon boot, which pulled bones 
from their sockets. Those who managed to 
escape almost invariably froze on the 
plains, starved, drowned, or else were cor- 
nered and shot through the lungs. 

In “Leavenworth Train”, Joe Jackson 
dwells on one who got away. Frank Grig- 
ware was wrongly imprisoned in Leaven- 
worth in 1909, and, once inside, his re- 
peated protestations of innocence earned 
him only harsher beatings. Mr Jackson 
takes too long to get us there (half the book, 
in fact) but Grigware’s daring escape and 
extraordinary later life are gripping. 

For 24 years federal authorities tracked 
him. Yet Grigware had vanished. Some re- 
ports had him in Ciudad Juarez in Mexico. 
Actually, he found his own Eden north of 
the border, in Canada. This was an in- 
spired choice. Most Americans were obli- 
vious of Canada. “I don’t even know what 
street Canada is on,” Al Capone once 
quipped. Canadians, in those days, were 
equally dismissive of gun-toting America. 

When J. Edgar Hoover's FBI finally 
caught up with Grigware in 1934, he was 
no more. In his place lived James Lawrence 
Fahey, a respected personage who had 
chaired a curling club and even been 
mayor of a small town. Canada balked at 
extraditing him to the United States. Grig- 
ware the escapee was American. Jim Fa- 
hey the upstanding citizen and public fig- 
ure was a naturalised Canadian. 

Petitions speaking to Fahey’s good char- 
acter landed on President Roosevelt's 
desk. The Canadian prime minister, heed- 
ing popular appeals, lobbied on Fahey’s 
behalf. The extradition request was 
dropped. But no pardon was granted. In 
1961, the FB1 was still spying on him. Grig- 
ware-Fahey would have made a fine obitu- 
ary. But his death in 1977, aged 91, went 
largely unnoticed: a sad exit for a former 
mayor, but a good one for a fugitive. m 
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Thomas Bernhard 
The grinch who 
stole Austria 


EDINBURGH 


A satirical masterpiece staged by 
Vienna’s Burgtheater 


F THE many attractions at the Edin- 
burgh festival this year, a chance to 
see Vienna’s Burgtheater was among the 
most hotly awaited. This was a rare foreign 
outing by a company that until recently 


toured little, and the first modern appear- 


ance by the Burg in Britain ever. It showed 
two plays, Chekhov’s “Seagull” in a subtle, 
dark production by Luc Bondy, and a less 
well-known piece, a stage adaptation of 
“Alte Meister” (Old Masters), the last novel 
by Thomas Bernhard (1931-89), who was 
post-war Austria’s most renowned and 
controversial writer. 

Founded in 1741 as the theatre of the 
imperial court, the Burg survived, in 
Viennese fashion, numerous political up- 
heavals, and is now an institution. It is, in 
effect, the national theatre of Austria and a 
representative of | German-speaking 
drama generally, though its outlook is to- 
tally international, according to its direc- 
tor, Klaus Bachler. The Burg is Europe’s 
largest stage company, with more than 120 
actors and a staff of 600. All but 10% of its 
income comes from the state in a yearly 
subsidy of about $50m. Despite this, Mr 
Bachler stresses that the Austrian govern- 
ment never interferes or tells the Burg 
what to do or not do. “Alte Meister” was a 
convincing demonstration of its artistic 
freedom: Austria, we are told in the play, 
has been living a lie for centuries, and is 
now the worst state in the world. 

From his youth, the author of these 





Product placement in books 


Homer did it first 


EPORTS that Bulgari, an Italian jewel- 

lery company, has paid a British au- 
thor, Fay Weldon, “an undisclosed sum” 
to write a promotional novel, “The Bul- 
gari Connection”, have provoked end-of- 
summer laughter and tut-tutting. But 
what is new here? Homer is full of pro- 
duct placements: songs by the Sirens, 
shields by Hephaestus of Olympia, 
shahtoush woven from Cyclopean wool, 
not to mention Circe’s drugstore on 
Aeaea. So is the Bible, from Noah’s ark 
and Joseph's coat to the food delivery 
that catered the marriage at Canaa. 
Dante plugged the Prada of his day, a 
louche handbag maker called Guglielmo 


challenging words was often ill. His musi- 
cal ear, astonishing verbal energy and bril- 
liant comic imagination were combined 
with an almost reckless loathing of con- 
temporary Austria, and of Vienna in par- 
ticular. In Bernhard’s late novels and 
plays, his compatriots are excoriated for all 
manner of complacent bad taste and hy- 
pocrisy, not least for failing to face up to 
their country’s Nazi past. He lived just long 
enough to see Kurt Waldheim, an ex-Wehr- 
macht officer dogged by Holocaust accusa- 
tions, elected president of Austria. What 
further bile the electoral breakthrough of 
Jörg Haider, a far-right populist, would 
have released in Bernhard is hard to imag- 
ine. He left a famous will forbidding publi- 
cation or performance of his works within 
the Austrian republic, and though this was 
more a stroke of posthumous self-promo- 


Heard the one about the four Viennese at the theatre? 


The Economist September 8th 2001 


Borsiere. Shakespeare is littered with ge- 
nerics including Arabian medical gum, 
Dover samphire and Malmsey wine. 
Goethe’s “Faust” made poodles schick, 
and Jane Austen in “Mansfield Park” 
pumped the designer gardens of Hum- 
phrey Repton. Herman Melville’s “Moby 
Dick” did Nantucket theme holidays a 
lasting favour, and Henry James nakedly 
promoted the antique dealers of Edwar- 
dian London's sinister Knightsbridge in 
“The Golden Bowl”. The record doesn’t 
show what “undisclosed sums” any of 
these authors got. But all of them will 
have contributed to the world’s growing 
fever of consumerist envy. 


tion than an enforceable legal instrument 
(ithas since been superseded), it reinforced 
a widespread image of Bernhard as princi- 
pally an Austria hater, a sort of unhinged 
super-patriot in reverse. 

That image could hardly be more mis- 
taken. Bernhard’s writing was indeed 
rooted in a time and a place, but there was .« 
nothing in the least provincial about his 
misanthropy. Bernhard’s grumpy, over- 
demanding refusal to be reconciled with 
common humanity and its daily concerns 
did not stop at Austria’s borders. In Bern- 
hard’s imaginative universe, everyone 
whatever their passport was a potential 
dupe ora let-down. The results at their best 
soared with inventive abandon. 

In the novel “Alte Meister”, the chief 
characters are Reger, a retired music critic, 
who sits in Vienna’s main art museum 
each day, complaining ruefully and relent- 
lessly about Vienna and Austria, music 
and philosophy, art and humanity; Reger’s 
friend and possible biographer; and Irr- 
sigler, a gallery guard serving as an ordin- 
ary-man chorus. Part of what makes the 
novel work is Bernhard’s skill—he was a 
wonderful dramatist, too—at leavening 
Reger’'s comic diatribes with the com- 
ments and asides of the others. In the stage 
version, this rich material is thinned out 
and delivered by several actors posturing 
like grotesque and frantic clowns in a man- 
ner that, alas, does not entirely succeed. 

Stephan Miller, who is Swiss and who 
with Claudia Hamm adapted and directed 4 
“Alte Meister”, believes that it succeeded 
in Vienna because the Austrians like to be 
insulted. Mr Bachler thinks rather that 
since his death Bernhard has been trans- 
formed from provocateur to national clas- 
sic, and, like the fool in a medieval court, is 
now granted freedom to reveal harsh 
truths by extreme exaggeration. = 


Christiaan Barnard 





Christiaan Barnard, heart surgeon and celebrity, died on September 2nd, aged 78 


T WAS a decent enough lifespan, 78 

years, but Christiaan Barnard had, it 
seems, planned to live much longer. In his 
search for an elixir he injected himself 
with cells taken from the fetuses of ani- 
mals. “It’s worth a try,” he said. Ageing, he 
maintained, was abnormal. He was in- 
volved with a clinic in Austria that offered 
“rejuvenation therapy”. He endorsed a 
skin cream that contained an ingredient 
said to have prolonged the lives of fruit 
flies but which was withdrawn from sale 
after customers complained that it was not 
working for them. 

At Dr Barnard’s lectures, for which he 
charged up to $10,000 a time, his listeners 
would sometimes become a little impa- 
tient when he dwelt at length on his ex- 
periences as a heart surgeon; they were 
keen to know what progress he was mak- 
ing on longevity. Heart transplants are no 
one’s idea of fun, but most people are in- 
terested in a few tips about how to put off 
the trip to heaven. 

Relax, take a holiday, put away your 
mobile phone, drink red wine. But that 
was not all, said the doctor, in case his lis- 
teners felt they were not getting their 
money’s worth. Sex, he said, was the 
magic ingredient, preferably with ro- 
mance, “the most beautiful, healthiest and 
most pleasurable way” to keep fit. It 


cheered up the audience, even though the 
advice was not new. Dr Barnard had prac- 
tised romantic sex ever since he had be- 
come famous after performing the world’s 
first human heart transplant in 1967. 

To the delight of newspapers, espe- 
cially in America and Europe, the wonder 
surgeon was wonderfully photogenic, and 
had kept his boyish good looks into his 
40s. He had a good line in chat too and 
seemed to love publicity. In the entertain- 
ment business women especially, Sophia 
Loren, Gina Lollabrigida and others, recog- 
nised a soulmate. Paris Match said he was 
one of the world’s great lovers. Our picture 
is of him with Grace Kelly in 1968. At the 
age of 48 he dumped his wife of 22 years 
and married a teenager. He was married 
once more. He had six children. “I have a 
woman in my life at all times,” he said. But 
although immortality by way of sex 
eluded Dr Barnard, there were compensa- 
tions. As a heart surgeon he did memora- 
ble work, although even here there are res- 
ervations to be made. 


American restraints 

Christiaan Barnard learnt about heart sur- 
gery in the United States, chiefly at the Uni- 
versity of Minnesota, after working for ten 
years mainly in general practice in his na- 
tive South Africa. Whatever ambitions 


American surgeons may have had to re- 
place a failing heart with a healthy one, the 
medical ethics prevailing at the time were 
against using the heart of someone who 
was brain dead while the heart was still 
functioning, albeit artificially. Back in 
South Africa Dr Barnard joined the heart 
department of Groote Schuur Hospital in 
Cape Town and eventually headed a team 
of 30. “We didn’t have the legal restraints 
that existed in the United States,” he re- 
called. In 1967, after nine years of experi- 
ments, mainly on dogs, Dr Barnard and his 
team removed the heart from a young 
woman brain dead after a car accident and 
used it to replace the wonky heart of a 55- 
year-old grocer. The substitute heart 
started to beat vigorously and the opera- 
tion was deemed a success. The patient 
died 18 days later of pneumonia. Large 
doses of drugs designed to prevent the 
heart being rejected had left him open to 
infection. Dr Barnard’s second transplant 
patient lived for 18 months after the opera- 
tion. His longest-surviving patient lived 
with a substituted heart for 23 years. 

Dr Barnard carried out 75 transplants 
before giving up surgery in the 1980s be- 
cause of arthritis. An estimated 100,000 
heart transplant operations have so far 
been carried out in various countries. In 
the United States it is claimed that 75% of 
patients can expect to live for at least five 
years after the operation. What Dr Barnard 
did was to show the way. Other heart sur- 
geons, suppressing their irritation about 
his love of fame, have been generous in 
their praise for his courage in confronting 
the question of brain death. Today it is ac- 
cepted in many countries that brain dead 
means dead, although in Japan there were 
no heart transplant operations for 31 years 
after a surgeon who carried out the opera- 
tion in 1968 was accused of murder. Many 
Japanese take the view that a person is 
alive while the heart is beating, and the 
country’s law on the subject of brain death 
remains cloudy. 

Dr Barnard dismissed what he called 
the mystique of the heart. The object of de- 
sire in poetry since humans acquired 
words was simply a primitive pump. One 
of the doctor’s charms was his simple di- 
rectness, perhaps acquired from his father, 
a missionary who drew big crowds as a 
preacher. Dr Barnard’s openness amused 
the glamorous, but it also made him re- 
spected in his own world in racial South 
Africa, where he had to make choices. 
They tended to be good ones. He cam- 
paigned for black doctors to have equal 
pay with whites. He employed non-white 
nurses to treat white patients. He operated 
on blacks and whites according to their 
needs. An American he operated on said 
he hoped he had been given a white heart. 
Dr Barnard said he could not say. You 
couldn’t tell the difference. 
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The University of Chicago Graduate School of Business | Europe 








Worldwide campuses. 
World-renowned faculty. 
World-class M.B.A. degree. 


of opportunity. 


Limitless, lifelong opportunity awaits you when you attend the University of 








Chicago Graduate School of Business, and now you can do so from anywhere 


in the world while you work. 


The Chicago GSB Executive M.B.A. Program Europe spreads 16 weeks of class 
sessions over 20 months so you can earn this renowned degree without leaving 
your job or relocating. Experience international business firsthand at the only 
top-ranked graduate school with campuses worldwide. Base your studies in 
Barcelona; then participate in high-level exchange with executives at our Chicago 
and Singapore campuses. Learn not just the business theories of today but the 
business framework of tomorrow from the most aeclaimed faculty in the world. 
Establish a global network of accomplished peers. And benefit for the rest of 
your life from the leadership training. the thinking. the relationships that 
become yours at Chicago GSB. 


If you are a top-level manager seeking an unparalleled general management 
education, apply to the Chicago GSB Executive M.B.A. Program Europe. 
And be among those who shape the future. 


The University of Chicago Graduate School of Business 
Where world-class leaders emerge. 


Chicago GSB Executive M.B.A. Program | Europe 
http://gsb.uchicago.edu/execMBAeurope 

email barcelona.inquiries@gsb.uchicago.edu 
telephone +34. 93 505 2154 


The Economist September 8th 2001 








Courses 


London 
Business 


Enrol as a manager, School 
emerge as a leader. 





Accelerated "Quite simply one of the most enjoyable, challenging and rewarding experiences 
Development Programme I have had. The highest quality with excellent delivery” 
Make the transition to Joss Maruieson, VBM MANAGER, Group SrratTEGY & PLANNING, BARCLAYS BANK PLC, UK. 


general management. me f s i i : a 
"An exciting and challenging environment in which to develop and experiment with 


Four-week programmes new ideas. The balance between theory and practical application is very effective.” 


ov 2 
+- 30 Nov 2001 Marco Caremi, DIRECTOR oF Business DEVELOPMENT, SCHWARZ PHARMA S.p.A., ITALY. 
16 June — 12 July 2002 


17 Nov - 13 Dec 2002 You are a motivated, ambitious and high-achieving functional manager about to make the 





transition into general management. You want to build on your current business knowledge 


2x Two-week modules to enable you to take a broader and more strategic approach to management. The 


E preg Accelerated Development Programme is designed to prepare today’s managers to be 
wy QO (moduie 
guu a Š tomorrow's leaders and will accelerate your development by: 

2 — 14 Dec 2001 


(module 2) 






e strengthening your people skills so that you have a greater ability to inspire and motivate 
3-15 March 2002 (module 1) 
21 April — 3 May 2002 (module 2) 


e broadening your technical knowledge to encompass finance and accounting, marketing, 
operations and information management 





| - 13 Sept 2002 (module 1) ə developing your strategic perspective to ensure you are able to provide your team with a 
27 Oct-8 Nov 2002 (module 2) | clear vision. 


At the end of four intensive weeks you will have a personal network of 
international contacts and the necessary knowledge, skills and confidence 
to make significant advances in your career. 


Today’s 
Manager 


Tomorrow's executive education 
Leader Contact: Karen Nisbett, Client Services 


Regent's Park 

London, NW1 4SA, UK 

Tel; +44 (0)20 7706 6835 
Fax: +44 (0)20 7724 6051 
email: execinfo@london.edu 


www.london.edu/execed/adp/ 
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[ESCP-EAP MBA] 


INTERNATIONAL 
MBA IN Paris 






Entirely in English, the ESCP-EAP MBA in Paris 
s an unusually multicultural experience, with over 
20 nationalities on the student body and faculty 


















Designed for experienced participants, it combines 
core Courses in Pans with a wide range of electives and 
international seminars 

ESCP-EAP MBAs lead to senior positions world-wide: join 
the network of 19,000 ESCP-EAP graduates in 65 countries 


EQUIS and AMBA accredited. 
Next Session — January 2002 


Contact MBA Admissions: mba@escp-eap.net 


+33 1 4923 2759 - 79 avenue de la République — 75011 Paris 


“e SCp-eap.net 
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Learn everywhere. Manage anywhere. 
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Part-time doctorate for MBA graduates 
- invent the future of management 


For information Telephone: 


+44 (0)1274 234321 


email mba@bradtord.ac.uk 
För Open Day information 


Telephone: +44 (0)1274 234374 
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School of Management 








seize the moment 
take op the chailenge 


www. bradford.ac_uk/management ` 
EMM LANE BRADFORD BD9 4JL 


WHY CHOOSE BETWEEN A EUROPEAN AND 
AN AMERICAN MBA? IMM GIVES YOU BOTH! 


www.mostinternationalmba.com 


IMM, the International Master’s in Management, is a joint 
venture of four top schools: Purdue University, USA; Tilburg 
University, The Netherlands; Budapest University of Economic 
Sciences and Public Administration, Hungary; and ESCP-EAP, 
Pans. 


IMM represents the most international executive MBA 

Indeed, every aspect of the program is international: participants, 
campuses, faculty, curriculum, and degrees. It is designed to 
accommodate the needs of executives with demanding schedules. 
Participants attend six two-week residencies interspersed over a 
two-year period, with state-of-the-art Internet support year-round 
The residencies rotate among the campuses of the four schools. 


This distinctive, cross-cultural program leads to both an American 
MBA degree (Purdue) and a European MBA degree (Tilburg, 
Budapest or ESCP-EAP) 


THE NEXT PROGRAM STARTS JANUARY 2002 


Purdue 
+1 765 494 77 00 


Tilburg 


How can you become one of the 60 international professionals to 
join the next IMM entering class? Visit our website and discover the 
international meaning of success 


+31 13 466 86 00 


Budapest 
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ESCP-EAP 
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Lead your organization 
into the digital age 


Strategies for the Internet Economy: 
The CEO's Perspective 


The Internet has become an inherent part of the business marketplace. 
In today's fast-moving environment, business leaders cannot afford to 
ignore the impact of the Internet Economy, nor can they compete 
effectively without recognizing and tackling the new strategic 
challenges it presents. 


Strategies for the Internet Economy: 


The CEO's Perspective brings you together with a select group of high 
caliber managers and draws upon the groups own experiences, 
addressing these challenges head on. 


After the three days, you will have a clear understanding of what the 
Internet Economy means for your organization, from a strategic rather 
than technical point of view. You will bring back effective strategies, 
action plans and techniques that can be implemented immediately, 
reaching new customers and markets, while minimizing your costs. 


Discover: 


What makes the Digital Economy different 

Evaluating Internet-based demand 

Competitive positioning of e-offerings 

Estimating returns on Internet investments 

Budget and resource allocation in the Digital Economy 


Enrichment through Diversity 


Europe Campus Asia Campus 
execed.europe@insead.edu execed.asia@insead.edu 
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Institute of Finance 


BUSINESS SCHOOL 





In cooperation with the faculty of 


INSEAD 


Foundations 
of Finance 


(November | - 23, 2001) 





Uu- 


Take control of your career with an MBA from one of 
London’s leading Business Schools 


@ Part-time - one weekend a month 


A compressed version of the financial core of an 
MBA, this three-week course covers the following: 


— Financial Analysis, Capital Budgeting © Part-time - two evenings a week 
and Financial Markets @ Full-time 
— Valuation, Capital Structure and Derivatives Courses start in September and February 


— Equity and Debt Financing 
Tel: 020 8547 7120 _ business.kingston.ac.uk 


For information, please visit our Web site or contact us directly. 


y | N G S T 0 N 
AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands E3 KI 
telephone: +31-20-5200160 - fax: +31-20-5200161 A A Sa ` 
= ta 


UNIVERSITY. 


e-mail: info@aif.nl - internet: www.aif.nl 





Venice International University (V. 1. U.) N The University of Reading =a 
INTERNATIONAL CENTER OF ECONOMICS AND FINANCE D 


i EMYN THE BUSINESS SCHOOL 
Master's Program in Economics and Finance FOR FINANCIAL MARKETS 
January-July 2002 


Applications are invited for a Master's Program to be held on the island of San Innovative programmes for 
Servolo, Venice, on the international campus of VLU. those seeking careers in the 


The program is aimed at young graduates who wish to specialize in the theory global financial markets: 


and management of financial markets in an international context, as well as 


young professionals at the beginning of their career in the financial services MSc | te ti | Secu ities, 
sector of the economy. nterna ona r . 

3 Investment and Banking 
Courses 


7 
Quantitative Methods tor Economics, Economics of Uncertainty, International MSc Risk Management, 


Economics, Corporate Finance, Financial Markets, Quantitative Methods for . 
Operations and Regulation 


Finance, Financial Institutions, Analysis and Prediction of Financial Data, 
International Finance, Risk Management 


MSc Financial Engineeri 
and Quantitative Analysis 


Course-work will be integrated by tutorial activities, 
Fees 


12 million Lira (plus 20% VAT) for the entire program. Students admitted to the 
Program may apply for reduced fees which will be offered on a competitive basis 


Application deadline: October 15, 2001 Visit our website for further details: 
www.ismacentre.rdg.ac.uk 


For further details and application form, please contact : 


Venice International University 
International Center of Economics and Finance The University of 


Reape Reading 

isola di San Servolo rà 
30100 Venice-Italy ISMA Centre * Whiteknights 
‘Tel.439 041 2719 530 PO Box 242 - Reading RG6 6BA - UK 
Fux+39 O41 2719 510 Tel: +44 (0)118 931 8239 
e-mail: icef@ viul.viu.unive.it Fax: +44 (0)118 931 4741 


http://www.viuunive.ivicet Email: admin @ismacentre.rdg.ac.uk 
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Courses 


BBA/ MBA 


to make appropriate enquiries and 
take appropriate advice before 
sending money, incurring any 
expense or entering into a binding 
commitment in relation to an 
advertisement. The Economist 
Newspaper Limited shall not be 
liable to any person for loss or 
damage incurred or suffered as a 
result of his/her accepting or 
offering to accept an invitation 
contained in any advertisement in 
the Economist. 


From a Nationally Accredited 
American University 
Listed by the US Dept. of Education 
By distance learning 
-No classes 
-No Semesters 
Start any day of the year 
-Online student support 
US call - 1-800-801-5980 
www.azaliah.net 
Azaliah University 


Albuquerque, New Mexico USA 


UNIVERSITY DEGREE 


For Life, Work and Academic Expenence 
Degrees for peopie who want to be more effective 
and secure in their Jobs or Professions. 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your r 
life and work experience. University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken. 
Not Accredited by an agency recognized by the U.S, Secretary of Education. 
Our graduates are recognized for their achievements in business and industry. . 
We will assist you in completing your degree requirements at your own pace 
through home study. 


$ 1976 Send/fax detailed resume for a BETO ey i aE NRE LR 


24,000 Pacific Western University 
Alumni 1210 Auahi Street, Dept. 137, Honolulu, HI 96814-4922, (808) 597-1909 
Worldwide USA CALL: (800) 423-3244, ext. O UK: 0800-960-413, ext. 0 
Fax: (310) 446-5288 e-mail: admissions@pwu-hi.edu http://www.pwu-hi.eduu 


COLUMBIA UNIVERSITY aad the Cx ie 
Joint Japan/World Bank Kang 
Graduate Scholarship Program SZ 


Announce the ninth year of the Program in Economic Policy Management for graduate 
training in the theory and practice of economic policy making. This program is designed 
to provide policy makers and professionals of demonstrated achievement and superior 
promise with the skills required to design and implement economic policy effectively, with 
a strong emphasis on the policy issues faced by developing and formerly socialist 
economies. Located in New York City, the Program draws upon the resources of this 
international center of commerce and finance. Since its inception, students from more than 
100 countries have received their degrees 








The Program is relatively brief —14 months— to accommodate the demands of promising 
mid-career policy makers, and it culminates in a master's degree in public administration 
from Columbia University. The academic component of the Program lasts a year and is a 
cooperative endeavor of Columbia University’s Schoo! of international and Public Affairs, 
Graduate School of Business, and Department of Economics, under the leadership of the 
Department of Economics. The students also complete a full-time, three-month internship, 
which provides the opportunity to apply skills acquired in the Program. The World Bank 
assists the Program by providing full financial support for 15 students, contributing guest 
lecturers to courses in the Program, and offering student internships. 


The 2002—2003 Program begins in July of 2002. Applications to the Program should be 
received by January 1, 2002. 


For application forms and additional information, please contact: Professor Francisco 
Rivera-Batiz, Director, Program in Economic Policy Management, Columbia 
University, 1034 International Affairs Building, Mail Code 3332, 420 West 118th Street, 
New York, NY 10027 (USA); 01-212-854-6982 (telephone), 01-212-854-5935 (fax), 
pepm@columbia.edu (e-mail) 

Or visit our Web site at: http://www.columbia.edu/cu/sipa/PEPM 


Columbia University is an affirmative action/equal opportunity institution 
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University 


e R The United Nations 
<> 


WIDER 


World Institute for Development Economics Research 
Helsinki, Finland 


The World Institute for Development Economics Research of the 
United Nations University undertakes policy-oriented research in 
the field of development and transitional economics, organizes 
postgraduate training on selected topics and promotes the 
dissemination of research findings. 


The 2002-03 research programme will encompass 10-15 research 
projects focussing on topics such as inequality and poverty, trade, 
globalization, finance and migration. 


To help us achieve these goals, we are now seeking to make two 
additional senior appointments. 


Deputy Director 
circa US$110 K gross + benefits 


Collaborating closely with the Institute’s Director, you will be 

responsible for: 

* Assisting in the strategic development, implementation and 
overall management of the Institute's activities and research 
programme 

¢ Direct management and leadership of research teams 

¢ Developing and implementing high quality teaching/training 
courses at postgraduate level. 

You will have a PhD (or equivalent) in development economics, 

economics, or a related discipline, a strong record of publications, 

and experience in the effective management and co-ordination of 
research programmes in academic, research or other institutions. 


Senior Research Fellow 
circa US$97 K gross + benefits 


The duties of a Senior Research Fellow include: 

¢ Directing one or more research projects 

. Assisting in the overall management of the research programme 

¢ Contributing to the Institutes teaching and publications 
programme 

You will have a PhD (or equivalent) in development economics, 

economics, or a related discipline, an established record of 

publications, and at least 10 years research experience, 


For both positions, the ability to work harmoniously in a 
multicultural environment and fluency in English are essential. 
Successful candidates will be offered an initial two-year 
appointment with the possibility of extension. UNU particularly 
encourages applications from suitably qualified women candidates. 


Applications, including full curriculum vitae and the names of 
three referees should be received by 31 October 2001 at the 
following address: 


Director 

UNU/WIDER 

Katajanokanlaituri 6B 

FIN-00160 Helsinki 

FINLAND 

Fax: +358-9-615-99333, E-Mail: jobs @wider.unu.edu 


Please refer to the vacancies section of the WIDER homepage 
http://www, wider.unu.edu for further details. 
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Z ARSE RVE 
BANK 


OF BREW ZEA K A WO 


Manager - Foreign Reserves 


Interested in leading a team managing and trading New Zealand’s foreign reserves? Interested in applying your 
practical understanding of markets in a policy context? Interested in working in an innovative and flexible 


central bank? 
We'd be interested in hearing from you by 14 September 2001. 


For full details, see the advertisement on our website: www.rbnz.govt.nz 


Department for 
International 


Development 





Fulfilling Britain’s commitment to Roa at E haan 


Today, the state owned enterprise (SOE) sector in Vietnam is 
made up of some 5,800 enterprises — before rationalisation in 
1992 the figure stood at 12,000. 


The sector has been through subsequent reforms, including 
equitisation — however in 1997, 60% of SOEs were losing money. 
This had significant implications, including a failure to repay 
loans, which has threatened the stability of the banking system. 
In turn, the Government has embarked on another round 

of comprehensive reforms — as part of a wider structural 

reform programme. 


This job would be based in the World Bank's office in Hanoi - 
over the three years during which the reform programme targets 
are due to be achieved. You would report to the World Bank's 
Country Sector Co-ordinator for Private Sector Development — 
and on a day-to-day basis, you would work with the World Bank's 
Chief Economist in Vietnam. 


Much of your time will be spent on technical assistance grants - 
as well as helping the World Bank’s SOE reform team with 
monitoring and trouble-shooting the implementation of the 
reform programme. In turn, you will maintain a strong 
relationship with government agencies, provide advice to 
government, help gather information and assess the SOE 

sector performance. 





REFORM SPECIALIST — 
STATE OWNED ENTERPRISE 


VIETNAM 


QUALIFICATIONS AND EXPERIENCE 


You must bring at least eight years’ experience, with a track 
record of design, preparation and implementation for SOE 
privatisation. A hands-on background of managing projects in a 
developing country is vital, including field-based experience of 
providing policy advice to governments. A strong leader, 
especially of cross-cultural teams, you must bring credibility, a 
balanced approach, strong analytical, interpersonal and 
facilitation skills and an innovative approach. A Master’s degree in 
Business Administration, Economics or equivalent is vital. 


TERMS OF APPOINTMENT 


The post will be a three year fixed-term Home Civil Service 
appointment and is subject to a probationary period. The salary 
will be in the range £37,434 - £58,514 per annum, dependent on 
qualifications and experience (UK taxable). Additional allowances 
may also be payable. 

Candidates should either be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens or those 
granted refugee status as defined by the 1951 UN Convention 

on Refugees. 


Closing date: 24th September 2001. 


Application forms can be obtained, quoting reference AH375/5/AM/TE clearly on your envelope, from Department for 
International Development, Abercrombie House, Room AH375/5, Eaglesham Road, East Kilbride G75 8EA or telephone 
01355 843597 (answerphone) or e-mail: group5a1 @dfid.gov.uk http://www.dfid.gov.uk 


the Department for 
International Development 
(DHD) is the UK's government 
department responsible 

lor promoting development 
and the reduction of poverty. 
DFID is committed to the 


internationally agreed target of 


halving the proportion of 


people living in extreme 
poverty by 2015. 

DFID works in partnership 
with governments, 
international and national 
non-governmental 
organisations, thte private 
sector and institutions such as 
the World Bank, UN agencies 


and the European 
Commission. Most of the 
assistance is concentrated on 
the poorest countries in Asia 
and sub-Saharan Africa, but we 
also work elsewhere, including 
Latin America and in Central 
and Eastern Europe. 


DFID is committed to a policy 
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of equal opportunities and 
encourages applications from 
all parts of the community. 

We would particularly 
welcome applications from, 
women, people from an ethnic 
minority background and 
disabled people. Selection is 
on merit. 
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Economic Adviser 


Analysis Division 


£42,000 to £48,500 (more may be available for an exceptional candidate) 


HM Customs & Excise brings in around 40 per cent of central 
government tax receipts, as well as being a front-line organisation 
responsible for protecting society against illicit drugs, firearms and 
paedophile material. 


Analysis Division is responsible for providing economic advice and 
analysis on all indirect taxes and works closely with HM Treasury 
in contributing to the indirect tax side of the Chancellor's Budget 
and Pre-Budget Report. 


This includes forecasting and monitoring revenues, advice on the 
revenue, distributional and efficiency impacts of Budget measures 
and the development of new taxes. 


We are seeking to recruit an experienced economist with a 
developed knowledge of econometrics to lead a team responsible 
for forecasting indirect tax receipts including VAT, alcohol, tobacco 
and hydrocarbon oil duties as well as some other smaller taxes 
and duties. The forecasts are based on econometric models which 
you will be responsible for maintaining, developing and re-estimating. 
In addition, you will be expected to lead the expansion of our work 
on the distributional effects of proposed Budget measures. 


Principal & Vice-Chancellor 


McGill University 


You will need to have a minimum of a 2:1 degree in Economics; 
strong economic and analytical skills in general; practical 
experience of applying econometrics, in particular the 
econometrics of non-stationary time series including cointegration 
analysis; good written and oral communication skills including the 
ability to present complex economic analysis in a non-technical 
way; good interpersonal skills and the ability to work collaboratively 
to influence colleagues; good management skills and the ability to 
manage, motivate and develop your team. 

Further details are available by contacting 
Tim.Andrews@hmce.gov.uk or on 020 7865 5038. 

Applicants should send their curriculum vitae 

before 12 October 2001 to Tim Andrews, ch 
New Kings Beam House, 22 Upper Ground, Pt ae 


London SE1 9PJ. } 4 


HM Customs & Excise is an 
Equal Opportunities Employer 
HM Customs and Excise 


McGill University is a 181-year-old institution whose global reputation for academic and research excellence across a 
wide ranging number of faculties distinguishes it as Canada’s most international university. It has over 28,000 students, 
7,500 staff, 170,000 alumni and an annual operating budget of approximately C$650 million. 


Known internationally as one of the world’s leading universities, it is located in Montreal, one of the most cosmopolitan 
cities in North America. At a time when the nature, role and mission of universities are undergoing fundamental 
re-examination, the position has all of the financial, academic, faculty, student and administrative challenges one 


could hope or expect to find. 


This appointment, which will take effect summer 2002, is ideally suited to a highly respected academic, accomplished 
in both research and teaching, with outstanding leadership credentials and capabilities. Candidates must also be profi- 
cient in French or able to become so quickly and be capable of capitalizing upon the unique characteristics of the 


environment in which McGill exists. 


Applications, which will be treated in strict confidence, should be directed to: 


J. Robert Swidler, Managing Partner for Canada 
Egon Zehnder International Inc. 


1 Place Ville-Marie, Suite 3310, Montreal, Quebec H3B 3N2 


Tel.: (514) 876-4249; Fax: (514) 866-0853 
E-mail: ezimontreal@ezi.net 


McGill University is committed to equity in employment. 
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If you enjoy a fast paced environment and the challenges of a rewarding 
career, come participate in a tremendous opportunity 


Renowned cellular and fixed operator based in African countries is currently seeking, 
experienced, dynamic, forward thinking leader to join its winning team as 


Managing Director. 


You will be responsible for all phases of a country operation in a competitive 
environment and will manage a substantial team of approx. 1000 employees. 
Reporting to the board of Directors, you will determine the strategic direction, 
development and performance of the business, making a substantial contribution to 
a rapidly developing operation at a critical stage. You have a relevant University 
degree, but more than an education, we are looking for a person with management 
abilities and proven pertinent experience of at least 5 years in a leading position. 


Two to three years working experience outside your country in an entirely different 
environment is a must. You are a proven leader with a pragmatic management style, 
yet disciplined to ensure company objectives are met. You have strong marketing and 
commercial skills with a strategic overview. The high-tech world appeals to you, yet 
you are not necessarily a telecom oriented person. You are a strong communicator 
and astute negotiator, able to influence at all levels and effectively in a cross-cultural 
environment. 


Fluency in English is mandatory. 
You are willing to accept a minimum 2 years renewable contract. 
Familiarity with working in Sub-Saharan African countries as well as experience with 
an operator (Telecom, IT Media, ISP) and with privatization of a public company are 
considered to be an advantage. 

Attractive Expatriate Package 
For confidential consideration, interested candidates who fulfill the above 


requirements should submit their detailed curriculum vitae and cover letter to 
the following e-mail address: 


hr@inti-mgmt.net 


Only applicants under strong consideration will be contacted. Applicants may 
be submitted to various written or oral tests. 








Refugee Coordinator 
Based in London £30,273 pa 


Amnesty international (Al) seeks a Refugee Coordinator to lead our work on behalf of refugees 


and asylum-seekers. You will be the principal legal and policy adviser, taking the lead in 
developing strategies, plans and actions involving Al's staff and membership. You will advise 
on international standards, protection issues and individual cases; draft statements, reports 
and guidelines; participate in the development of training programs; represent Al 
internationally and to the media, and coordinate contacts with other organisations. 

The ability to effectively manage a small team is essential. Reference: RMP/01/3. 


Refugee Officer 
Based in Geneva £25,683 pa 


We are also seeking a Refugee Officer, to contribute to our work on behalf of refugees 
and asylum seekers. Reporting to the Refugee Coordinator, you will initiate and implement 
lobbying, campaigning and outreach strategies, advise on legal and policy matters and 
contribute to the development of strategies and actions. You will draft and edit documents, 
liaise with other organisations and represent Al in international meetings, in field missions 
and to the media. Reference: RMP/01/4. 


Both refugee posts require an in-depth knowledge of international refugee law and 
understanding of international refugee protection issues and actors, excellent analytical, 
communication and representational skills and a sensitivity to different cultures and 
backgrounds, Fluent English is essential and knowledge of other languages is an asset. 
French would be particularly useful for the Refugee Officer based in Geneva. 


The closing date for both posts is 26 September 2001. Interviews will be held in the 
week commencing 22 October 2001. Relocation package is available. 


For further information, please visit our website at www.amnesty.org/aboutai/jobs, 
or send a stamped A4 SAE quoting the above reference to the Human Resources 
Program, Amnesty International, 1 Easton Street, London WC1X ODW. 


The International Secretariat of 
Amnesty International actively promotes 
cultural diversity and Equal Opportunities 


amnesty - 
international < 


















Consulting companies use CuriCon to identify experts for 
international project assignments — but do we have your CV? 


If not, go: www.curicon.com or send your CV to curicon@curicon.com. 

We are looking for experts within all fields of expertise e.g.: Agriculture, 
environment, finance, infrastructure, social, public sector, project evaluation. 
CuriCon is an independent company specialised in identifying experts for 
development projects worldwide. 


Ravnholtvej 145 * $310 Tranbjerg - Denmark . Tel.: +45 86 29 00 99 - Fax: +45 86 72 09 78 





DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
$100K+ annual salary, we can be the answer to your next jump on the 
ladder of success. Resume Broadcast International assists you in 
your professional search with the personal contact necessary for 
success from start to finish 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (619) 224-9257, 
Fax: (619) 224-9268 or E-mail: 102224.3306 @ compuserve.com 


Resume Broadcast International 
P.O. Box 6930, San Diego, Califomia 92166, USA. 
Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @ compuserve.com 


ant D 
Broadcast t 
International 









COLLEGE 
TREASURER 


Amherst College is seeking candidates for the position of Treasurer. As the 
Chief Financial Officer of the College, the Treasurer is responsible for 
working with the College's senior administration and Trustees to develop 
and implement a financial strategic vision for the College, for financial 
planning and budgeting, and for overseeing the College's operations. 
Additionally, the Treasurer oversees financial operations for the Folger 
Shakespeare Library in Washington, D.C. The Treasurer actively manages 
the billion dollar Endowment Funds of the College and Folger Library as 
well as other funds in conjunction with the Trustees and a diverse array of 
investment advisors, Departments reporting directly to the Treasurer are 
Comptroller, Dining Services, Facilities Planning and Management, 
Human Resources, Office of Administrative Services and Rental Housing. 


The Treasurer reports to the President and, as a senior member of his staff, 
works with other senior administrators. He/she provides staff support to 
several committees of the Board of Trustees and works closely with the 
Trustees and all other constituencies of the College, professional 
associations and agencies, and individuals in the local community. 


The successful candidate will have an understanding of and a 
commitment to the central intellectual mission of a selective 
undergraduate college; a record of successful managerial and financial 
leadership; experience in a broad range of complex financial and 
investment matters; and a proven ability to communicate with and be a 
leader among a broad array of constituencies inside and outside of a multi- 
faceted institution, including the Five-College, Inc. consortium of which 
Amherst College is a member. 


Nominations and applications, including a current curriculum vitae and 
the names and addresses of three references, should be sent to: Treasurer's 
Search Committee, Office of the President, Amherst College, PO Box 
5000, Amherst, MA 01002-5000. A review of applications will begin 
October 25, 2001 and continue until the position is filled. 


Amherst College is an Equal Opportunity/Affirmative Action employer and 
encourages women, minorities and persons with disabilities to apply. 
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f 
| Ness International Grains Council 
Economist 


The international Grains Council, an intergovernmental organisation based in London, 
invites applications for the position of Economist. 


The Council's Secretariat administers the Grains Trade Convention and Food Aid 
Convention. Its activities are predominantly focused on providing an independent 
source of information and analyses of world grain market developments, for 

| dissemination to its member governments and subscribers. The Council monitors 
changes in national grain policies and their market implications as well as conducting 
periodic surveys covering various aspects of the grain industry. Through regular 

_ conferences and other activities, the IGC fosters closer ties between governments 
and the private sector. It also cooperates with other international organisations, 
including FAO, OECD, WFP and WTO. 


Within a small multinational team, the successful candidate will be expected to take 
an active role in the analysis and monitoring of the global grain economy and make 
a strong contribution to its various publications and information services. He or she 
will also assist with servicing meetings of the Council and its committees, as well as 
contributing to the organisation of various IGC events. Maintaining and expanding 
contacts with officials and experts from member Governments and other organisations 
will be an important aspect of the work. 


Required is a good degree in economics or a related discipline and several years 
experience in a relevant field, preferably involving agricultural and trade issues. Fluency 
in English and excellent drafting skills are essential, as is some knowledge of one or 
more other languages relevant to the Council's operations. The work often involves 
tight deadlines and requires a highly flexible approach to undertaking various tasks. 


_ Please send letter of application accompanied by a curriculum vitae, to: 
Executive Director Closing date tor applications: 
International Grains Council 28 September 2001 


1 Canada Square See the Councils web site at www igc org uk for a 
Canary Wharf, London E14 5AE more detailed description of its role and activites 














Editorial Director 









Consensus Economics, founded in 1989, is the world’s leading 
publisher of international economic forecast information. We are 
seeking a highly motivated individual, with several years’ economic 
analysis or publishing experience, to become an editor of our survey 
publications and to join our management team. 












The candidate will have a strong grounding in macroeconomics and 
an ability to write clearly and concisely to a non-specialist audience. As 
an editorial team leader, their range of attributes will include attention 
to detail and an organised approach to meeting publication schedules. 
An interest in data development and a facility with personal computer 
networks and software such as Word, PageMaker and Excel, including 
some programming skills, would be valuable. 











As an executive in a small, self-reliant company, the successful 
candidate will become involved in broader issues such as relations with 
the press and panellists, new product development and management. 
The position will command a competitive employment package and 
will be based in central London. 








Applicants should write, in confidence, enclosing their curriculum 
vitae to: 








Philip Hubbard, Consensus Economics Inc. 
53 Upper Brook Street, London, W1K 2LT 






Entec is a major environmental and engineering consultancy 


employing over 600 staff and associates across a national network of 


offices. We believe our considerable success is due to our people and 
their talent to meet each new challenge, at whatever level, through 
technical excellence, teamwork, flexibility and innovative thinking. 
Thats why we encourage open communication, reward on merit, 
actively support professional development and can deliver exciting 
career opportunities as the business continues to grow. 


Principal Environmental 
Economist (Env 10273) 


LONDON COMPETITIVE SALARY & BENEFITS PACKAGE 


Entec is seeking an established Environmental Economist to take 
a leading role in developing our growing business in high profile 
environmental policy studies for UK and overseas clients. This position 
requires a candidate with a significant post-graduate track record gained 
over several years at both a theoretical and commercal level, with 
expenence of working in consultancy or in an industrial environment. 
Candidates should have a relevant honours degree, excellent written 
and oral communication skills and be able to demonstrate initiative, flair 
and a commercial focus. This role will involve business development, 
project direction and project management for multi-disciplinary 
studies in market based instruments, environmental valuation, 
economic modelling and cost-benefit analysis 


creating the 
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environment 


Environmental 
Economist (Env 10302) 


LONDON COMPETITIVE SALARY & BENEFITS 


Entec is seeking a high calibre economics graduate to help 
meet the continued growth of our business in high profile 
environmental policy studies for UK and overseas clients. Strong 
technical skills in market based instruments, economic modelling, 
valuation and cost-benefit analysis are required, Candidates 
should have an MSc in environmental economics or similar, and 
have |2 months post graduate experience ideally in a consultancy 
environment. Excellent written and oral communication skills are 
required and the candidate should be able to demonstrate 
initiative, flair and a commercial awareness. This role will involve 
working in multi-disciplinary teams and provide specialist advise 
on a diverse range of economic-focussed issues. 


If you are interested in either of these positions please 
apply in writing, enclosing your current CV and quoting 
the relevant reference number, to Teresa Allen at 
Entec UK Ltd, Northumbria House, Regent Centre, 
Gosforth, Newcastle upon Tyne NE3 3PX or by email to 
allet@entecuk.co.uk 


More information on Entec can be found on our website 
www.entecuk.com 


business 


for 
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World Coal Institute 
Chief Executive 


The World Coal Institute is seeking to appoint a dynamic and progressive person to take 
over as Chief Executive in January 2002. 


The World Coal Institute is an international, non-governmental association of coal pro- 
ducers and coal consumers which is managed through a member board. Further infor- 
mation on the Institute is available from www.wei-coal.com or via the contact details 
below. 


The key tasks of the position are to: (i) manage the World Coal Institute's activities and 
interests on behalf of its members, monitoring the many public policy influences on the 
coal industry; (ii) guide the development and manage the implementation of Institute pol- 
icy; (iii) represent the Institute at international conferences and meetings; (iv) implement 
a programme of promotional activity; (v) liaise with relevant government, United 
Nations, OECD and other international agencies, industry associations and NGOs; (vi) 
manage a small London-based office; and (vii) undertake responsibility for financial 
management of the Institute and its compliance with UK and other relevant legislation. 


Experience at an appropriate level in the fossil fuel, energy or mining industries is high- 
ly desirable. A proven ability to fulfil a representational role and to operate in an inter- 
national context is required, rather than particular academic or professional qualifica- 
tions. Awareness of current public policy issues, such as sustainable development and 
environmental issues influencing the future role of the coal industry, is important. 


An ability to work closely with the WCI Board of Directors and member companies, and 
to work effectively within a small self-contained office environment must be demon- 
strated. An ability to prepare and present papers on international developments and poli- 
cy issues affecting the coal industry is essential. Given the depth and breadth of the posi- 
tion, applicants will be expected to demonstrate relevant experience, The position is 
based in London and involves extensive travel. 


A competitive salary will be negotiated. 


Expressions of interest, with CV, on the basis of the key aspects of the position should be 
addressed to: Ron Knapp, Chief Executive, World Coal Institute by 21 September 
2001; E-mail: rknapp@wei-coal.com / Tel: +44 (0) 20 8246 6611 / Fax: +44 (0) 20 
8246 6622. 





INTERNATIONAL 
OPERATIONS DIRECTOR 


Based Oxford £42,500 
We're looking for someone of senior management calibre 
to help lead and manage our International Programme. 
Reporting to the International Division Director, it's a role 
with a wide and weighty remit. Unsurprising, when you 
consider the size of our expenditure - £115m last year - 
and the sheer extent of our worldwide endeavour — 
working with others to overcome poverty and suffering. 
To succeed then, you'll need considerable experience, 
both within an equally complex environment and at a 
similar level. You will have a full understanding of 
humanitarian or development programming, ideally based 
to some extent on what you have learnt in the field. You 
should also have superb leadership and communication 
skills and proven experience of strategic planning. But 
perhaps most important of all will be your genuine 
commitment to the values and beliefs of Oxfam. 


Closing date: 25th September 2001 
Interview date: 10th & 11th October 2001 
Ref: ID/IOD/E 


For further details and an application form, 
please visit Oxfam's website or send a large SAE 
to: International Human Resources, Oxfam GB, 
274 Banbury Road, Oxford OX2 7DZ or 
e-mail: ihrapps@oxfam.org.uk quoting the 
job title and reference number. 


€) Oxfam 


www.oxfam.org.uk/jobs Diversity The difference starts with you 



























Shape 
our future in Europe 


Associate 
International Policy Co-ordination and EU Affairs 


The Financial Services Authority (FSA) is the integrated regulator of the UK 
financial services industry. In addition to its considerable domestic challenges, 
the FSA has a crucial role to play in keeping abreast of EU legislation on financial 
services, understanding what is at issue for UK financial firms, markets and 
consumers, and seeking to influence the debate as and when appropriate. 


In this significant role you'll have responsibility for the FSA's relationship with 
the European Parliament and for a range of EU financial services issues. This will 
see you working within a lively, well-motivated team to ensure our effective 
contribution to EU policy formulation. You'll plan and co-ordinate strategies, 
advise and brief colleagues, and write reports and speeches. Acting as Secretary 
to the FSA's International Roundtable of Trade Associations is another important 
aspect of this position. 


This is a rewarding and challenging role, which requires considerable knowledge 
and experience of banking, insurance or securities business. You'll also need a 
sound general understanding of financial markets and products, with the ability 
to co-ordinate views from across the organisation, combined with the diplomatic 
skills necessary to operate effectively in a politically sensitive environment. 


To apply, send your CV to Yagini Gohil, HR Department, 
Financial Services Authority, 25 The North Colonnade, 
London £14 5HS, Email: yagini.gohil@fsa.gov.uk 

The closing date for applications is 21 September 2001. 











FSA 


Financial Services Authority 








Vice-Chancellor 


The University is seeking a successor to Professor Ron Cooke who, after 
nine very successful years, will retire in 2002. 


The University of York is a distinctive institution. Its sustained pursuit of 
excellence ahead of scale now places it consistently within the top ten 
universities in the UK. It has developed a powerful national and 
international reputation, with an extremely strong and balanced 
academic record in both teaching and research. York operates a college 
system and, refreshingly, staff and students alike display shared values 
and commitment to the institution. 


Candidates must be of exceptional calibre with evident academic 
credibility, clear strategic vision and the necessary leadership qualities. 
They will have senior level experience in an institution with a high 
research profile and be able to show management experience. The ability 
to develop new income streams and promote the University in a 
regional, national and international context is essential. Candidates 
must also have the enthusiasm, integrity and commitment to lead the 
University into the next phase of its development. 





Requests for further information, and subsequent applications in the 
form of a comprehensive CV and covering letter including remuneration 
details, should be made to: Claire Lane, Heidrick & Struggles 
international Inc., Consultants in Executive Search, 100 Piccadilly, 
London W1V 9FN. Fax: +44 207 491 5991; email: lac@h-s.com 


Closing date: 28 September 2001. 
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JOB OPPORTUNITIES WITH THE EUROPEAN UNION 


ECONOMISTS AND STATISTICIANS 
European Commission Open Competition 
(Reference COM/A/9/01) 


Basic salary €4351,.74 per month (equivalent to approx. £32,000 per annum plus 
allowances) 


A number of challenging opportunities have arisen for specialists in the Economics and 
Statistical fields at the European Commission in Brussels or Luxembourg, 


The European Commission is recruiting some 200 administrators (Grade A7/A6) in the 
fields of economics and statistics. Candidates must be graduates with a minimum of 3 


years’ professional experience. [f you are an EU national, enjoy working in a multi-cultural 
environment and have knowledge of one other EU language then this could be your chance 
to work for the European Commission. 


Further details can be found in the Official Journal of the European Communities C240 A 
28th August 2001. Website http://europa.eu.int/eur-lex/en/oj/200 1/ca24020010828en.himl 


Applications can only be made on the official application form which can be obtained 
by sending an A4 size self-addressed envelope marked COM/A/9/01 on the top left 
hand corner to either: 


European Commission or 
Recruitment Policy Unit - MO 34 2/31 
Open Competition COM/A/9/01 

Rue de la Loi/Wetstraat 200 

B-1049 Brussels 


European Commission 
Representation in the UK 

Open Competition COM/A/9/01 
8 Storey's Gate 

London SW IP 3AT 


Please indicate the language in which you wish to receive details of the competition. 


The UK Government provides assistance to UK candidates applying for EU institutions’ 
vacancies. If you would like assistance, please contact the EU Staffing Branch at 


eustaffingbranch @ cabinet-office.x.gsi.gov.uk or rel. 020 7276 1630, mentioning the 


competition reference number. If you would like information about other EU vacancies, 
register on line with our Vacancy Information Service www.eu-careers-gateway.gov.uk. 





"NATO+” IMPLEMENTATION TEAM 


Inder senior level direction, the Project Manager will implement changé 
in NATO Headquarters through the introduction of new working 
practices and Human Resource Management, to include Performance 
Management. 


For full post description and details of how to apply, please refer to the 
NATO website (www.nato.int/structur/recruit/2001/a01- 
40e.pdf). General recruitment information can be found on: 
www.nato.int/structur/recruit/index.htm. 


For statistical aes, please go reference A.EC.40(2001) and 


NOT the "A.NET.40(2001)" reference shown on Internet. 
Closing date for applications: 3rd October 2001. 
Candidates must be nationals of a NATO member-state. 

Only those candidates who meet the specific requirements and whose 
applications pass the initial screening will receive a reply. 


Due to the broad interest in NATO and the large number 
of potential candidates, telephone, e-mail or telefax 
enquiries cannot be dealt with. 





The Economist September 8th 2001 


—“™ 


AGL 


United Nations Educational, Scientific and Cultural 
Organization 











UNESCO is seeking to fill the following position in the Social and Human 
Sciences Sector at its Headquarters 
Paris, France 


Programme Specialist (P-5) 
Anticipation and Prospective Studies 


Main responsibilities 

Under the authority of the Director of the Division of Anticipation and Prospective 
Studies, the incumbent shall contribute, in particular, to the preparation of UNESCO's 
future-onented World Reports and participate in the preparation, organization and follow- 
up of meetings such as the 21st Century Talks and the 21st Century Dialogues. 


Qualifications and experience 
Advanced university degree, preferably a Ph.D. in the human or social sciences, the 
natural sciences, the humanities, political science or economics, or a degree 
testifying to the excellence of its academic training. 
Excellent command of English or French, the two working languages of UNESCO, 
with excellent drafting ability in one of them; similar abilities in the other language, 
with a good practical knowledge is highly desirable. 
The successful candidate should have a minimum of 10 years’ professional 
experience; 3 to 5 years practical experience at international level is desirable. 
Experience in the use of microcomputers. 


For more information on UNESCO's programmes, consult our website: 
hittp://www.unesco.org/, and on the post: http://www.unesco.org/per/index.html 


To apply, address a detailed curriculum vitae in English or French, indicating birth 
date, nationality and gender, attaching an identity photograph and copies of 
diplomas to: UNESCO, Chief, Recruitment and Staffing Section, Bureau of Human 
Resources Management, 7 place de Fontenoy, 75352 Paris 07-SP, France no later 
than 20 September 2001, quoting “Post number SHS-371”". 


Applications from women candidates are encouraged, as are applications 


irom under or non-represented Member States 


ternational Board of Auditors for NATO is the external a 
ATO. The Board is currently recruiting to fill several Auditor po 


Location; NATO Headquarters, Brussels, with frequent travel throughout 
NATO countries; 
e Contract: 3 years definite duration with possibility of one renewal. 


Applicants must be a national of a NATO country with: 

e A university degree or similar qualifications; 

e Broad experience in financial, performance and compliance auditing; 
¢ Experience of modern audit techniques and audit tools; 

* Knowledge of INTOSAI and IFAC auditing standards; 

e Familiarity with International Accounting Standards; 

e Languages: English and French. 


For full post description and details of how to apply, please refer to the 
NATO website (www.nato.int/structur/recruit/2001/a01- 
38e.pdf). General recruitment information can be found on: 
www.nato.int/structur/recruit/index.htm. 


For statistical purposes, please quote reference nage cen and NOT 
the "A.NET.38(2001)" reference shown on Internet. 


Closing date for applications: 28 September 2001. 


aly those candidates who meet the specific requirements and w 
applications pass the initial screening will receive a rep 
elephone/e-mail enquiries will not be answereg 


any applications sent via e-mail g 
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UNITED NATIONS HIGH COMMISSIONER 

a sania FOR REFUGEES 
UNHCR GENEVA, SWITZERLAND 
External Affairs Officer (individual Donors) 


PRIVATE SECTOR AND PUBLIC AFFAIRS SERVICE, GENEVA 
(Post No. 157012, P-3) 


The United Nations High Commissioner for Retugees (UNHCR), with Headquarters in Geneva and 
Offices 


the world, seeks an experienced External Affairs Officer (individual Donors), 


Reporting to the Head of Private Sector and Public Affairs Service (PSPA), Division of Communication 
and information, this fundraising specialist will bring extensive hands-on axperience to UNHCR Branch 
Otfices/Nationa! Associations to advise them on the best and most efficient ways to secure regular 
funds trom individual donors. 


More specifically, s/he will: 


Provide direct & co-ordinated support, training and guidance on all relevant fundraising techniques 
with emphasis on mass appeals, major donors and legacies. 

Focus on developing and maintaining a strong sustainable group of wealthy individuals willing to 
financially support UNHCR activities 

Co-ordinate intamational fundraising appeais to individuals launched from Headquarters (in 
particular in emergency situations). Ensure the development, monitoring and co-ordination of all 
individual donor materiais/raining courses that might be produced centrally to benefit trom 
economy of scale. Particular focus on fundraising newsletters and individual donor annual reports. 
Assist PSPA colleagues in developing an annual workplan for each National Association/Branch 
Office involved in private sector fundraising, Make relevant input and recommendations with 
special focus on individual donors. 

Help PSFR Desk Officers monitor and analyse results (financial and non-financial) of PSFR 
activities and report/ make recommendations on a timely basis to improve UNHCR private sector 
fundraising strategy. 

Ensure all relevant information on PSFR individual donor activities is provided and captured in the 
PSPA Electronic Knowledge Centre database. 

Actively participate in PSFR workshops/raining courses to ensure relevant training/co- 
ordination/dissemination of information is provided to UNHCR key PSFA stakeholders. 

Keep abreast, identify, analyse and recommend to Head, PSPA, all new/evolving fundraising 
methodologies, materiais, and products from industrialised and developing countries. Anticipate 


and analyse trends. 
Perform any other tasks, as may be required by Head, PSPA 


Qualifications: The incumbent should have the minimum of secondary education plus university level 
courses, preferably in Fundraising, Communications or Marketing, or the equivalent relevant work 
experience, especiaily in a private sector fund raising environment, with at least 5 years previous job 
experience including at least 3 years in the same functional area. Proven experience in running a major 
donor programme would be a further asset. 


Languages: Fluency in English essential, Franch desirable, other languages: an asset. 
Applications: Full curriculum vitae, including nationality and references, should be sent to: 


Vacancy Management Unit (ref: GP) UNHCR, case postale 2500, 
1211 Geneva 2 Dépdt, Switzerland. 

Fax No. (+41.22) 739 7322 or e-mail hgpe92 @unher.ch, 
Applications should be received by 5 October 2001. 


UNHCR encourages qualified women to apply. Acknowledgments will only be sent to 
short-listed candidates under serious consideration. 


UNITED NATIONS HIGH COMMISSIONER 
FOR REFUGEES 
GENEVA, SWITZERLAND 


Associate External Affairs Officer (wes) 


PRIVATE SECTOR AND PUBLIC AFFAIRS SERVICE, GENEVA 
(Post No. 157012, P-2) 


The United Nations High Commissioner for Refugees (UNHCR), with Headquarters in 
Geneva and Offices throughout the world, seeks an experienced Associate External Affairs 
Officer (WEB.) Reporting to the Deputy Head of Service, Private Sector and Public Affairs 
(PSPA), Division of Communication and Information, this fundraising specialist will co- 
ordinate all Internet Private Sector Fundraising activities within UNHCR. 


More specifically, s/he will: 


identify topics/areas of interest for private donors to put on the Web with a view to 
raising funds, in collaboration with PSPA colleagues, the Electronic Publishing Unit, 
Offices in the Field and UNHCR National Associations. Maintain and update all 
relevant fundraising pages on the UNHCR central Website. 


Act as the PSPA Web focal point ensuring web surfer and donor queries are answered 
in a timely fashion with relevant/accurate information. Ensure follow up of PSPA Web 
activities in terms of donation tracking, monitoring etc. 


In times of emergencies, act as focal point for all internet fund-raising activities and 
gather information on emergency needs (priorities, human interest stories, photos, etc) 
in order to maximise the web fund-raising potential; provide full support to National 
Associations electronic fundraising efforts. 


Create and maintain, with the help and support of PSFR staff at Headquarters and in 
the Field, an electronic marketing database for use by UNHCR Fundraising Officers 
and National Associations’ network. This database will list interesting examples and 
results of PSFR projects in various countries to inspire and stimulate creative ideas 
and to develop best practices in all PSFR fields. 


Perform other duties as required. 


Qualifications: The incumbent should have the minimum of secondary education plus 
university level courses, preferably in Fundraising, Communications, Marketing, or Computer 
Sciences, or equivalent relevant work experience, especially in a private sector fundraising 
environment, with at least 3 years of proven hands-on experience in fundraising or in dealing 
with the web. 


Languages: Fluency in English essential, French desirable. 


Applications: Full curriculum vitae, including nationality and references, should be sent to: 


Vacancy Management Unit (ref: GP) UNHCR, case postale 2500, 

1211 Geneva 2 Dépôt, Switzerland. 

Fax No, (+41.22) 739 7322 or e-mail hqpe92 @unher.ch. 

Applications should be received by 5 October 2001. 

UNHCR encourages qualified women to apply. Acknowledgments will only be sent 
to short-listed candidates under serious consideration. 
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THE AMERICAN 
UNIVERSITY 
of PARIS 


The American University of Paris 


President 


The Board of Trustees of The American University of Paris (AUP) invites applications and 
nominations for the position of President. 


Background. Founded in 1962, The American University of Paris is the oldest American-style 
institution of higher learning in Europe, an independent, coeducational, not-for-profit, liberal arts 
international university chartered in the State of Delaware and accredited by the Commission on 
Higher Education of the Middle States Association of Colleges and Schools. The language of 
instruction is English. The student body of nearly 900 students is comprised of over 100 
nationalities, with approximately 30% from the US. There are 45 full-time and 70 part-time faculty, 
almost all with first-hand experience with U.S. higher education. 


Situated in Paris’ seventh arrondissement, near the Eiffel Tower, l'Hôtel des Invalides, and 
UNESCO, AUP's campus inhabits one of Paris’ most charming neighborhoods. AUP has five 
classroom and administrative buildings, including its library, all within 10 minutes’ walk of each 
other. Most students live nearby in independent rooms, with families, or in shared apartments. The 
University administers several study abroad programs for students from other US universities. The 
University's annual budget is approximately $15 million, 


Requirements of the Position. AUP’s next president must be a strategically oriented executive with 
a proven track record as a successful fundraiser. Experience in an international setting, preferably in 
France, is very important. The successful candidate must have sufficient linguistic ability in French 
and know enough about operating conditions in France to manage the University successfully, 


To qualify, candidates must be highly regarded by the board and the top managers of their former 
employers as innovative leaders, team builders, and decisive executives, Candidates must be able 
to create, build and maintain personal and professional credibility and effective rapport with staff, 
faculty, students, parents, alumni, government officials and friends 


It is anticipated that the new president will assume the duties of the position in Paris in carly 2002, 
but no later than the end of the 2001/2002 academic year. 


Nominations and applications, which will be treated in full confidence, should be sent to: 
Ms. Patricia Lair, Presidential Search Committee 
The American University of Paris 
6, rue du Colonel Combes 
75007 Paris, FRANCE 


Information about The American University of Paris, a description of the position of President 
and an outline of the search process that will be followed, may be obtained by accessing AUP's 
website at http://www.ac.aup fr/psearch, 





German Institute 
for Economic Research 


14191 Berlin 
Germany 


DIW Berlin 
WY YX 


We are currently hiring 
Research Economists and Visiting Fellows 


for several research fields. We are seeking young economists 
with a postgraduate degree in economics as well as 
economists with several years of research experience and 
relevant peer-reviewed publications We expect a strong 
background in economic theory and/or econometrics. 

You should enjoy economic policy analysis and have 
completed some studies or research abroad, The themes, 
duration and conditions of the visiting fellowships can be 
arranged individually. 


The DIW Berlin is one 

of the leading economic 
research institutes in 
Germany. We pursue basic 
economic research and 
provide policy advice in 
cooperation with 
universities in Berlin- 
Brandenburg and with 
international research 


The detailed job descriptions can be found on our homepage 
www.diw.de. 


We offer an attractive academic environment for pursuing 
independent research and for advising key policy makers. 
You benefit from our international reputation and 

our location in Berlin. We also support you in your career 
development by providing training opportunities in Germany 
and abroad. 


networks. 


We are committed to increasing the share of female 
economists working at the DIW Berlin and therefore 
encourage women to apply for these positions. Disabled 
applicants will be given preference over otherwise 
similarly qualified candidates. 


Please send your application to the Personnel Department 
at the DIW Berlin, citing the reference number published 
on our recruitment page on the internet. You may contact 
Ms Andrea Jonat for further information by 

tel: +49-30-89789-21 8, fax +49-30-89789-200, or 
e-mail: ajonat @ diw.de. 


www.diw.de 
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OPPORTUNITIES FOR 
ECONOMISTS, PLANNERS AND ENGINEERS 


We are a Tokyo-based consulting firm with full-time and project-based 
positions for economists, planners, engineers, and social/environmental 
specialists. We work in various sectors (e.g. transport, environment, education, 


VAKAKIS INTERNATIONAL SA 
seeks EU nationality 
Business Development Managers 


in support of on-going activities and expected 
acquisitions. For more information visit “Staff 
Vacancies” at www.vakakisinternational.gr. 
Forward CVs up to 15.10.01. 


tourism, energy) in developing countries and offer excellent remuneration. 


If interested, please send a detailed CV to: 





PADECO Co., Ltd., Jimbocho-Kyodo Bldg 
2-2 Kanda-Jimbocho, Chiyoda-ku, Tokyo 101-0051, Japan 


Science technology and development Fax: 81-3-3238-9422 Email: admin@padeco,co.jp 
’ 


ee YU) y Homepage: http://www.padeco.co.jp 
OAS DEPUTY DIRECTOR att ietie 


SciDev.Net is a new global website dedicated to news, views and information about 
| the contribution of science and technology to sustainable development. We are — 
currently seeking a deputy director to help manage the operation of the website and = 
also to develop a range of associated activities involving scientists and 
technologists, policy-makers and science/technology communicators (including 


journalists) from developing countries 
Details of the background to SciDev.Net, as well as the application procedure for the 


Closing date for applications is Friday September 28 2001 . ines. | 


post of deputy director, can be found at: http://www.scidev.net 
ee sca 
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University of Zurich : 
Faculty of Economics, Business Administration 
and Information Technology It is at the heart of our work, not only the energy we 

provide to the entire world, but also the energy which 
drives our people. The following represents our needs 


in Saudi Arabia: 


Ramistrasse 71 CH-8006 Zürich 0041-1-634-2314 


The Faculty of Economics, Business Administration and 
Information Technology of the University of Zurich seeks 
applications for a 





PETROLEUM ECONOMIC 
SPECIALIST 


This position is within the International Joint Venture 
Coordination Department. Requirements include a 
degree in Chemical Engineering with petroleum 
economics expertise and at least 15 years of related 
experience. Candidates must be specialized in the 
petroleum refining and marketing business and 
demonstrate expertise in the following: tools such as 
Linear Programs used to optimize refining and supply 
chain operations; refining and marketing strategic 
planning and capital budgeting; and product offerings 
of the major Process Licensors. 


Professorship in Quantitative Finance 


The position is available from as early as September 2002. 
Candidates from Associate / Full Protessor ranks will be 
considered. The successful candidate must have a strong research 
record in Quantitative Finance with contributions in the field of 
risk management and contingent claims analysis. The focus of his 
or her research can be of analytical and / or empirical nature. We 
would welcome candidates with an international research 
experience. 


The candidate should also have a solid teaching record and 
experience in supervising students both at the undergraduate and 
the graduate levels. He or she is expected to take teaching 
responsibilities at all levels, including for the MSc in Finance and Key responsibilities include identifying and analyzing 
margin contribution of different areas of the refining 
and marketing operations. In addition, this role will 
advise management on current/future trends in 
international and domestic refining and marketing 
margins, as well as their effects on company 
profitability and identify opportunities to enhance 
company profitability through reduced operating 
costs, increased production, improved quality and low 
capital/high return initiatives. 


for doctoral courses in Quantitative Finance. The teaching 
language is German or English. 


Being located at an international financial center, the University of 
Zurich has defined Finance as one of its strategic areas of 
development for research and teaching activities. We are currently 
reorganizing our teaching activities to cover a Finance 
specialization at the undergraduate level and to launch a new MSc 
in Finance in collaboration with the Department of Mathematics at 
the Swiss Federal Institute of Technology (ETH) Zurich. There are 
also plans to build a Ph.D program in Finance that networks with 
other Swiss Universities. Through its educational and research 
objectives, the University of Zurich hopes to attract candidates 
with international exposure who are willing to contribute to its 
development into a strong center for research in financial 
economics. Further information on the profile of the open position 
may be obtained from Prot. Dr. Raina Gibson 
(rgibson@isb.unizh.ch). 


For a detailed description of the above position, 
visit our website at www.jobsataramco.com. Fo! 
consideration, please send a resume to Aramco 
Services Company, reference code 06J-ECON, 
in one of the following ways: E-mail: 
resumes@aramcoservices.com (please cut 
and paste rather than send an attachment); 
Fax: (713) 432-4600; Mail P.O. Box 4530, 


Please submit your application before October 15, 2001 to Houston, TX 77210-4530. 


Prot. Dr. Peter Stucki 

Dean of the Faculty of Economics, Business Administration and 
Information Technology of the University of Zurich 

Ramistrasse 71, CH-8006 Zurich, Switzerland. 


angewi gSoljl 


Saudi Aramco 
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~~~” JOB HUNTING INTERNATIONALLY? ~~": 
$100-1M+ in 39 Countries-Targeted Resume Mailings 
www.executivejobfinder.com 
Europe*Asia*Middle East*U.S.*Affordable/Easy/On Target 
Serving the world’s top executives. EXECUTIVE 
O B E R 


ı T: +1.415.383.6200 F: +1.415.388.5164 J FIND 
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JOB HUNTING INTERNATIONALLY? 


< 

4 

I 
Executive $75K-500K+. Career searching into, within or out of ; 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 
i 

‘ 

j 

i 


www.careerpath.co.uk 


Fax: Email: 
USA/Canada +1 202 4781698 cpamerica(@)careerpath.co.uk 
Europe +44 20 75048280 cpeurope(@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia@bkk.loxinfo.co.th 





French consulting firm is looking for a 


Senior Industrial Expert 


As part of the Management Team (4 resident experts) of a 
Privatisation Support Programme, the Industrial Expert is in charge 
of programming and supervising the technical due diligence of 
work performed by short-term international local experts. The 
Industrial Expert participates in the development of privatisation 
strategies, the preparation of tendering documents and contracts 
with investors. The portfolio concerns 15 public companies in the 
metallurgy, non-ferrous, ceramics and refractories mining sectors. 


Urban Agriculture Coordinator, Sub-Saharan Africa 


A highly motivated individual is needed to coordinate support for urban and peri- 
urban agriculture research and development activities in East, Central and 
Southem Africa. Activities are being implemented as part of the CGIAR 
(Consultative Group on International Agriculture Research) Strategic Initiative on 
Urban and Peri-urban Agriculture (SIUPA) convened by the International Potato 
Center (CIP), and of the IDRC (International Development Research Centre, 
Canada) Cities Feeding People Program (CFP). The coordinator will be based at 
the CIP Regional Office in Nairobi. 


Qualifications: Ph.D. in agricultural, environmental or social sciences; 5 years 
relevant experience; ability to work in interdisciplinary, multi-cultural research 
teams; fund raising experience; R&D team-building, network development. 
Fluency in written and spoken English essential. 


Send resume, cover letter and three references (phone, fax, e-mail) to Director 
General, CIP, Av. La Molina #1895, P.O. Box 1558, Lima, Peru. Fax: (51-1) 
3175346, email: SIUPA@cgiar.org. Closing date 1 October 2001. 
To find more information about the position visit: 
www.cipotato.org/org/jobs/SIUPArescoord.htm 


This is a 6-month renewable contract located in the Middle-East. 
Requirements: minimum of 15 years professional experience, 
with preferably 5 years in privatisation and project management. 
Immediate availability. 
Send résumé to: 
agrind@sofreco.com under the reference 1 723/R-YRO. 


The CENTRE FOR Tk 
Development Q 


PPRISE (CDE), formerly the Centre for the 

SP/EC Cotonou Agreement. Within the 
framewor d development of enterprises located in the 
ACP (A . 1 ə initiatives of mutual benefit to 
econ f i C GNUSA supports the implementation 
g : -financial services to ACP 


THREE SECTORIAL EXPERTS & 
ONE COMPUTER EXPERT 


Sectorial Exp 

for identifying, p 

the CDE's inte 

the ACP countri 
operational plan 

or sectors. You \ 
markets for the s 

and provide tech 

in both in the ACF 
interventions and Ff 
regularly from Bru 

be invited to managé 
You will also organise 
the selected sectors in 


Computer Expert: Yo 

in maintaining a high level c 
include the maintenance of the 
PCs), the Internet & intranet sys 


if you meet the above requirements and 

(ACP & EU nationals), please send your app 

to david.roberts @ developmentcentre.be or by fas 

B-1850 Grimbergen, Belgium. The last date for the receipt 


are & software 
d personnel 
ing projects 
help them 
5-on" position. 


ired, a post- 
Wessional 
ness or 
d sector. 
a good working 
Portuguese 
orial experts, 
berience in one 
nclude mining, 
sm, telecommunications, 
Bs. The initial salary level 
expert (grade 2D) in the 


= Cotonou Agreement 
preferably by e-mail, no photos please) 
5pment Centre, P. Delestrestraat 29, 
day, 5th October. CDE is an equal opportunity employer. 
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Senior Humanitarian Assistance Advisor 


The U.S Agency for Internationa Deveiopment nde Mision | | LECTURESHIP/SENIOR LECTURESHIP 
joi IN ENTREPRENEURSHIP 


wishes to contract for the services of a US Citizen to serve as the Senior Humanitarian Assistance 
Advisor stationed in New Delhi, India. S/he will provide the Mission and its partners with a full 


range of services on disaster management and related matters. This will include, but not be 
limited to, expert counsel, technical assistance and managerial support for the development and The Hunter Centre for Entrepreneurship @ Strathclyde, one of the 


implementation of humanitarian assistance programs and use of relief resources to accomplish largest of its kind in the UK, wishes to make an additional appointment 
rehabilitation and reconstruction aims in the Mission z y A 
for the period to 31 July 2004 in the first instance. Applicants should be 


ne eee ane able to offer a significant contribution to the Centre's growing education 


l. A proven track record in humanitarian assistance, with at least seven to ten years of 


progressively responsible experience in program design, implementation, management and programme, participate actively in associated research, and ideally have 
evaluation 


2. Anadvanced degree in disaster management, public administration, business administration, direct experience of an entrepreneur ial environment. For further details 


international relations, area studies, or a social science field on the Hunter Centre, see http://www.entrepreneur.strath.ac.uk 
3. Excellent communication skills and the ability to present complex material clearly, concisely 


and persuasively in presentations, technical reports and other mediums. 


4. Ability to interact effectively and persuasively with a broad range of internal and external Salary: Lecturer - £20,267 - £32,215 per annum. 


partners, especially senior officials in the Government of India, international and non-governmental 


organizations Senior Lecturer - £33,820 - £38,221 per annum. 


5. Experience developing. promoting and overseeing higħ-vistbility programs 
6. Ability to function productively as a member of a multidisciplinary team For application form and further particulars (Ref: 68/01) (available on 


7. Skills in managing human and financial resources. 
request in alternative formats for applicants with a disability) contact 
the Personnel Office, University of Strathclyde, Glasgow, G1 1XQ, 


i - Tel 0141 548 4133 (24 hour Voicemail Service). 
The selected individua! will be required to obtain a U.S. Government secret security clearance ( D 
Ca 


This Personal Services Contract will be for two years, with option to extend for up to five years, 
Subject to continued need for the position, satisfactory performance, and the availability of funds. 


The candidate and any accompanying dependents will be required to obtain a medical clearance 
prior to taking up the position 


Applications Closing Date: 5 October 2001. INVESTOR IN PEOPLE 


USAID especially encourages women and minority individuals to apply for this position 


Send applications: resume with SF 171 or Optional Form 612, a statement of previous work 
experience, salary history and professional references to: 


kt - f a f 
Regional Contracting Officer for USAID/India, M a NI LV ERSI TY ( )F 
Via Fax: 91-11-419-8390 (direct), 91-11-419-8612, 91-11-419-8454 all> SA | m~e ay 
Via e-mail: indiarfp@usaid.gov or clyons@usaid.gov NS eee TRA TI i [ Y DE 
Forms can be downloaded on the web at www.usaid.gov/procurement_bus_opp/procurement/ a Committed to Equal Opportunities 
forms’, Submissions must be received no later than October |, 2001 


Fellowships 








PRINCETON UNIVERSITY Ñ; 
Woodrow Wilson School of Public and International Affairs 


Master’s Degree in Public Policy: 
A One-Year Program for Midcareer Professionals 


For further information, Our M.P.P. program provides rising leaders in the international and domestic policy are- 
call us at (609) 258-4836 nas an opportunity to expand their organizational skills and intellectual breadth to com- 
or e-mail us at pete in an increasingly complex global environment. 

mpp2@princeton.edu 

or visit our website at The Princeton Difference. The resources of the Woodrow Wilson School and Princeton 
www.wws.princeton.edu/ University provide the ideal setting for this rigorous one-year residential program. The 
degree/mpp.html School’s faculty, curriculum, and research facilities are recognized throughout the world 


Woodrow Wilson School for excellence. 


Master’s Degree in i À : 
Public Policy Financial Assistance. Our generous policy meets the full demonstrated needs of all 


Princeton University admitted students. More than three-quarters of graduate students at the School receive 
Princeton, NJ 08544-1013 financial aid, which for most includes full tuition and a stipend for living expenses. 

Thanks to a grant from the Christian A. Johnson Endeavor Foundation, special funding is 
Applications must be received by @Vailable to candidates from the nonprofit and nongovernmental sectors. 


January 2, 2002. 


Qualifications. Applicants must possess a minimum of 7 years of professional experience 
The Woodrow Wilson School also in domestic or international government agencies, and/or experience in the nonprofit sec- 
offers a two-year Master’s degree tor. Successful candidates demonstrate creativity, leadership, a commitment to public 
in Public Affairs (M.P.A.) and a service, and the intellectual capacity to thrive in a demanding academic setting. 
Ph.D. degree program. 
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The World Trade Institute and the Institute of Economics of the University of 
Berne jointly seek the appointment of an Assistant Professor in International 
Economics (with an emphasis on international trade), and a research fellow in the 
same field. 
Assistant Professor in International Economics (100%) 
The holder of this new position will be Director of Economic Research of the WTI. 
It comprises teaching at the graduate level at the WTI (MILE and other programs) 
and at the undergraduate level at the faculty of social sciences and economics of 
the University of Berne. The position focuses on the economics of international 
trade in teaching and research. 
Applicants will hold a Ph.D. in Economics with a specialisation in a field closely 
related to international economics. The successful applicant has a research 
record or the clear potentialto produce high quality research work as well as 
teaching experience in intemational economics as well as a keen interest in 
linkages between the economic theories underpinning international trade and 
international economic law. The ability to lead an interdisciplinary research team 
(law and economics) is expected. The applicant will be completely fluent in 
English; good command of German and/or French is of an advantage. 
Research fellow in International Economics (50%) 
The holder of this position will be involved in both research in the field of 
international economics and interdisciplinary research in international law and 
economics under the supervision of the Director of Economic Research. The 
position includes teaching and tutoring students in international economics. 
Applicants are expected to hold a masters degree in economics, wishing to 
achieve a Ph.D. in the field of international economics or a related field. 
Applicants should have a strong interest in empirical trade analysis and in 
research in an interdisciplinary setting. Applicants are required to be fluent in 
English. Good command of German and/or French is of advantage. 
Applications for both positions should be received by October 15, 2001 and be 
addressed to the World Trade Institute, Hallerstrasse 6, 3012 Berne Switzerland, 
atin. Prof. Thomas Cottier, Managing Director. 
For more information on the WTI, see www.worldtradeinstitute.ch or 
contact Simon Lacey at +41 (0) 31 631 32 72 





| JI V PS ) United Nations Office for Project Services 
The Chryster Buding, 


405 Lexington Avenue, 4th Foor 
New York NY 10174 


NORTHERN IRAQ URBAN WATER AND 
SANITATION PROGRAMME 
(UNOPS Project No: IRQ/01/R72/A/VQ/31) 


The United Nations Office for Project Services (UNOPS) is 

| requesting expression of interest from companies with 
experience in design, installation, operation and 
maintenance of water supply and sanitation systems for 
urban centres. Those with experience in_ institution 
| development for sustainable management of water 
| distribution systems and installations of repair workshops to 
service water and sanitation systems may also express 
interest. 


Please address your reply not later than 30th September 
2001 to: 


Mr Richard Bonilla 
UNOPS 

Division for WAASE 

4th Floor Chrysler Building 
405 Lexington Avenue 
New York 
N.Y. USA 10174 

Fax (212) 457- 4045 

Email: rameshPV@unops.org 
Website: www.unops.org 
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Business & Personal 


Dynamic Licensing 





Virtual CEO, Inc. is seeking Licensee Benefits: 
international licensees to share in eThe only fully integrated 
our dramatic growth. Our applica- | assessment and action 
i planning software system 
tions have been called the most available today 
effective strategic planning tool ; 
a Outstanding market potential 


ever used. It enables organizations for all types and sizes of clients 


to maximize efficiencies, properly 


a Highly researched 
allocate resources, yield greater Knowledge Base 
productivity and profits, faster AGA wed AS oh 


than ever before. Virtual CEO™ 


ee a Comprehensive intranet support 
products allow organizations to P PP 


a Low Licensee start-up and 
operating costs 


quickly and effectively focus on 
those aspects of their business that 


most impact Return On Investment. 


For more information visit our website 
at www.virtualceo.com/international or 


call us at: +1.949.248.2404 ext. 2526 VIRTUAL CEO 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO: 


MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS. UK 
www. minerva-press.co.uk 





2nd Citizenship 
2nd Passport 


Belize Passport Consultants Ltd. 
Tel: + 501 149830 Fax: + 501 8 23785 
Email: Passport @ Belize.com 
www. Belize.com 





International 
Property 


Pl SWITZERLAND 


Lake Geneva & Alps 
Attractive , overlooking views, 1 to 
5 badoa, kom Shs 250'000, Sale to Non- 
established in 1975. Experience. Discretion. 

REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 


Tel. +441 22/734 15 40, Fax 734 12 20 
www.revac.net 


Travel 
#@*LONDON'® 


Quality serviced apartments offering best value 

a for money, Our apartments offer great savings a 
compared to hotels. Fully serviced, private 

= bathroom, kitchen, TV, telephone, central a 
heating, elevator 

= Centrally located in Kensington area. z 

@ Tourist Board Approved W 

Ashburn Garden Apartments 
» 3 Ashburn Gardens a 
= South Kensington, London SW7 4DG, UK 
www.ashburngardens.co.uk 

E = info@ashburngardens.co.uk 

Tel: ++44 207 370 2663 

Fax: ++44 207 370 6743 


BEEBE EESE & 
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OFFSHORE 
Å 
TAX-FREE 


Companies world-wide 


Formation and administration of 
companies, opening of bank accounts 
teV/fax/mail forwarding service 


UNITED KINGDOM LONDON 
LAVECO Ltd. 


Tel.: +44-207-556-0900 
Fax: +44-207-556-0910 
E-mail: london @laveco.com 


HUNGARY 
Tel.: +36-1-217-96-81 
Fax: +36-1-217-44-14 
E-mail: hungary @ laveco.com 
ROMANIA 
Tel.: +40-92-326-329 
Fax: +40-1-313-7177 
E-mail: romania @ laveco.com 


CYPRUS 
Tel.: +357-4-636-919 
Fax: +357-4-636-920 
E-mail: cyprus @laveco.com 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rales currently available by a licensed professional firm. 





EST. 1989 T E EEEE LONDON: For immediate, friendly advice, please contact: 
LICENSED CO. Ehr | | " 30-1 rae 0 © frag À Tae Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery B.Sc (Hons) 
& TRUST MANAGEMENT = po E-mail: helen®@scfgroup.com E-mail: janson@scfgroup.com 
Www. scfgroup. com/ec obi we phe ic mnie Charles Baker M.A. (Hons) 


Ca ue 


Offshore Corporations 
Banks, Trusts, Foundations renosa sintah had’ tetins siila ‘ 
Bank A/Cs, Credit Cards receive a Canadian Perma t Re ident Vi 


ontact experienced ieee migration Lawyer 
mard Simcoe, Ref El 545 Laird Bivd 
www.GLOBAL-MONEY.com iite 368, Montreal, Quebec, Canada HIP 2T| 
emc@zlobal-money.com el : (514) 739-1108, Fax: (514) 739 0795 
=e à Emal LsimcoeOsimcoevisa.com 
»24140 web: www. simcoevisa.com 


E-mail: Charles@scigroup.com 


SOVEREIGN 


— Since the 80s, The Sovereign Group has been 
broth ganar Ag advising thousands of individuals and com- 
panies on how to protect and maximise their 
assets. In a rapidly changing world you need VISIT OUR WEBSITE 


the resources, support and expertise of a global SovereignGroup.com 


Fave 313) organisation to ensure you receive the correct 
professional advice and services. Call us at 
any of our 23 branches - if there's a legal 


way to reduce your tax bill we’ll find it. 


S & personal 


IMMIGRATE TO CANADA 
“We Can — 


| 
law Tir of Sormper 


High quality service 


& cost-effective prices 
United Kingdom 


Telr+44.(0) 20 76369618 Fax: +44 (0) 20 76369617 


Delaware 

(US incorporations only) " 

Tel: +) (302) 478.4460 

Pat (302) 4784467 

e-mail: econ-del®com-exp.com 


Company CE) Express 





he | sterson 
http://www.somjen.com 
Email: s0 — aso cr re DUIS Sji A e@ 
uite S10, 1240 Bay Street aS 
orion Onta 4 su WSR A 
416) j I i TEE 
f i 


CANADA... 


lust one click away 


is 


akcanad, L co n 


Abrams bn yaaa hs ak 


Canadian Immigranon Lawyers 


aet solutions 


* Offshore & Onshore Companies 


* Offshore Trusts 

* Personal Tax Planning 
* Corporate Tax Planning 
. Asset Management 


‘Investment Services 


* Full Administration & Accounting 
- Offshore Corporate Credit Cards 


- Trademark Registration 


& Protection 


. Trade Services 
+ Transfer & Origination of D/Cs 


+ Venture Capital * Ship & Yacht Registration 


We have over 25 years of experience 
in facilitating international and offshore 
business with 30 offices and over 350 staff 
around the world 


Offshore Companies 


with bank introductions 





ARE YOU 
A GLOBAL PROVIDER OF 


Trading or investing internationally? OFFSHORE COMPANIES & SERVICES 


i 


www.offshore4business.com 


Email: offshore@4business.com 
Tel: +44 (20) 7514 9902 
Fax: +44 (20) 7514 9912 


Seeking tax management solutions? 
Working or living overseas? 

Seeking to protect your assets? pli ee ice a 
Setting up a business overseas? 

A tax professional seeking solutions? 


Then you should contact us. 


www.ICSL.com 


The offshore professionals since 1977 


London - Finland - 


es VA. 


WORLD WIDE 
www,.ocra.com 


i ISTS "ERT ; D AN 
— ANIES AND TRUSI EXI LY FORMI D AND ADMINISTERED 


C OMP: i 


Luxembourg 
A LONDON,UK IRELAND 
Peyman Zia, Director Eilish Murphy 
' 15544 INTERNATIONAL COMPANY INTERNATIONAL COMPANY 

e441 if SERVICES (UK) LTD. SERVICES (IRELAND) LTD. 
Tel: +44 20 7493 4244 Tel: +353 1 661 8490 
Fax: +44 20 7491 0605 Fax: +353 1 661 8493 Fax: +1 954 943 1499 
Email: uk@ICSL.com Email: irl@ICSL.com Email: usa@ICSL.com 


www.ICSl.com is a registered business name of International Company Services Limited 


USA & CANADA 
Jerry Bakerjian BBA, Director 


INTERNATIONAL COMPANY 
ERVICES (USA) INC. 


Tel: +1 954 943 1498 


Email: economist@ocra.com 


Cyprus -= Stelo Singapore tsie of Man 


ct 
Hong Kong 


Fax 
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Overview 
Output, demand and jobs 
American manufacturing was much stronger “hange at annual rate tuk frani onl . ESTERN 
than expected in August. The National Asso- GDP OE fereca ee. RAN sas ane 
sal j à ae ee > production (volume) >. 
ciation of Purchasing Managers’ index of lgqtr 1year 2001 2002 1 year 1 year latest  yearago 
manufacturing activity rose to 47.9 in Au- Australia +43 +21 01 +25 + 4.0 -14 Q1° +07 Q 6.9 jul 6.1 
gust from 43.6 a month before, its biggest Austria _ +16 +22 0 +17 +21 +8.0 Jun -33 May 38 Jul 36 
monthly gain in five years. Buta number be- Belgium -24 +17 02 +19 +24 -0.5 Jun -3.4 May 11.1 Jul* 11.2 
low 50 indicates that outputis still contract- Britain +14 +21 02 +21 +26 -32 M +60 dul 5.0 Junt 5.5 
ing, asit has since August 2000. American Canada "Es 0.4 +2.1 Q2 + 2.1 + 2.8 =- 2.4 Jun + 3.6 May 70 Jul 6.8 
productivity growth forthe second quarter of Denmark -~46 +10 Q + 41.3 + 2.1 + 4.4 Jun + 3.0 Jun 5.1 Jul 5.4 
2001 was revised downwards to an annual France + 1.9 + 2.9 Qi Ba 2.2 + 2.3 aw + 2.3 Jun + 2.3 Jun 8.9 Jul 9.5 
rate of 2.1%, from 2.5% reported earlier Germany nil +06 Q2 +1.12 + 1.9 + 0.9 Jun + 0.5 Jun 9.3 Aug 9.4 
priS ; ; Italy 505 420 @ 419 +22 -3.1 Jun + 0.1 Jun 9.5 Apr 10.7 
Japan +05 +02 Ql -0.4 + 0.5 -85 Jul - 2.4 Jun 5.0 Jul 4.7 
The Dow Jones Industrial Average fellbelow Netherlands +16 -15 a2 +17 +25 +07 Jun +15 Mar 2.0 Jm 2.6 
10,000forthefirsttimeinfourmonths,but Spain +41 +33 m +27 +28 -26 Jun URE Cu «14.0 
then inched back above this mark. The dollar Sweden +13 +14 02 +20 +26 -1.0 My +21 Jun 4.2 wè 5.2 
made one ofits biggestjumps of the year Switzerland +74 +25 01 +16 +19 +5.1 Q1* +8.4 Jun 17 Jule 18 
against the euro on September 4th, as inves- United States +0.2 +12 02 +16 + 2.6 -3.2 Jul +3.8 Jul 4.5 Jul 4.0 
tors fretted that strong American manufac- Euroarea + 2.0 +25 G1 +18 + 2.2 + 1.4 Jun +21 Jun 83 Jl 8.8 
tu ring figures would stop the Federal *Not seasonally adjusted. ł Apr-Jun; claimant count rate 3.2% in Jul. §May-Jul. 
Reserve from cutting interest rates again. 
Unemployment in the euro zone was un- Prices and wages 
changed at 8.3% in July. Spain's unemploy- "ange at annual rate ‘ia tconniiligel 
ment remained the highest of the 12 Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
countries at 12.8%. French unemployment lyear yearago 2001 2002 lyear  yearago lyear yearago 
rose forthe second month running, to 8.9%. Australia +6.0 02 +32 +40 +24 FSO M +74 +37 Q2 + 39 
Retail sales in the euro zone rose unex- Austria 27 MA 428 25 wis +17 Aug +43 +28 Jul + 2.0 
pectedlyin June by 2.1% from a year earlier, Belgium +2.7 hug + 2.9 + 2.5 + 1.9 +40 Jun +87 +26 Q2 + 2.2 
offering some reason for hope. Italian pro- ean t né w 4 33 + cl E, $ L. 2. st t 27 + “ Jun + tl 
PE . . nada +2.60 Ju + 3. + 2. + 2. +0.9 Ju + 4, PLF Jun + 1. 
ducer-priceinflation slowedto1.4%inthe Senmak 42.4 wl +31 +24 +20 +27 wl +58 +47 @ +33 
year to July—the slowest since September France 2i M +i? è >ib +15 2S am +60 -FiS O po? 
1999. Germany +26 Aug +18 +26 + 1.5 +22 Jul +55 +18 Jun + 21 
Italy |§ +28 Aug + 2.6 + 2.7 +20 +14 Wl +67 +25 W’ + 2.0 
Deflation continues in Japan: consumer Japan -0.8 Jul - 0.5 - 0.5 - 0.4 +08 Jul -04 +14 Jul + 1.2 
prices fell by 0.8% in July. The Nikkei fell by Netherlands +46 Jul + 2.8 + 4.6 + 2.5 +2.4 Jul + 8.0 +44 Jul + 3.2 
7% over the week. Spain + 3.9 Jol +36 +37 +28 + 2.0 Jul +55 +34 aif na 
Sweden +2.9 Jul + 1.2 + 2.3 +18 +2.1 Jul +37 +23 Jun* + 4.9 
Switzerland = + 1.1 Aug +11 +13 + 1.2 +02 Jul +27 +1.32000 + 0.3 
—— -——- — ————_ United States + 2.7 Jul + 3.7 + 3.2 + 2.2 +15 Jul +43 +44 Jul + 3.6 
Data on more countries are available to Euroarea +28 ul +2300 L7 +18 +33 Jun +56 +26 Q1 + 24 
subscribers on www.economist.com *Not seasonally adjusted. tNew series. 
i a ange The Economist poll of forecasters, September averages (previous month's, if changed) 
mo e Economist surveys a | ; 
group of economic forecasters and calcu- EO ETERON pa an TRO 
lates the average of their predictions for 2001. 2000 Saoi para oi sco. o Pree 


economic growth, inflation and current- 
account balances for 15 countries and the 














euro area. The table also shows the high- 

estand lowest projections for economic 

growth. The previous month’s forecasts, 

where different, are shown in brackets. 

The panel has again become more pessi- | 

istic äbott the prospects for growth. I France is a x E 2.2 2.3 (2.4 T 15 | 15 (1.6) 16 
has lowered its forecasts for 11 countries 1.7/2.2 1.8/2.6 1.9 (2.0) 2.2 (2.3) 2.7 (2.8) 2.0 -0.3 -0.2 
in2001 and for 12in 2002. The panel has AIA 05/17 

downgraded its projection for the euro Netherlands 0.8/2.5 1.7/3.5 1.7 (2.0) 2.5 (2.8) 4.6 2.5 (2.7) 3.9 3.9 
area for both years. Its prediction forthe Spain 2.3/3.0 2.4/3.3 27  28(29) 37 2.8 -2.8 =2.3 
United States in 2001 remains un- 


| ; Sweden 1.5/2.3 2.0/3.4 2.0 (2.2) 2.6 (2.7) 23 1.8 2.1 2.3 
changed, but it has reduced it for 2002. Saad 715/18 13/23 


The biggest drop is for the Netherlands, 
which is now expected to grow by only 


1.7% this year compared with last Sources: ABN Amro, Deutsche Bank, EIU, Goldman Sachs, HSBC Securities, KBC Bank, Merril Lynch, J.P. Morgan, Morgan Stanley Dean 
month’s forecast of 2%. . Witter, Nordbanken, Decision Economics, Royal Bank of Canada, Salomon Smith Barney, Scotiabank, Shinsei Bank, Warburg Dillon Read. 










Money and interest rates 
Money supply* Interest rates % p.a. (Sep 5th 2001) 
% change on year ago 3-mth money market 2-year 10-year gov'tbonds corporate 
narrow broad latest rago gov't bonds test rago bonds 
Australia +17.7 +6.6 Jul 4.78 6.50 5.00 5.79 6.01 7.23 
Britain +7.1 +7.6 Jul 4.70 6.19 4.98 5.01 5.27 6.29 
Canada + 6.9 +48 Jul 3.81 5.60 4.17 5.50 5.67 6.93 
Denmark + 5.5 + 1.0 Jul 4.62 5.80 4.51 5.11 5.52 7.08 
n + 8.7 + 3.3 Jul 0.02 0.32 0.05 1.34 1.95 1.47 
Sweden + 6.5 + 2.2 Jul 4.31 3.95 4.59 5.23 5.21 5.41 
Switzerland + 0.3 + 3.0 Jul 3.18 3.47 3.07 3.33 3.78 4.15 
United States + 3.0 +11.5 Jul 3.37 6.58 3.77 4.97 5.71 6.84 
Euro area + 3.3 +64 Jul 4.27 5.00 4.08 4.84 5.15 5.63 


sets Dandan Al | Ns TE ET : > L 5 
“Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4, TGermany for bonds. Benchmarks: US 30-year 5.48%, Japan 
No.234 1.38%, Central bank rates: US fed funds 3.50%, ECB refinancing 4.25%, BO) overnight call 0.01%, BOE repo 5.00% 

Sources: Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, 





Westpac, Thomson Financial Datastream. Rates cannot be construed as banks’ offers. 
Stockmarkets 
Market indices 
% change on 
2001 one record Dec 31st 2000 
Sep 5th high low week high inlocal in$ 
curren terms 
3,231.1 3,425.2 3,094.3 - 0.7 - 5.7 + 2.4 = 41 






















































Austria (A 1,200.2 1,245.8 1,052.2 - 0.4 -30.9 +118 +58 
2,888.1 3,030.4 2,591.6 + 14 -21.6 - 45 -96 
5,316.0 6,334.5 5,275.7 - 1.7 -23.3 -14.6 -16.9 

















9,348.4 7,399.2 = 1.2 
Denmark 232.2 294.3 232.2 - 5.7 -23.0 -12.3 -16.8 
2,960.1 3,820.2 2,960.1 - 4.6 -32.6 -21.5 -25.7 





4,571.6 5,998.5 4,571.6 - 5.0 -34.0 -22.9 -27.0 
















10,598.8 14,529.4 
‘ 1,071.7 - 6.7 -62.3 -15.3 -19.6 
Netherlands 513.1 642.3 513.1 - 2.5 -26.9 -19.5 -23.9 
Spain (Madrid S 790.5 963.9 790.5 =- 2.6 -31.0 -10.2 -15.1 
Sweden (Affarsvariden Gen 207.8 293.1 207.8 - 5.6 ~ 48,1 -25.2 -33.9 
6,508.1 8,135.4 6,458.3 - 2.3 -22.6 -20.0 -23.8 































10,033.3 

1,131.7 
1,759.0 
1,252.9 
1,080.5 
1,004.8 


11,337.9 
1,373.7 
2,859.2 
1,545.5 
1,404.1 
1,249.2 

451.0 


- 7.0 
-14,3 
-28.8 
~22.7 
-26.6 


9,389.5 
1,103.3 
1,638.8 
1,248.7 
1,080.5 
1,004.8 
420.6 


- 2.4 
- 2.9 
- 5.4 
- 1,7 
- 4.0 
- 3.8 
- 1.7 


-144 
-25.9 
-65.2 
-26.5 
-30.3 


- 7.0 
-14.3 
-28.8 
-18.3 
-22.4 
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1995=100 
% change on 
Aug 28th Sep 4th* one one 
month year 
Dollar index 
All items 68.4 67.7 -1.1 -7.2 
Food 68.8 68.5 -1.2 -3.0 
Industrials 
All 67.8 66.6 -0.8 -12.5 
Nfal 67.2 67.1 -24 -04 
Metals 68.3 66.2 +0.6 -20.7 
Sterling index 
All items 74.5 73.9 -30 -69 
Euro index 
All items 98.9 100.0 -2.6 -77 
Yen index 
All items 87.8 85.6 -50 +44 
Gold 
$ per oz 272.20 272.35 +22 -1.0 
West Texas Intermediate 
$ per barrel 27.22 26.95 - 4,2 -20.4 


* Provisional. t Non-food agriculturals. 








a euro terms. ‘Morgan Serre A Capital International index includes individual markets listed above plus eight others, in dollar terms. 
Salomon Smith Barney World ment Bond Index, total return, in dollar terms, 
Trade, exchange rates and budgets 
Trade balance*, $bn Current account Exchange rate 
latest 12 $bn The Economist poll trade-weighted! 
months latest 12 mths % of GDP, forecast Sep 5th year ago 
2001 2002 
Australia + 0.7 Jul 9.9 Q2 - 2.8 - 3.1 72.2 75.5 
Austria 5.4 May 4.3 Jun = 2.4 - 2.3 100.1 99.3 
um + 10.6 Jun + 11.2 Mar + 4.2 + 4.5 98.7 97.7 
Britain - 44.9 Jun - 19.2 Q1 - 17 - 2.1 107.3 106.7 
Canada + 47.4 Jun + 25.5 Q2 + 3.1 + 2.3 77.0 80.5 
Denmark + 6.9 Jun + 4.5 Jun + 1.4 +14 102.1 99.5 
France mil Jun + 14.3 Jun +15 + 1.6 101.3 100.3 
+ 57.2 Jun - 21.8 Jun - 1.0 - 0.9 98.2 96.7 













+ 2.0 


2,180 


Currency units Budget 

per per per per balance 

$ £ euro ¥100 % of GDP 

5th rago 2001+ 

1.92 1.77 2.79 1.71 1:60 0.1 
15.5 15.7 22.55 13.8 12.9 -0.6 
45.4 46.0 66.0 40.3 37.7 0.7 
0.69 0.69 0.61 0.57 1.2 
1.56 1.48 2.27 1.39 1.30 2.6 
8.38 8.50 12.2 6.96 2.9 
7.38 7.47 10.7 6.56 6.13 -0.5 
2.20 2.23 3.20 1.96 1.83 -1.7 






















2,206 3,166 1,936 1,811 


Japan + 90.4 Jun + 96.3 Jun + 2.1 140.3 159.5 120 106 175 107 ~- 

Netherlands + 18.9 Jun + 13.7 Q + 3.9 + 3.9 97.6 96.4 2.48 2.51 3.60 2.20 2.06 1.3 
Spain - 38.9 Jun ~ 15.2 May - 2.8 - 2.3 74.0 73.3 187 190 272 166 156 nil 
Sweden + 11.8 Jul + 5.6 Jun + 2.1 + 2.3 73.3 82.1 10.68 9.56 15.5 9.48 8.87 3.6 
Switzerland + 0.3 Jul + 28.3 Q1 +10.9 +10.7 108.8 104.6 1.70 1.76 2.47 1.51 1.41 na 
United States -453.5 Jun -449.3 Q1 - 41 - 4.0 118.6 112.9 = 1.45 0.89 0.83 2.1 
Euro area 1.2 May — 28.0 Jun =- 0.2 - 0.1 78.0 76.4 1.13 1.14 1.64 0.94 -0.6 


*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. t1990=100, Bank of England. #OECD estimate. 





Overview 


Hong Kong is dangerously close to reces- 
sion. GDP contracted by 6.6% at an annual 
rate in the second quarter, leaving output a 
meagre 0.5% higher than it had been a year 
earlier. The fallin output was worse than ex- 
pected. First-quarter growth was also re- 
vised down to zero. 


South Korea’s industrial production fell by 
5.9% in the year to July. Exports tumbled by 
19.4% in the year to August, reducing the 
12-month trade surplus to $13.1 billion. 


Turkey’s financial crisis has hit the economy 
harder than expected. Gop plunged by 9.3% 
in the year to the second quarter. The Turkish 
lira lost 2.6% against the dollar this week, 
partially reversing a three-week-long rally. 


Consumer-price inflation fell in Augustin 
Indonesia, the Philippines, South Korea, 
Thailand, Peru and Colombia, but rose in Tai- 
wan, Chile and Turkey. 








Economy 
% change on year earlier Latest 12 months, $bn Foreign 

GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 
China +78 @~ +8.1 Jul +15 Jul +19.9 Jul +20.5 2000 182.0 May 
+0.55 Q2 -0.1 m = 0.9 Jul -12.1 M +88 a 114.6 Jul 
India +38 M + 1.5 Jun +40 Jul -5,3 Jun -23 M 40.9 Jul 
Indonesia +35 Q +75 a +12.2 Aug +24.5 Jul +63 Qi 27.9 Jun 
Ma a +05 a2 =- 9.9 Jun +1.44 Jul +15.4 Jul +74 m 25.6 Jun 
Philippines +33 a2 +11.2 Jun + 6.3 Aug +5.1 Jun +7.8 May 12.5 May 
Singapore -0.9 a -13.2 Jul +13 Jul +46 Jul +22.6 a2 76.0 May 
South Korea +27 Q2 -59 Jul + 4.7 Aug +13.1 Aug +13.3 Jul 94.3 Jun 
Taiwan -2.4 Q -10.4 Jul + 0.4 Aug +12.6 Jul +14.1 a2 110.1 Jut 
Thailand +18 m +2.11 Jul + 1.4 Aug +25 Iwi +6.1 Jul 31.2 Jul 
Argentina -21 M +0.22 Jul -1.0 Jul +26 Ju ç -90 a 16.7 Jul 
Brazil +08 2 - 1.4 Jun +7.8 Jul -1.1 Aug -27.5 Jul 35.5 Jul 
Chile +3.4 Q + 0.3 Jul + 3.8 Aug +15 Ww -1.6 a 14.3 Jun 
Colombia + 1.6 @ ~ 2.6 Jun + 8.0 Aug +1.3 Jun -0.7 a1 9.5 Jul 
Mexico nil Q2 - 3.9 Jun +59 Jul -9.6 ui -17.5 Qe 40.8 Jul 
Peru - 2.3 Jun + 1.3 May + 1.4 Aug -0.2 Jun -14 Q2 8.3 May 
Venezuela +2.9 Q2 na +12.9 Aug +15.6 @zf +11.1 a2 10.5 Jun 
Egypt + 6.5 2000! + 9.4 2000! + 2.2 Jun -99 a1 -02 ù 13.0 Apr 
Israel +14 2 -10.4 Jun +0.4 Jul -7.3 Jt -Li M 23.9 Jul 
South Africa +2.5 Q + 3.1 Jun + 5.3 Jul +45 Ju è +01 m 6.1 Jun 
Tu -9.3 a2 -10.4 Jun +57.5 Aug -20.9 Jun -3.7 Jun 17.2 Jul 
Czech Republic +38 M + 3.7 Jun + 5.9 Jul -35 Wl -2.7 @ 12.9 Jul 
Hungary +44 Q nil Jul +9.4 Jul -2.2 Ww ç -15 Jul 11.9 Jul 
Poland +23 a +1.11 Jul +5.22 Jul -99 Jl -6.8 Jul 27.0 Jul 
Russia +49 m +2.9 Jul +22.2 Jul +59.5 Jun +45.9 Q 32.7 Jul 


*Excluding gold, except Singapore; IMF definition. tYear ending June. New series 





Financial markets 
Currency units Interest rates Stockmarkets % change on 
per $ per £ short-term Sep 5th Dec 31st 2000 
Sep5th yearago Sep5th % p.a. one in local in$ 
week currency _ terms 
China 8.28 8.28 12.0 na 1,951.0 -1.9 ~11.0 -11.0 
H 7.80 7.80 11.3 3.37 10,943.1 -2.2 -27.5 -27.5 
India 47.2 45.6 68.5 6.83 3,228.6 -2.1 ~18.7 -19.5 
Indonesia 9,055 8,363 13,153 17.78 442.2 +0.1 +6.2 +13.5 
3.80 3.80 5.52 3.30 688.9 -0.0 +1.4 +1.4 
Philippines 51.2 45.6 74.4 11.44 1,254.3 -1.3 -16.1 -18.0 
Si 1.75 1.73 2.54 2.22 1,622.5 -0.8 -15.8 -16.5 
South Korea 1,277 1,107 1,855 4.81 551.9 -2.4 +9.4 +8.3 
Taiwan 34.6 31.0 50.2 3.60 4,424.9 -1.9 -6.7 -10.7 
Thailand 44,3 41.3 64.4 3.00 338.2 +0.1 +25.6 +22.9 
na 1.00 1,00 1.45 19.20 313.3 -3.7 -24.9 -24.9 
Brazil 2.56 1.82 3.72 19.03 12,590.9 -3.6 -19.3 -38.6 
Chile 664 570 965 3.15* 5,645.0 -0.6 +15.9 +0.1 
Colombia 2,315 2,211 3,362 12.29 992.9 +0.3 na na 
Mexico 9.25 9.30 13.4 8.75 6,088.5 -3.7 +7.7 +11.8 
Peru 3.48 3.47 5.1 5.45 1,321.9 -1.4 +9.4 +10.8 
Venezuela 740 690 1,075 18.58 7,195.1 +3.1 +5.9 +0.2 
4.26 3.52 6.19 8.91 6,471.0 +12.0 -15.5 -22.9 
Israel 4,29 4.03 6.23 4.47 403.2 -3.3 -18.5 -23.1 
South Africa 8.50 7.07 12.3 9.64 8,931.3 -1.1 +7.3 -4,4 
Tu 1,413,500 659,425 2,053,250 56.00 9,630.4 -3.6 +2.0 -51.6 
Czech Re c 38.4 40.2 55.8 5.49 354.4 -4,4 -25.9 -27.4 
Hungary 283 298 411 11.00 6,339.6 -0.1 -19.2 -19.4 
Poland 4.24 4.38 6.16 14.84 12,998,7 +3.0 -27.2 -29.0 
Russia 29.5 27.9 42.8 25.00 209.81 +1.1 +50.6 +46.4 
EMF 1.00 1.00 1.45 na 295.0 -2.3 na =11.6 
EMBI+ 1.00 1.00 1.45 na 211.3 -0.1 na +4.7 


*Inflation adjusted. TIn $ terms. tEmerging Markets Free. $J.P. Morgan Chase's Emerging Markets Bond Index Plus. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; 


J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel: Standard 
Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 


Data on more countries are available to subscribers on www.economist.com 
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d The world this week 


Attack on America 





America suffered the worst 
terrorist attack ever. Suicide 
hijackers crashed two fuel- 
laden passenger jets into the 
towers of the World Trade 
Centre in New York, both of 
which caught fire and col- 
lapsed, killing office workers 
and rescue workers alike. The 
entire southern end of Man- 
hattan was evacuated. 


Another hijacked aircraft was 
flown into the Pentagon in 
Washington, pc, and a fourth 
plane crashed near Pittsburgh. 
The total death toll was esti- 
mated to run into thousands. 





Airports, borders and stock- 
markets in America were 
closed, and flights to, from 
and within America were 
grounded. Politicians around 
the world condemned the at- 
tacks and promised help in 
finding the terrorists. President 
George Bush promised to hunt 
down the perpetrators of 
what he called “an act of war” 
and put America’s armed 
forces on high alert. 


No terrorist groups claimed 
responsibility for the attacks 
but suspicion immediately fell 
on Osama bin Laden, a Saudi 
dissident and already the 
most wanted man in America, 
at present thought to be in Af- 
ghanistan. 





Politics 


Israeli tanks destroyed the se- 
curity headquarters in the Pal- 
estinian-controlled city of 
Jenin. Israel claimed that the 
city was a “terrorist nest” and 
launch-pad for several recent 
attacks by Palestinian suicide 
bombers. 


American and British aircraft 
attacked three surface-to-air 
missile sites in the southern 
“no-fly” zone of Iraq. The at- 
tack was part of a plan to dis- 
able Saddam Hussein's air 
defences. 


Syria arrested five leading op- 
position members and hu- 
man-rights activists as part of 
a month-long clampdown on 
dissidents. The arrests fol- 
lowed the detention of two 
opposition members of parlia- 
ment and the leader of a 
banned faction of the Com- 
munist Party. 


Suspected Islamist rebels 
killed 11 civilians and 
wounded nine at a funeral in 
Algeria’s western province of 
Arzew. Nine people died in a 
recent similar attack in the re- 
sort area of Zeralda. 


Clashes continued between 
Christians and Muslims in the 
city of Jos in central Nigeria. 
Some 500 people have been 
killed in a week-long bout of 
violence. 





At Commonwealth talks in Ni- 
geria, Robert Mugabe's gov- 
ernment agreed to carry out 
land reform fairly and legally 
in Zimbabwe in return for a 
pledge by Britain to find 
money to pay for the pro- 
gramme, but violent occupa- 
tions continued. At a special 
southern African summit in 
Harare, governments of neigh- 
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bouring countries extracted 
similar promises and blamed 
Zimbabwe for spreading dis- 
order in the region. 


Ex-Marxists win 

Fretilin, formerly a Marxist 
party, won 55 of the 88 seats 
in East Timor’s constituent as- 
sembly and is expected to 
form the country’s first gov- 
ernment when it becomes in- 
dependent next year. 


A government composed en- 
tirely of ethnic Fijians was 
formed in Fiji after a general 
election. Fijians of Indian de- 
scent complained that they 
had been unlawfully ex- 
cluded. 


Australia’s Federal Court 
ruled that its government had 
acted illegally in refusing 434 
refugees to apply for asylum 
in the country and must be al- 
lowed to land. They had been 
rescued by a Norwegian ship 
and brought to Australian ter- 
ritorial water. The govern- 
ment intends to appeal. 
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Thousands of Philippine 
workers held a rally in front of 
the presidential palace in Ma- 
nila, demanding a 50% in- 
crease in the minimum wage, 
at present the equivalent of 
$4.50 a day. 


North Korea barred Japanese 
officials from entering the 
country to monitor the use of 
food aid, complaining that Ja- 
pan was developing a missile 
that could be used against it. 


Asia’s first case of mad-cow 
disease was reported on a 
farm in Chiba, near Tokyo. 


NATO may stay 

In Macedonia, NATO said its 
troops had collected half of 
the arms that ethnic-Albanian 
rebels are supposed to hand in 








by September 26th. Macedo- 
nia’s parliament voted for re- 
forms to raise the status of the 
Albanian language and bring 
more of the Albanian minor- 
ity into the police. But many 
of the Slavic majority, top 
politicians included, sounded 
keen to bash the Albanians 
once NATO's force had left. EU 
foreign ministers proposed a 
new, smaller but long-term 
NATO force to keep the peace. 





Belarus’s president, Alex- 
ander Lukashenka, was re- 
elected with 76% of the vote. 
He rigged it, claimed the coun- 
try’s opposition. 


Norway’s Labour Party, in 
power for most of the past 70 
years, won a general election 
with a much-reduced vote. 
Parties of the right may form a 
coalition government. 


Britain and France argued over 
the rush of asylum-seekers 
trying to sneak into Britain 
through the Channel Tunnel. 
Eurotunnel, a train operator, 
failed in its bid to have a 
French court order the closure 
of a Red Cross centre that 
houses them near the tunnel’s 
French entrance. 


In France, Jean-Pierre Che- 
venement, a left-winger many 
times a minister, held his first 
campaign meeting for next 
year’s presidential election, 
claiming to be above party 
and with repeated references 
to, yes, Charles de Gaulle. 


Democracy guaranteed? 

At a meeting in Peru attended 
by representatives of 34 coun- 
tries, the Organisation of 
American States adopted an 
Inter-American democratic 
charter designed to deter not 
just coups but the subversion 
of constitutional rule by 
elected leaders. 


The world this week 
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As America’s exchanges 
stayed closed in the wake of 
the terrorist action, markets in 
the rest of the world bore the 
brunt. Investors switched 
from shares to bonds, gold 
and other commodities as 
stock exchanges suffered some 
of their biggest one-day drops 
ever. Bond trading resumed in 
New York on Thursday. 


America’s Federal Reserve in- 
jected $38.25 billion of cash 
into the banking system, 
about ten times the daily aver- 
» age; the Bank of Japan and the 
European Central Bank 
pumped in $80 billion. 


The IMF and World Bank 
seem likely to cancel their an- 
nual meetings, due to take 
place in September, on the ad- 
vice of the Washington, Dc, 
authorities. 


Japan’s economy contracted 
by 0.8% in the second quarter, 
compared with the previous 
quarter; at an annual rate, its 
GDP shrank by 3.2%. The 
worsening situation led to a 
threat from Standard & Poor's 
to downgrade Japan's debt rat- 
ing because of worries that 
the country’s leaders would 
prove unable to reform the ail- 
ing economy. 


Mobile profits 

Nokia, the world’s biggest 
mobile-phone maker, bucked 
the industry trend by an- 
nouncing that it would proba- 
bly make its targeted profit in 
the third quarter despite fall- 
ing revenues. Although sales 
of networking equipment 
were depressed, profits from 
handsets, in which Nokia has 
a 35% world-market share, re- 
mained buoyant. 


Deutsche Telekom, Ger- 
many’s telecoms giant, saw its 
shares dip below the 1996 of- 
fer price for the first time. The 
nerves of Germany’s small 
shareholders, many of whom 
were lured into the market for 


the first time by Deutsche Tele- 


kom’s initial public offering, 
are sorely stretched. 


KPN, a Dutch telecoms com- 
pany, announced that its next 
chief executive would be Ad 
Scheepbouwer. The appoint- 
ment by the former state- 
owned concern (the Dutch 
government still owns 35%) re- 
assured banks, which 
promptly arranged a syndi- 
cated loan worth €2.5 billion 
($2.3 billion). KPN’s debts are 
already nearly €23 billion. 


In fashion 

A long-running battle for 
Gucci between two of 
France’s best known business- 
men, Bernard Arnault and 
Francois Pinault, came to an 
end. Pinault-Printemps-Re- 
doute, a French retailing em- 
pire, will take a controlling 
stake in the Italian fashion 
house by purchasing part of a 
stake belonging to LVMH, a 
luxury-goods company. It will 
later buy LVMH’Ss remaining 
12% and promises to make a 
full offer to other minority 
shareholders in 2004. 


Moulinex-Brandt, a French- 
Italian electrical goods group, 
went into bankruptcy protec- 
tion for six months while a 
buyer is sought for the com- 
pany, which has spent many 
years in crisis. Thousands of 
jobs may go. 


Allied Domecq, a British 
drinks company, offered 
€279m ($253m) for Bodegas & 
Bebidas, Spain's biggest wine 
maker, to add to its existing 
Spanish wineries. Sharehold- 
ers may yet be tempted by a 
possible counter-offer from 
Metalgest, a Portuguese con- 
cern that owns 12% of Bodegas 
& Bebidas. 


Appealing 

General Electrics and 
Honeywell said they would 
appeal against the European 
Commission's recent rejection 
of their planned merger. Ap- 
peals to the European Court of 
Justice can take some years, 
however. 


The world’s three biggest ciga- 
rette companies, along with a 
number of lesser players, are 
soon to agree on a voluntary 
pact governing the advertise- 
ment and marketing of their 
products. However, the stan- 
dards, which will end televi- 
sion and radio advertising 
around the world, are less 
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stringent than restrictions al- 
ready in place in America and 
Europe. 


Scottish Power suffered a 
sharp drop in its share price 
after it revealed that profits 
from its American operations 
would decline. The company 
was hit when PacifiCorp, an 
Oregon firm that it purchased 
last year, faced an unexpected 
fall in retail prices after prom- 
ised power shortages failed to 
materialise. 





Corus, an Anglo-Dutch steel 
maker, announced that pre- 
tax losses for the first half of 
the year would be £230m 
($331m). Worldwide overca- 
pacity and a slowing econ- 
omy are to blame. However, 
the figures are an improve- 
ment on last year's losses of 
£1.1 billion. 


Other economic data and news 
can be found on pages 88-90 
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Do Co Mo 


Beyond The Mobile Frontier 


i-mode is ta 


A wireless revolution is brewing. 

The Net and the cellular phone have already transformed global 
communications. Now i-mode is on the verge of starting the next 
revolution — instant Net access on your cellular phone. 

This is exactly what NTT DoCoMo, Japan's leading mobile 
communications operator, provides 
26 million i-mode users in Japan. 
By popular demand, NTT DoCoMo 
is now striving to bring everyone, 
everywhere the same opportunity. 

I-moders can take advantage of 
specialized services that range from 
email, online shopping and ticket 
reservations to news updates, 
database access, entertainment 
and banking transactions. These 
iend oF uly the sete had anaa pay Services are attracting people of all 
26 million subscribers ages, and being utilized by govern- 
ment, business and social organizations. 

Users also appreciate i-mode’s reasonable fees, which encourage 
longer, more relaxed browsing and more frequent visits: over 90% of 
i-mode subscribers access an average of 11 sites per day. 

Extremely user-friendly, i-mode is a proven formula for practical 
wireless services that could bring a new level of freedom to people 
around the globe. 
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Practical, proven technology. 

The key to i-mode’s success lies in the practicality of its underlyinc 
technology. Empowered by an advanced packet transmission systen 
that handles data communications with reliability and speed, i-mode 
allows charging by volume of data received, rather than time spen 
online. i-mode content is also based on a subset of HTML, makinc 
conversion from Internet content a remarkably simple process. Thi: 
advantage in tandem with i-mode’s huge user base encourages more 
and more companies to create dynamic new content, which in turr 
attracts more and more new users — tens of thousands every day. 


Building i-mode business solutions. 

Conventionally, Japanese construction operations have relied or 
estimation in ordering building materials. However, use of this 
imprecise system contributed to over-ordering of materials, on-site 
storage under poor conditions, and potential spoilage. 

Now, all this is changing thanks to the ease and cost- ratticiency of 
i-mode communications from j 
NTT DoCoMo. When materials 
are needed, workers simply use 
their handsets to connect with 
a network, which contacts 
suppliers to order necessary 
materials and precise amounts 
in keeping with work progress. 











Fis up-to-the-minute system can virtually eliminate the inconve- 
nience and expense of on-site storage 

Furthermore, whenever workers use their handsets to relay orders, 
information on materials and quantities is stored in an i-mode 
compatible computer. This system not only tallies supplies, but also 
takes care of calculations, speeding invoice preparation afd 
facilitating cost control. Workers can keep track of individual progress 
reported on a daily basis, and use i-mode to email information on 
changes in dates and places 

Overall, i-mode brings “just-in-time” inventory management and 
enhanced productivity to the construction area. It’s the new way to 
build better business solutions 


Powerful support for Java and e-commerce. 
in cooperation with Sun Microsystems, NTT DoCoMo launched a Java- 
technology enabled i-mode service this January that allows 
downloading of applets and other advanced content that can be 
utilized at anytime without reconnecting i 
Users can download games for network 
gameplay or maps to assist them in reaching 
their destination. They can quickly display 
charts of daily stock price fluctuations or use 
agent applications to receive automatic 
updates on stock charts, weatner, traffic or 
+ meeting room availability OOU direct SFG Securit 
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The Secure Sockets Layer protocol (40-bit and 128-bit) adds a high 
level of security for transmission of company data and personal 
information such as credit card numbers. These benefits are expected 
to fuel a dramatic surge in i-mode based e-commerce 


En route to a borderless world. 

i-mode has the potential to bring everyone, everywhere the freedom 
and convenience of borderless mobile multimedia communications 
One maior landmark en route to this dream was the May 30th debut 
of FOMA introductory phase — NTT DoCoMo’s first step in a rollout 
of wide-ranging IMT-2000 broadband services — which brings the 
power of 3G to 4,500 individual and corporate users who met certain 
criteria in the Tokyo area 

Through technological innovation, strategic international alliances 
and a proven formula for mobile success, NTT DoCoMo is well on the 
way to spreading i-mode around the world. 
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Translate learning into superior performance. We set the global standard for success—for individuals and organizations. Our approach is 


concrete, specific and designed for immediate results. You share challenging situations from your experience—we give detailed feedback 


from faculty who work at the dynamic intersection of teaching and consulting. We will give you the ideas and tools you need to 


power your performance. 
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Development Program 
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The day the world changed 


After this unspeakable crime, will anything ever be the same? 


IX decades ago, a generation of startled Americans awoke 

to discover that their country was under attack. Pearl Har- 
bour changed America, and therefore the world. Now the chil- 
dren and grandchildren of the Americans who went to war in 
1941 have suffered their own day of infamy, one thatis no less 
memorable. The appalling atrocities of September 11th—acts 
that must be seen as a declaration of war not just on America 
but on all civilised people—were crueller in conception and 
even more shocking than what happened in Hawaii. Thou- 
sands of innocents lie dead in the wreckage of the World Trade 
Centre; hundreds more seem likely to have perished at the 
Pentagon and in a crashed airliner in Pennsylvania. This week 
has changed America, and with it the world, once again. 

In the immediate aftermath, the United States showed 
signs of what makes it great. In so many ways, and for under- 
standable reasons, it had been unprepared to face such evil. 
Modern Americans have never learned to live with terrorism 
or with enemy action of any kind within their borders. They 
have not needed to. Neither the attack of 1993 on the World 
Trade Centre nor the bombing in Oklahoma in 1995 had 
changed that. Even the attack on Pearl Harbour was remote 
from the country’s heartland. At home, Americans felt safe, in 
a way they never will again: it made this week’s enormity all 
the more terrible. Despite everything, the country rallied. 
Across the United States, people have queued to give blood, to 
offer help. Airports and stockmarkets have been closed, but 
there is an urgent desire to return to normality, to carry on and 
not be cowed. In the country at large there is nothing of hyste- 
ria or panic. The mood is grief, purpose, unity, and anger un- 
der control. That is admirable. 

In his first messages to the country George Bush spoke well, 
balancing reassurance and resolve. It did seem a mistake, per- 
haps a sign of the country’s innocence in these affairs, that Mr 
Bush should be hurried to safety in Nebraska in the first in- 
stance, rather than to the White House or to the ruins in Man- 
hattan or Washington. At such times the president's security 
ought not to be the overriding priority: exercising leadership, 
and being seen to do so, must come first. But if it is fair to call 
that a momentary mis-step, it was soon put right. The com- 
mander-in-chief was quickly seen to take command, and then 
acquitted himself with credit. 


From horror to action 
The testing, however, has barely begun. The immediate task of 
clearing the debris, recovering the dead and counting the full 
human cost will be daunting in the extreme. (In some ways, 
the first telephoto images, awesome though they were as spec- 
tacle, disguise the human toll of pain and distress.) And as that 
awful work proceeds, in circumstances hardly conducive to ra- 
tional analysis, an adequate response to the atrocities must be 
framed. That is the greatest challenge of all. It must not be a 
task that the United States undertakes alone. 

Even the simplest and most obvious prescriptions, to do 
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with improving security at domestic airports, pose a di- 
lemma. For years, visiting Europeans have been either 
alarmed or delighted, according to temperament, to discover 
that boarding an airliner in America is as easy as boarding a 
train back home: bags checked at the kerb, tickets issued at the 
flash of a driving licence, minimal or no inspection of cabin 
baggage. This, it now sadly emerges, was a fool’s paradise. Se- 
curity at America’s airports will have to be brought up to the 
same stifling standards as those endured in the rest of the de- 
veloped world. That will entail much longer queues, much 
more bureaucracy and even more delays in an industry al- 
ready detested for all these things. 

Still, that is largely a matter of mere nuisance. Much more 
worrying is that a new balance between liberty and security 
may have to be struck more broadly, and not justin the United » 





> States. This issue, at any rate, will have to be faced. The attacks 
called for meticulous planning and co-operation among an ex- 
tended network of conspirators, yet apparently took the au- 
thorities entirely by surprise. This was an extraordinary failure 
of intelligence-gathering. Critics have long argued that Amer- 
ica and its allies have come to rely too much on high-technol- 
ogy snooping for counter-terrorism purposes and not enough 
on old-fashioned human spying. To meet the threat of an ene- 
my without compunction, who sets the value of human life at 
naught, governments will need to beef up both. But there is a 
heavy cost. Spying infringes everyone’s freedom, everyone’s 
privacy, not just that of the enemy. Just where this balance 
will be struck, or should be struck in a liberal democracy, re- 
mains unclear. In the face of the implacable evil witnessed 
this week, the answer may have changed. 

Next comes the question of America’s overall defence pos- 
ture, and that of its allies. Mr Bush has given pre-eminence in 
foreign policy to missile defence. As this paper has said before, 
itis hard to see why America should be prevented from build- 








ing a shield to defend itself and its friends against incoming 
missiles from rogue states if it wants to do so; no country 
should be deprived of the right to defend itself. Yet any idea 
that such a shield, if it can be constructed at all, would be 
enough by itself to guarantee American security, was far- 
fetched all along. Now it lies with the rubble. Among the ene- 
mies of America and the West are men who do not fire mis- 
siles, but who hijack aircraft full of fuel and fly them into 
crowded buildings. The missile-shield programme, whatever 
its merits, must not militate against efforts to improve security 
against other kinds of threat. 


Stand together 

Counter-terrorism, depending as it does on the pooling of in- 
formation, also requires international co-operation, some- 
thing which Mr Bush has, at a minimum, failed to emphasise 
in his approach to foreign policy. The United States has had 
good reason in the past to be sceptical about the value of some 
of its alliances and commitments. And itis right for Mr Bush to 
put American interests first—all governments should put their 
own national interests first. But mutually compatible national 
interests are often best served through co-operation. Without 
doubt, when it comes to international terrorism, a new spirit 
of common resolve is indispensable. America’s alliesin NATO 
have proclaimed their willingness to stand up and be counted 
by invoking for the first time in the history of the organisation 
its Article 5 on mutual defence, which binds the signatories to 
regard an attack on one member as an attack on all. That is 
what it was: an attack on all. The symbolism of the gesture is 
everything one could wish. Now America must demand, and 
receive, the tangible support it implies. 

Lastly comes the question which is uppermost in most 
minds, the most treacherous question of all—that of retalia- 
tion. The problem is not merely that the American authorities 
still seem unsure who is to blame. Suspicion points to Osama 
bin Laden, but there are other possibilities, including, just con- 
ceivably, home-grown lunatics. Soon it will no doubt be possi- 
ble to say with confidence who the perpetrators were. But if it 
does turn out to be bin Laden, that by itself will not give the an- 
swer to the question: “How much force in reply?” 

America and the West—again, in their own interests—must 
recognise and reflect upon the hostility they face in parts of the 
world. Scenes of Palestinians and other Muslims celebrating 
this week’s horrors may seem an unendurable provocation, 
but America must take care in the coming days that it does not 
create more would-be martyrs than, through military action, it 
can destroy. The strategy—easier said than done, to put it 
mildly—must be to make friends with opponents who are ca- 
pable of reason, while moving firmly against those who are 
both incapable of it and willing to resort to, or assist in, acts 
such as those seen this week. The response of America and its 
allies should not be timid, but it should be measured. 

Is there a danger that America will choose, in the end, to re- 
treat behind a different kind of shield—not one that guards 
against missiles, but one that aims to shut out the world? The 
United States, no less than other great powers, has had an iso- 
lationist streak (George Washington said it was his true policy 
“to steer clear of permanent alliances with any portion of the 
foreign world”). Our belief, and our fervent hope, is that the 
answer is No. Thanks to America, and only thanks to America, 
the world has enjoyed these past decades an age of hitherto 
unimagined freedom and opportunity. Those who would de- 
flect it from its path must not, and surely will not, succeed. m= 
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The new enemy 
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The assault on the United States will forever change the way America looks at itself 


and at the world. 


EPTEMBER 11th 2001 will be a date that 

America never forgets. Early on Tues- 
day morning terrorists simultaneously 
commandeered four passenger aircraft fly- 
ing from Newark, Boston and Washington, 
DC. On the evidence of cellphone calls 
from inside the hijacked airliners, groups 
of between three and six terrorists herded 
passengers and crew into the back of each 
craft, threatening them with knives and 
cardboard-cutters. 

Two of the planes flew straight into the 
twin towers of the World Trade Centre, 
felling both structures an hour later while 
thousands of people were presumably 
still trapped inside. A third ploughed into 
the Pentagon. The fourth crashed into a 
field in Pennsylvania, apparently after the 
passengers decided to overpower the hi- 
jackers when they heard, again over cell- 
phones, of what had happened in New 
York. The aircraft had been aimed, it 
seems, at the heart of Washington. 

For Americans, these terrible events are 
epoch-making, changing the landscape of 
geopolitics as indelibly as they have de- 
faced the skyline of Manhattan. Current 
debates about budget deficits and the In- 
ternet boom now seem frivolous. The 


country’s sense of invulnerability, built on 
its superpower status, has been violated. 
America has learned that it is not merely 
vulnerable to terrorism, but more vulner- 
able than others. It is the most open and 
technologically dependent country in the 
world, and its power attracts the hatred of 
the enemies of freedom everywhere. The 
attacks have shattered the illusions of post- 
cold war peace and replaced them with an 
uncertain world of “asymmetric threats”. 

The parallels with Japan’s attack on 
Pearl Harbour in 1941, which brought 
America into the second world war, have 
been widely drawn and are in large part 
justified. There was the same shock of sur- 
prise. Colin Powell, the secretary of state, 
said there had been no credible warning. 
The enemy struck at the symbols of Amer- 
ican might—its economic, military and (in 
intention at least) political power. The 
principal difference was that the targets 
were on the mainland, not thousands of 
miles offshore. 

Even though the dead will not be 
counted for days, the casualties were al- 
most certainly greater than the 2,403 who 
died at Pearl Harbour. This was the deadli- 
est day’s military action against Ameri- 
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cans since the civil war. It represents a pro- 
found change both in the scale and the 
complexity of operations mounted by any 
terrorist group. 

At Pearl Harbour, America could imme- 
diately identify its aggressor. The experi- 
ence of the Oklahoma City bombing- 
blamed at first on Middle Eastern action, 
but later discovered to be perpetrated by 
an American—enjoins caution this time. 
But a growing amount of evidence points 
towards Islamic extremists, including, 
some say, the date itself. September 11th 
1922 was the day when a British mandate 
came into force in Palestine, over the heads 
of unyielding Arab opposition. 

In particular, America’s leaders seem 
increasingly convinced that Osama bin 
Laden was responsible. He is one of the 
very few terrorists with the organisational 
power to carry out such an operation. Mr 
bin Laden's people recently talked of plan- 
ning “very, very big attacks” on America. 
As Peter Bergen, the author of a forthcom- 
ing book on Mr bin Laden points out, all 
his operations have been preceded by 
boasts of this sort. They were not, alas, 
credible enough for the CIA. 

Assuming that the enemy is Mr bin 
Laden, then the biggest difference from 
Pearl Harbour may eventually be that 
America has no clear idea about what it 
means to go to war with him. In the imme- 
diate aftermath, America briefly behaved 
as if war had been joined in the old way. 
Financial markets were closed. Traffic into 
the capital was turned away. The ordinary 
business of life—airline flights, sporting 
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The administration 
Delayed reaction 


WASHINGTON, DC 
Who wasrunning the country? 


HE terrorists may not have suc- 

ceeded in paralysing the American 
government, as they clearly intended. 
But they certainly sent it into a defensive 
crouch. Until dusk on Tuesday the need 
to protect the lives of leading politicians, 
particularly the president, seemed to 
override all other considerations, such 
as rallying public opinion. 

George Bush was told that a second 
aircraft had hit the World Trade Centre 
while he was visiting a school in Sara- 
sota, Florida. He wanted to return to 
Washington. But the gigantic security ap- 
paratus that surrounds the president had 
different ideas. Convinced that the presi- 
dent was a target, they kept him airborne 
on Airforce One for much of the day. At 
one point, officials contemplated keep- 
ing him overnight in an underground 
bunker at the Strategic Command near 
Omaha, at the controls of the country’s 
nuclear arsenal. 

The obsession with security was per- 
vasive. Dennis Hastert, second in the 
line of presidential succession, was 
whisked away on helicopters to an un- 
disclosed “secure location”. So were 
other congressional leaders. The vice- 
president, Dick Cheney, and Con- 
doleezza Rice, the national security ad- 
viser, remained in an underground 
bunker in an otherwise evacuated White 
House. 

With key officials either in the air or 
underground, the job of reassuring the 
country fell, for the most part, to local 
politicians and retired dignitaries. Rudy 
Giuliani was a pillar of strength. Old 
hands such as Lawrence Eagleburger put 
the horror in context. In mid-afternoon, 
Mr Bush’s counsellor, Karen Hughes, ap- 
peared at FBI headquarters to insist that 


> was shut. For a few hours, the government 
itself seemed headless, as the secret ser- 
vices spirited away the president and lead- 
ers of Congress to secure, secret spots. 

Yet the assault of September 11th 
presents America not with a military chal- 
lenge of the old definable sort but with a 
dilemma of a new type. The attacks were 
essentially on America’s way of life. The 
temptation is to defy those attacks by go- 
ing about the nation’s business as usual. 
But that, of course, is not possible or desir- 
able. At a minimum, stricter airport secu- 
rity will be imposed. The bigger question 
is how America, without compromising 
its Own open society, can defend itself 
against a suicidal enemy who uses the 
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The first news 


“your federal government continues to 
function effectively.” 

The vacuum was filled at about 7pm 
when Marine One, the presidential heli- 
copter, ferried Mr Bush to the South 
Lawn of the White House. Mr Bush had 
finally decided that this hopscotching 
could not continue. In an important 
symbolic moment, he snapped a salute 
to his Marine guards and strode across 
the lawn to the Oval Office. 

In the evening, a succession of cabi- 
net ministers addressed the country; Do- 
nald Rumsfeld spoke from the shattered 
Pentagon. About 150 members of both 
houses of Congress massed on the steps 
of the Capitol to listen to Mr Hastert and 
Tom Daschle pledging that America 
would stand united against terrorism. 
They then burst into a spontaneous ren- 
dition of “God Bless America”. 

Just after 8.30pm, Mr Bush spoke to 
the country from the Oval Office. He was 
forceful and to the point; but the impor- 
tant thing was the sight of the president 
back in place, in charge at last. 


very infrastructure of an open economy in 
order to wage war. 

The answer will not be clear for years, 
and will depend crucially on the outcome 
of America’s likely reprisals, unlaunched 
as The Economist went to press. But a few 
conjectures can be attempted. 

Mr Bush called these “not acts of terro- 
rism but acts of war”. In other words, he 
will treat the assault not as a matter for an 
international criminal tribunal (as hap- 
pened after the destruction of Pan Am 103 
in 1988) or a cause for pinpoint cruise mis- 
siles (as after the bombing of America’s 
embassies in Kenya and Tanzania in 1998) 
but as a casus belli. Who then would be the 
targets of that war? Mr Bush answered: 
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“We will make no distinction between the 
terrorists who committed these acts and 
those who harbour them.” This must 
mean America is considering attacks on 
the military bases and government build- 
ings of the countries that give Mr bin 
Laden and his like safe harbour: Afghani- 
stan, of course, but possibly also Iraq (im- 
plicated in an earlier attempt on the World 
Trade Centre) and Iran, with the fainter 
likelihood of Pakistan, Sudan and Syria. 

Such a policy would obviously chal- 
lenge America’s allies, some of whom, no- 
tably France, have condemned mild at- 
tacks on Middle East terrorists. But the 
scale of the killings may change allied 
minds. The day after them, NATO invoked 
Article 5 of its treaty for the first time: this 
says that an attack on one memberis an at- 
tack on all. Mr bin Laden has previously 
shown an interest in acquiring chemical 
and nuclear weapons. The mass murders 
in New York and Washington show the 
seriousness of that possibility. NATO may 
well take the view that the next time he 
strikes, there will be amushroom cloud. 

Counter-terrorism will also take centre- 
stage in America’s reordering of its defence 
priorities. In March, a commission on na- 
tional security chaired by former Senators 
Gary Hart and Warren Rudman argued 
presciently that a “catastrophic attack 
against American citizens on American 
soil is likely over the next quarter-century. 
The risk is not only death and destruction 
but also a demoralisation that could un- 
dermine us global leadership. In the face 
of this threat, our nation has no coherent 
or integrated government structures.” 

The report argued that the Pentagon 
should be reorganised to reflect these 
threats; that the special operations divi- 
sion dealing with “low intensity” conflicts 
should be given more clout (critics claim it 
has been downgraded by the priority 
given to missile defence); and that a coun- 
ter-terrorism tsar should be created, with 
cabinet rank, to co-ordinate the many dif- 
ferent agencies that get in each other's way 
when responding to terrorism. On May 
8th, the vice-president said he would take 
over this task. 

Lastly, the attacks may seem to vindi- 
cate critics of Mr Bush’s proposed missile 
defence, who say the biggest threat to 
America comes not from missile pro- 
grammes of rogue states, but from terro- 
rists’ “suitcase bombs”. Logically, that 
point may be justified. But in their new 
vulnerability Americans may want de- 
fence of all sorts—and be willing to pay for 
it. You don’t tear up your fire insurance be- 
cause your house has been flooded. 

Such arguments will form the debates 
of a new era of shadow war. No one can 
know in advance where they will lead. But 
wherever it is, the starting point is the aw- 
ful wreckage in lower Manhattan under 
which so many Americans lie buried. = 





New York 


No surrender 


NEW YORK 
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Terrorism has crushed the World Trade Centre, but not New York's spirit 


66 TOR your safety, leave.” This was the 
urgent message broadcast by police 
in lower Manhattan on the morning after 
the World Trade Centre was destroyed by 
suicidal terrorists. In its own strange way, 
the need for such an announcement dem- 
onstrated the resilience of New Yorkers. 
Rather than fleeing the disaster, they were 
already hoping to return to their homes or 
offices, to volunteer their help, or to gaze in 
awe at the gigantic funeral pyre that used 
to be the symbol of New York’s financial 
pre-eminence. 
Within hours of the attack the city had 
become a police state. All the bridges and 


Washington, DC 
A scarred capital 


WASHINGTON, OC 


tunnels giving access to Manhattan were 
sealed; you could leave but not get back. By 
the next day, Manhattan was a series of 
zones of varying degrees of militarisation. 
Most extreme was the southern tip of the 
island, including the financial district, 
where only rescue workers were allowed 
in. Most of this area was carpeted with sev- 
eral inches of ash, probably including as- 
bestos. Thick smoke still poured from the 
gap that used to be the twin towers. The 
only sounds were of sirens and bulldozers. 
It is likely to remain that way for days to 
come. Normality returned block by block 
as you moved uptown. By midtown, 


The citizens of Washington have also been through a nightmare 


IS a grisly measure of the devastation 

visited on New York that the murder 
and mayhem wrought on the nation’s 
capital seem mild. By any other compari- 
son, the attack on the Pentagon would 
probably have counted as America’s 
worst disaster. Estimates for those who 
died range from 100 to 800, though Do- 
nald Rumsfeld, the defence secretary, in- 
sists the latter may be too high. 

When American Airlines flight 77 tore 
a gaping hole in one of the largest office 
buil in the world, it dragged the 
capital from the complacent calm of a 
sunny September morning into an eerie 
world of destruction, tension and terror. 
As thick plumes of smoke billowed into 
the sky across the Potomac, the city was 
transformed in minutes. Government 
buildings—the White House, Treasury, 
State Department and Congress—were 
evacuated at speed. Politicians literally 

peared, whisked off to unknown 
safe houses in cars and helicopters. At 
the Capitol, staff streamed from exits as 
police told them to run, amidst fears of 
another air attack. 

Within half an hour, downtown 
streets were teeming as offices closed. 
Queues for pay phones stretched a 
dozen deep; cell-phone networks col- 
lapsed as thousands of Washingtonians 
tried to call home. Groups of people 
huddled around transistor radios in 
scenes reminiscent of a generation be- 


fore the information age. Rumours 
swirled. There were reports—later 
proved false—of car bombs outside the 
State Department, fires on the Mall and 
attacks on the Capitol. 

The mood was tense, but not one of 
panic. People remembered Dallas when 
Kennedy was shot; they nodded when 
politicians talked of Pearl Harbour on 
the radio. Food stalls with their radios 
turned on did a roaring trade. Seven of- 
fice workers jammed on a pick-up truck 
claimed they were “off to ”, But 
most people looked sombre and scared. 
And within a couple of hours they had 
all gone. The streets were deserted, save 
for emergency vehicles and snipers on 
roofs. Washington had emptied, and 
with all roads into the city closed, the 
capital—like America itself—seemed 
sealed off. 

At the Pentagon, the hijacked aircraft 
ripped a 200-feet-wide (61-metre-wide) 
hole in one side of the building. Mr 
Rumsfeld helped people on to stretchers 
before being whisked off to the National 
Military Command Centre, deep inside 
the compound. Twenty-four hours later, 
the fires were still burning at the Penta- 
gon. Even though offices had reopened, 
security was still tight with soldiers from 
the National in armoured person- 
nel-carriers on the streets. Mr Bush vis- 
ited the site, and the grim search for 
bodies continued. 
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streets were quite crowded, and restau- 
rants were doing a brisk trade. 

If the terrorists thought they would trig- 
ger a widespread panic, they failed. Quite 
the opposite occurred. New York rose to 
the dreadful challenge. Cab drivers ripped 
out seats to ferry victims from the scene. 
Hundreds of thousands of workers re- 
mained calm as they evacuated down- 
town, walking quietly uptown and across 
bridges, even as the towers collapsed be- 
hind them. So many people offered to do- 
nate blood that many were turned away. 
Those lucky enough to get service on their 
cell-phone were sharing it with others des- 
perate to contact loved ones. The worst in- 
cident—a Middle-Eastern-looking taxi 
driver being screamed at—would sadly 
count as normality on any other day. 

The next week will test this resilience. 
Everyone will know someone who has 
died. (In this respect, the destruction of the 
World Trade Centre will surely exceed 
other epochal events in the city’s history, 
such as the sinking of the Titanic.) Two 
industries have been hit particularly 
hard—finance and the rescue services (po- 
lice and fire). New York’s finest lived, and 
died, in keeping with their reputation. Fi- 
nancial workers descending stairs 35 sto- 
reys up the World Trade Centre tell of fire- 
fighters carrying heavy equipment climb- 
ing past them up into the gloom. Probably 
none of them made it out. 

With hindsight, the emergency re- 
sponse made the death-toll higher. Many 
who obeyed the first building-wide an- 
nouncements to remain calmly in their of- 
fices died as a result of that decision. 
Thankfully, many headed straight for the 
exit. The plan was that only people in the 
floors immediately above and below the » 
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> fire were to be evacuated, so as to avoid a 
stampede. 

Those in charge never imagined that 
the building, designed to survive the im- 
pact of an air crash, could collapse. But the 
terrorists used aircraft bound for the west 
coast and laden with fuel. They generated 
such heat when they exploded that steel 
girders supporting the building melted. 
Collapse was so unthinkable that the fire 
department's command centre was set up 
too close and was crushed when the build- 
ing fell, killing senior officers. 


The aftermath 

It remains to be seen if anybody deserves 
blame for this costly error. What is clear is 
that New York had devoted at least as 
much hard thought to responding to terro- 
rist attack as any other city. Emergency 
procedures were greatly improved after 
the bomb attack on the World Trade Centre 
in 1993—which killed six people and in- 
jured around 1,000, and made it clear to of- 
ficials that things could have been much 
worse. Better lighting in stairways in the 
twin towers certainly saved lives. Plans for 
smoothly co-ordinating emergency ser- 
vices were hampered when the mayor's 
state-of-the-art office of emergency man- 
agement had to flee to a fire station after 
being evacuated from a building that later 
collapsed. 

The mayor himself, Rudolph Giuliani, 
was an inspirational figure. He was on the 
scene immediately, and came close to be- 
ing killed in the collapse. His personality 
can sometimes grate, but here he rallied 
rescue workers, spoke wisely from the 
heart, and alongside his old foe, Governor 
George Pataki, embodied the bloodied but 
unbowed spirit of New York. The city, he 
said, would come out all the stronger. He 
will have won back at a stroke much of the 
affection lost by his misjudgments over 
policing and his personal life in recent 
years. And as Mike Tomasky, a columnist 
at New York Magazine puts it: “With doz- 
ens of freshly buried police officers under 
the rubble, I don’t think that police brutal- 
ity will now be top of anyone’s mind.” 

Under Mr Giuliani New York has been 
a city reborn, enjoying until recently a 
booming economy and dramatic reduc- 
tions in crime. Term limits will force him 
out of office in January. The primaries to 
select his replacement were due to take 
place on the day of the attack, and were 
swiftly postponed. New Yorkers may now 
wish that the election itself were put off in- 
definitely. Certainly, the tone of the elec- 
tion may now change. 

The irony, says Mark Schmitt, a former 
political adviser to Bill Bradley, a Demo- 
cratic senator and presidential candidate, 
is that until now the city’s mayoral hope- 
fuls have assumed New Yorkers want 
someone different from Mr Giuliani. They 
have thus distanced their personal styles 


from his. “Now everyone is starting to say; 
‘Thank God Giuliani was there: we need 
another like him.” 

The worry is that the destruction of the 
World Trade Centre will come to symbol- 
ise the end of the good times under Mr 
Giuliani, and the beginning of a backslide. 
Has the city’s good luck run out? Mr Giu- 
liani has proclaimed “business as usual”, 
and urged New Yorkers to go about eating 
and shopping as if it were any other day. 
He has also set up an emergency “econ- 
omic development task-force”, including 
prominent business leaders, to send out a 
signal of confidence. A big challenge will 
be to reassure tourists, who during the 
summer were flocking to the city as never 
before—although this is likely to depend 
more on the actions of the federal govern- 


ment, which has to prevent a repeat of this 
attack, than anything New York can do. 

The recovery of the city will not be 
complete while a gaping hole remains in 
its famous skyline. One option is to build a 
memorial, like that in Oklahoma, com- 
memorating those murdered by Timothy 
McVeigh. Mr Giuliani says that some sub- 
stantial building will be built on the site, 
though its precise shape remains to be de- 
cided. Robert Stern, dean of the Yale 
School of Architecture, suggests rebuilding 
the Twin Towers, either identically or in 
some new version, as a symbol of de- 
fiance. “Its destruction was a horrible act, 
and we should show that we can’t be de- 
feated.” That looks unlikely; but it would 
reflect the current indomitable spirit of a 
city that will never give in. = 





The perpetrators 


Who did it? 


The prime suspect is Osama bin Laden. Proving his guilt will be another matter 


FSS on in the assault, George Bush 
talked about an “apparent” terrorist at- 
tack. Although suspicion immediately fell 
on the FBI's most wanted man, Osama bin 
Laden, Mr Bush's caution is reasonable. 
The last time America witnessed an out- 
rage on a remotely similar scale, in Okla- 
homa City in 1995, officials were quick to 
blame Muslim fanatics, only to discover 
that an American had done it. 

That seems unlikely this time around. 
Americans are not prone to suicide attacks. 
The right-wing militia movement that 
spawned Timothy McVeigh, the Okla- 
homa bomber, is a shadow of its former 
self. The group to which McVeigh himself 
once belonged no longer has enough 
members with military experience to con- 
duct proper training exercises. The likeli- 
hood of one of its counterparts marshal- 
ling the expertise to hijack and fly four 
commercial airliners is small. And the mi- 
litia movement is now closely watched. 
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On the other hand, American intelli- 
gence about the Middle East has suffered 
lately, thanks to Arab anger at the plight of 
Iraqis under sanctions and Palestinians 
under Israeli occupation. Since the Pal- 
estinian intifada began last year, the State 
Department has worried that an outraged 
Arab might imitate the suicide bombings 
now common in Israel. It has issued sev- 
eral warnings about the threat of terrorist 
reprisals, including one on September 7th 
Suggesting that militants might target 
Americans in Japan or South Korea. That 
implies that America had indeed expected 
an attack, but had disastrously bad intelli- 
gence about its nature. 

Investigators have already turned up 
evidence pointing to Arab involvement. 
The Boston Herald has claimed that several 
men from the United Arab Emirates, in- 
cluding a trained pilot, had boarded one of 
the hijacked flights. Flight-training man- 


uals in Arabic were reportedly found in a » 
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What did he do? 


> car parked outside Boston airport, where 
two of the planes were hijacked. Two sus- 
pects flew down to Boston from Portland, 
Maine—close to the Canadian border. 
There were also reports of triumphant 
telephone calls after the attack from Mr bin 
Laden’s followers. On Wednesday, arrests 
‘ apparently connected to the investigation 
were made in Boston and Florida. 

But even if, as seems likely, the authori- 
ties soon establish that the perpetrators 
were Muslim militants, they will find it 
harder to work out who sent them. Latter- 
day Islamic terrorists operate more 
through a loose fraternity than through 
rigidly hierarchical organisations. Past ar- 
rests of suspected militants in Canada, 
Germany, Britain, France and Jordan, as 
well as the United States, leave a picture of 
like-minded individuals providing one an- 
other with frequent support, occasionally 
coalescing into groups for specific attacks. 

Many of these comrades, including Mr 
bin Laden, made one another's acquaint- 
ance while fighting in Afghanistan. It may 
be possible to show that Mr bin Laden 
knew the perpetrators, but the paper trail 
is unlikely to reveal more than that. Ac- 
cording to a Pakistani newspaper, he has 
already denied direct involvement. 

Nonetheless, there are several reasons 
to suspect Mr bin Laden. First, he is one of 
the few terrorists capable of orchestrating 
such a daring and complicated series of at- 
tacks. He was blamed for the audacious as- 
sault on the uss Cole in Yemen last year, 
when suicidal militants steered a dinghy 
full of explosives into the American war- 
ship in Aden harbour. Mr bin Laden spe- 
cialises in multiple attacks. Members of his 
organisation, al-Qaeda, carried out simul- 
taneous attacks on the American embas- 
sies in Kenya and Tanzania in 1998, accord- 
ing to testimony given in atrial this year by 


Afghanistan 
A bitter harvest 


LAHORE 
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The sufferings of Afghanistan come to New York 


N ITS understandable rage for justice, 

America may be tempted to overlook 
one uncomfortable fact. Its own policies 
in Afghanistan a decade and more ago 
helped to create both Osama bin Laden 
and the fundamentalist Taliban regime 
that shelters him. 

The notion of jihad, or holy war, had 
almost ceased to exist in the Muslim 
world after the tenth century until it was 
revived, with American encouragement, 
to fire an international pan-Islamic 
movement after the Soviet invasion of 
Afghanistan in 1979. For the next ten 
years, the c1a and Saudi intelligence to- 
gether pumped in billions of dollars’ 
worth of arms and ammunition through 
Pakistan's Inter-Services Intelligence 
agency (Is1) to the many mujahideen 
groups fighting in i 

The policy worked: the Soviet Union 
suffered such terrible loses in Afghani- 
stan thatit withdrew its forces in 1989, 
and the humiliation of that defeat, fol- 
lowing on from the crippling cost of the 
campaign, helped to undermine the So- 
viet system itself. But there was a terrible 
legacy: Afghanistan was left awash with 
weapons, warlords and extreme reli- 
gious zealotry. 

For the past ten years that deadly 
brew has spread its ill-effects widely. 
Pakistan has suffered terrible destabil- 
isation. But the afghanis, the name given 
to the young Muslim men who fought 
the infidel in Afghanistan, have carried 
their jihad far beyond: to the corrupt 
kingdoms of the Gulf, to the repressive 
states of the southern Mediterranean, 
and now, perhaps, to New York and 
Washington, DC. 

Chief among the afghanis was Mr bin 


some of those convicted for the bombings. 
Again, however, prosecutors could not 
prove that Mr bin Laden ordered the at- 
tacks. America also fingered him for an- 
other (foiled) plot, to bomb a string of air- 
ports and aircraft on the eve of the 
millennium. 

Next, Mr bin Laden recently released a 
long video, during which he repeated his 
usual fulminations against America. An 
Arab journalist in London says he had 
heard talk of an “unprecedented” action 
against the United States. That fits Mr bin 
Laden’s habit of circulating virtual ad- 
vertisements of forthcoming attacks. 

Above all, the World Trade Centre has 
particular resonance for Mr bin Laden. It 
was there that the first big terrorist attack 


Laden, a scion of one of Saudi Arabia’s 
richest business families. Recruited by 
the Saudi intelligence chief, Prince Turki 
al Faisal, to help raise funds for the jihad, 
he became central to the recruitment 
and training of mujahideen from across 
the Muslim world. Mr bin Laden fought 
against the Russians on the side of the 
1si's favourite Afghan, Gulbuddin Hik- 
matyar, whose Hezb-e-Islami party be- 
came the largest recipient of cra money. 

After the Russians withdrew from Af- 
ghanistan in 1989, the Americans 
quickly lost interest in the country anda 
struggle for power erupted among the 
mujahideen. But since no group was 
strong enough to capture and hold Ka- 
bul, the capital, Afghanistan slumped 
into anarchy. In 1995-96, a movement of 
Pathan students—Taliban—from religious 
schools in the border regions of Afghani- 
stan and Pakistan swept the country, 
promising a restoration of order. They 
enjoyed Pakistani backing, and almost 
certainly the approval of the Americans. 

Meanwhile, Mr bin Laden had be- 
come a self-avowed enemy of America, 
appalled at the presence of American 
troops on holy Saudi soil during the Gulf 
war. Exiled to Sudan, he was soon forced 
to leave. He secretly returned to Afghani- 
stan, becoming a guest of the Taliban, 
whose interpretation of Islam and hos- 
tility to the West he shares. After attacks 
on two American embassies in 1998, 
America tried to persuade the Taliban to 
surrender him. When the regime re- 
fused, the Americans retaliated by rain- 
ing cruise missiles on guerrilla camps in 
Afghanistan. The Taliban have stead- 
fastly refused to hand Mr bin Laden 
over. As their guest he remains. 


on American soil was mounted, in 1993, 
when a group of Egyptian, Pakistani and 
Palestinian terrorists planted a car bombin 
the basement car park of one of the now- 
toppled twin towers. American investiga- 
tors have long suspected that Mr bin Laden 
was involved. 

A doubt is raised, however, by recent 
testimony in the trial of the East African 
bombers. Mr bin Laden's former asso- 
ciates suggested that he was running short 
of funds. They also described endless bick- 
ering and confusion among his men. His 
former accountant, America’s star wit- 
ness, stormed out of al-Qaeda after being 
refused a loan. If he was behind yester- 
day’s horrors, Mr bin Laden had clearly 
found some more dedicated employees. m 





The Middle East 


Mixed emotions 


CAIRO 


The Israelis claim vindication. Arabs fear the worst 
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Gaza’s joy faded 


T Middle East reacted to America’s 
tragedy with a predictable jumble of 
emotions. In Israel, there was universal 
horror and sympathy, tinged with more 
than a hint of “We told you so.” The Pal- 
estinians passed swiftly through several 
phases, ending with a near-universal feel- 
ing of foreboding and dismay. 

The constant refrain in Israel, right 
across the political spectrum, was “Now 
the world will understand us.” The attacks 
on America, said the daily Ma’ariv, were 
“the most important public relations act 
ever committed in our favour.” If the at- 
tack on the twin towers is America’s sec- 
ond Pearl Harbour, Israel sees itself as a lat- 
ter-day Britain, fighting alone against the 
scourge of terrorism until America is galva- 
nised, belatedly but not too late, into lead- 
ing anew world war to save civilisation. 

Shimon Peres, Israel’s foreign minister, 
urged Yasser Arafat, the Palestinian leader, 
to see the cataclysm as an opportunity to 
distance himself from the region’s radicals 
and resume peace talks with Israel. But on 
Israel’s own radical right there are some 
who want to seize the chance to dismem- 
ber the Palestinian Authority and drive out 
Mr Arafat. “We must destroy the terrorist 
regime that confronts us,” wrote Binyamin 
Netanyahu, a former prime minister, in an 
unmistakable reference to the Authority. 

Mr Arafat, visibly shaken by the attacks, 


seemed to take Mr Peres’s advice. He was 
quick to declare the terrorist strikes “a 
crime against all humanity and notjustthe 
Americans”. On September 12th, he de- 
ferred a long-heralded visit to Damascus 
that was to have signalled to Washington 
that he would seek harder-line allies if 
America and the Arab moderates contin- 
ued to disappoint him. The time was not 
right, he wisely decided, for such a signal. 

Mr Arafat’s police force also clamped 
down quickly on displays of joy by Pal- 
estinians in East Jerusalem and on the 
West Bank. Such scenes were real, of 
course. The Bush administration’s appar- 
ent disengagement from the region, cou- 
pled with Israel’s use of sophisticated 
American weaponry to target Palestinians, 
has instilled a sense that Americais no lon- 
ger just Israel’s distant benefactor, but is 
complicit in Israeli “crimes”. 

Yet there is another side. The carnage in 
America is widely seen as having set back 
a range of Arab causes, especially the Pal- 
estinian campaign to win global sympa- 
thy. A recent poll found that three out of 
four Americans backed the idea of a Pal- 
estinian state. In the short term, Palestin- 
ians are now afraid that Israel can ratchet 
up its military operations in the West Bank 
and Gaza with little chance of facing an 
American rebuke. On September 12th and 
13th, when an Israeli armed incursion into 
the West Bank town of Jenin left at least 12 
Palestinians dead, America’s media hardly 
noticed. The more America equates the 
Palestinian struggle for national indepen- 
dence with “terror”, the more latitude it is 
likely to grant Israel in crushing it. 

In a reflection of such anxieties, Arabic 
media coverage quickly shifted from fac- 
tual reporting of the atrocities to an- 
guished predictions that Arabs and Mus- 
lims were likely to be blamed for them. 
The first group to be named in connection 
with the hijacking in the world media, the 
radical Democratic Front for the Liberation 
of Palestine, immediately denied the 
charge. Fear of being singled out as scape- 
goats also prompted some of America’s 
staunchest foes in the region—from Hizbol- 
lah in Lebanon, to Muammar Qaddafi in 
Libya, to other militant Palestinian factions 
from left and right—to swift and fulsome 
denials of any link with the attackers. 
There was horror in these denials too. 
Even among America’s most bitter Arab 
critics, there is scant satisfaction for this 
spectacular and bloody “revenge”. m 





Solidarity from Europe 


Old friends, best 
friends 


BRUSSELS 
By declaring the assault to be an attack 
on NATO, Europe has acted decisively 


‘ome can be no doubting the sincerity 
or the depth of the shock and sympa- 
thy felt in Western Europe after the attacks 
on New York and Washington. Relations 
between the European Union and Amer- 
ica have been strained in recent months. 
There have been disagreements over trade, 
global warming and missile defence. But 
these have been set aside. 

The Eu leaders were not mouthing plat- 
itudes as they expressed their horror at the 
death and destruction across the Atlantic. 
Nor were America’s NATO allies inclined 
to mince words of powerful symbolism: 
for the first time in its history, the NATO al- 
liance that binds Europe and North Amer- 
ica invoked Article 5 of its mutual defence 
treaty, declaring this attack on America, if 
directed from abroad, to be an attack on all. 

In Brussels flags of the Eu flew at half 
mast and diplomatic receptions were can- 
celled. Football matches in the Champions 
League were suspended. September 14th 
was declared as a day of mourning across 
Europe, and three minutes of silence will 
be observed across the Eu. On the day of 
the attacks, a clearly shocked and emo- 
tional Tony Blair vowed that Britain would 


stand “shoulder to shoulder” with Amer- »» 





All for one, one for all 


-_— 





> icain seeking out and punishing the perpe- 
trators. Gerhard Schröder, Germany's 
chancellor, summed up the general Euro- 
pean reaction, calling the attacks “a declar- 
ation of war on the free world”. 

Might this boundless solidarity actu- 
ally encompass military action? The coun- 
cil of the 19-member NATO alliance, at its 
headquarters in Brussels, held three emer- 
gency meetings within 36 hours of the at- 
tack. Lord Robertson, its secretary-general, 
held a rare joint meeting with the Evu’s for- 
eign ministers. Senior NATO officials ac- 
knowledged that under Article 5 of the At- 
lantic alliance’s founding treaty, all 
members would be obliged to “take such 
action as is deemed necessary including 
the use of armed force”, in common de- 
fence of NATO territory. 

Some, including in the United States, 
had assumed that this mutual defence 
commitment was increasingly meaning- 
less in the modern world, with the Russian 
threat on the wane. NATO, it was argued, 
was becoming more of an amorphous col- 
lective security club, rather than a tight col- 
lective defence alliance, with its forces 
now committed to leading peacekeeping 
coalitions in the Balkans rather than de- 
fence of its members’ territory. That mood 
may now change with the attacks on 
America. But any joint military action will 
obviously depend on developments in the 
crisis, not least identifying an enemy. 

Not everybody in Europe sang from the 
same sheet. On the fringes of the European 
left there were voices suggesting that the 
attacks on America were a consequence of 
the evils of American foreign policy. 
George Galloway, a Labour mp in Britain 
known for his sympathies with Iraq, wrote 
in the Guardian newspaper that the attacks 
were “a challenge to the hitherto untram- 
melled ability of the us to deal out death 
and destruction.” Horrific rants appeared 
from the anti-globalisation camp. 

The reaction of the French left, often re- 
garded as reflexively anti-American, was 
very different. Jean-Marie Colombani, the 
editor of Le Monde, wrote a column head- 
lined “We are all Americans” and dis- 
missed the idea that the attacks were the 
revenge of the world’s dispossessed on 
America as “monstrous hypocrisy”. Libé- 
ration, the other leading French left-of-cen- 
tre paper, called for “extreme severity 
against identifiable culprits”, while cau- 
tioning against “blind vengeance”. 

This fear that the United States might 
now lash out indiscriminately found ech- 
oes in the corridors of the EU. Some offi- 
cials worried that it would be hard to tread 
the fine line between solidarity with 
America and unqualified support for all re- 
taliatory actions. But the Europeans also 
hoped that clear expressions of solidar- 
ity—and offers of support—would con- 
vince the United States that it is not alone 
in a hostile world. = 


Airport security 


The end of the line 


NEW YORK 


America’s airports were caught wanting. They need a drastic overhaul 





The minimum requirement 


NE clear lesson of this tragedy: secu- 

rity at airports was appallingly lax. 
Terrorists carrying little more than knives 
and cardboard-cutters managed to hijack 
commercial planes at some of America’s 
biggest airports. Belatedly, the Federal Avi- 
ation Authority (FAA) is tightening stan- 
dards. But this is a case of shutting the sta- 
ble door after the horse has bolted. 

Although the FAA issues security regu- 
lations, it has left the implementation of its 
guidelines to the airports, which oversee 
airport security, and the airlines, which 
screen passengers and baggage. Cost-con- 
scious and wary of annoying passengers 
with bag searches and body-frisks, the air- 
lines place security in the hands of con- 
tracted security firms, which in turn rely 
on underpaid, badly trained screeners. 

Some of the worst security breaches 
have occurred at Boston's Logan airport, 
where two of the four airlines were hi- 
jacked. In the late 1990s, FAA officials dis- 
guised as passengers repeatedly suc- 
ceeded in smuggling guns and pipe bombs 
onto planes at Logan. Logan was fined less 
than $200,000. Just last month, the FAA 
announced that it was seeking $99,000 in 
civil penalties against American Airlines 
for failing to apply “appropriate” security 
measures on six flights last year. 

Gerald Dillingham, director of civil avi- 
ation issues at the General Accounting Of- 
fice, which began an investigation of secu- 
rity at America’s airports after the crash of 
TWA flight 800 in 1996, says the FAA took 


too long and did too little to enforce its 
guidelines. Mr Dillingham particularly 
blames the FAA for not monitoring closely 
enough the standards of pay and training 
of the private security firms employed by 
the airlines. 

Some screeners are paid as little as $6 
an hour—less than they would get for 
working in a burger joint. Most European 
screeners are paid the equivalent of $15 an 
hour plus benefits. Screeners in other 
countries are better trained too. In the 
Netherlands they receive 40 hours of class- 
room training, two months of on-the-job 
training, and 24 hours of additional train- 
ing each year to stay qualified. In America 
firms often give only eight to 12 hours of 
classroom training and just 40 hours of on- 
the-job training. Amazingly, eye examina- 
tions are not always mandatory. 

Low pay and poor training mean there 
are few really experienced screeners. Ac- 
cording to the GAO, 90% of all screeners at 
any given airport checkpoint have less 
than six months’ experience. Their average 
turnover rate nationally is 126%. At Logan 
airport the rate is two-thirds higher. In Bel- 
gium, by contrast, turnover is less than 4%. 

A journalist from The Economist exam- 
ined procedures at LaGuardia and JFK last 
year. One screener who worked for a priv- 
ate security firm was open about her diffi- 
culty in distinguishing objects as she 
screened bags, admitting that she “did not 
see so good.” And high-tech screening ma- 
chines are no good if workers don't use 
them. At LaGuardia, two screeners oper- 
ated a$9m machine that can scan up to 225 
bags an hour for explosives. But in the half- 
hour observed by The Economist, the 
women screened just two. 

The lack of concern about security was 
endemic. One Port Authority police officer 
stationed at LaGuardia confessed that, 
when not in uniform, he often got his gun 
past screeners. “I just go around the mach- 
ine,” he said. 

On the day after the attacks the FAA an- 
nounced new security measures, includ- 
ing random identity checks, a ban on kerb- 
side check-ins, an end to the sale of knives 
in airports and the use of dogs and armed 
guards to patrol the terminals. The FAA 
will also dramatically increase the num- 
ber of plain-clothes marshalls flying incog- 
nito on planes in America. Logan airport is 
posting state police officers at security 
checkpoints. If only they had thought of 
that before. m 
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Funds for refugees 


SIR - Your proposal that the 
United Nations High Commis- 
sioner for Refugees seeks more 
private money as a solution to 
its financial crunch is unwise 
(“Flight into penury”, August 
11th). First, this strategy will 
not bring immediate relief as 
it takes time and sustained ef- 
fort to cultivate private donors, 
as Unicef well knows. More 
important, it lets governments 
off the hook. Governments, 
particularly those who have 
signed the 1951 Refugee Con- 
vention and 1967 protocol, 
have a moral, if not a legal, ob- 
ligation to protect and assist 
refugees. By relaxing the pres- 
sure through seeking private 
funding, the UNHCR would 
undermine this international 
system. Better that it enlists 
NGOs to put pressure on 
stingy governments to attain 
the target of $1 per citizen pro- 
posed by the high commis- 
sioner, Ruud Lubbers. 
Governments could choose to 
give the increase in their con- 
tributions to NGOs, but this 
should be done within the 
context of the UNHCOR’s pro- 
grammes and the agency’s 
budget reduced accordingly. 
ANTHONY KOZLOWSKI 

President 

American Refugee Committee 
Minneapolis 


Uncommercial television 


SIR - Even the most elitist and 
highbrow programming on 
commercial television has to 
be paid for and some of the 
adverts that pay the wages 
make even the worst of pay- 
television seem attractive by 
comparison (“Outgrowing 
Auntie”, August 18th). This is 
reason enough not to privatise 
the BBC. 

In fact, the BBC should 
abandon its futile ratings war 
with Tv and concentrate on 
areas that the market finds un- 
attractive and in which it still 
excels. As the case for mixed- 
genre, something-for-every- 
body channels weakens, so 
the case for a body to fill the 
gaps in the market gets ever 
stronger. 

A BBC thus reformed and 


still state-financed (not neces- 
sarily by a licence fee) should 
not attempt badly what its 
commercial counterparts do 
well. Instead, by focusing on 
intellectually rigorous pro- 
gramming of insufficient mass 
appeal to be commercially vi- 
able, the BBC will continue to 
serve the interests of upmar- 
ket viewers and fulfil its pub- 
lic-service remit. The BBC 
should do less, and do it well. 
STEPHEN HOPKINS 

Sudbury, Suffolk 


SIR - You skirt the issue of the 
impact of a BBC funded by ad- 
vertising on the other com- 
mercial free-to-air 
broadcasters and their public- 
service commitments. Televi- 
sion advertising revenues in- 
creased by 7.5% in 2000 
compared with an increase in 
overall British advertising 
spending of 10.3%. The 
mounting concerns of ad- 
vertisers over the tendency of 
audiences to surf past com- 
mercials and their stated de- 
sire to exploit other media 
mean that a privatised BBC 
would compete with commer- 
cial rivals for revenues insuff- 
cient to support their needs. 
Broadcasters may then be un- 
able to fund commitments to 
quality and diversity, and be 
forced to increase their output 
of low-budget, advertiser- 
friendly programming, result- 
ing in a diminished range of 
free-to-air content. 

WINDSOR HOLDEN 

Chichester, West Sussex 


SIR ~ The £2.4 billion licence 
fee causes massive distortions 
in the market for television 
airtime, removing as much as 
40% of the supply of viewing 
from the commercial sector. 
Taking away this state subsidy 
would allow the advertising 
market to operate efficiently 
and reduce marketing costs. 
ANDY SLOAN 

Haslemere, Surrey 


The real Atlanta 


SIR - Your representation of 
Atlanta is inaccurate and 
grossly misleading (“Race is a 
subtler business now”, August 
4th). First, since Mayor Bill 


Campbell took office in 1994, 
crime has dropped signifi- 
cantly. According to recent FBI 
Statistics, robberies and homi- 
cides in Atlanta in 1999 were 
at the lowest level for 16 years, 
and rapes and burglaries the 
lowest level in three decades. 
Meanwhile, as part of an 
aggressive recruitment cam- 
paign, the city has hired 
nearly 100 police officers in 
the past year. Second, rather 
than being “possibly bank- 
rupt”, Atlanta’s city govern- 
ment recently received a 
stable credit rating from Stan- 
dard & Poor's. In eight years, 
taxes have been reduced by a 
full 60% and the privatisation 
of our city’s water system 
saved more than $20m a year. 
However, you do get one 
thing right —that “Mayor 
Campbell can point to eight 
years of steady growth.” Un- 
der his leadership building 
permits worth $6.3 billion 
have been issued and 10,000 
housing units have been 
added. Once losing people at 
an alarming rate, Atlanta has 
gained population for the first 
time since 1969 and nearly 
50% of new residents own 
their own home. 
GLENDA BLUM MINKIN 
Director 
Mayor’s office of marketing and 
communications 
Atlanta 


Naomi Klein replies 


SIR - In your happy little 
leader (“The case for brands”, 
September 8th) you quote a 
passage from my book, “No 
Logo”, referring to ours as “a 
fascist state where we all sa- 
lute the logo and have little 
opportunity for criticism be- 
cause our newspapers, televi- 
sion stations, Internet servers, 
streets and retail spaces are all 
controlled by multinational 
corporate interests.” By taking 
these words out of context 
you have intentionally dis- 
torted my meaning to suit 
your own weak argument. 

As I pointed out to your re- 
porter, the next sentences in 
the book directly refute this vi- 
sion of brand totalitarianism. 
The passage goes on to say 
that: “there is good reason for 


alarm. But a word of caution: 
we may be able to see a not- 
so-brave new world on the 
horizon, but that doesn’t 
mean we are already living in 
Huxley’s nightmare...Instead 
of an airtight formula, [cor- 
porate censorship] is a steady 
trend, clearly intensified by 
synergy and the mounting 
stakes of brand-name protec- 
tion, but riddled with excep- 
tion...the shift that is taking 
place is at once less totalitar- 
ian and more dangerous.” 
When asked whether ours 
is a corporate fascist state, I re- 
plied that I am too optimistic 
to take such a view: if human 
beings really are compliant 
brand drones, why are they 
taking to the streets in the hun- 
dreds of thousands from Seat- 
tle to Genoa? You, on the 
other hand, appear to believe 
that political activism is un- 
necessary because apparently 
we can rid the world of cor- 
porate abuses simply by shop- 
ping for better brands. Sorry, 
but I'm afraid I'm not quite 
that optimistic. I did not ex- 
pect you to provide a nuanced 
or even accurate portrayal of 
the political ideas in “No 
Logo”—or, for that matter, of 
the goals of the global move- 
ments against corporate-dri- 
ven globalisation. But I hope 
you will correct this one glar- 
ing distortion. 
NAOMI KLEIN 
Toronto 


The result stands 


SIR - The hoary old chestnut 
about Richard J. Daley stealing 
the 1960 presidential election 
for John Kennedy is a myth 
(Lexington, August 4th). Re- 
publicans stole at least as 
many votes elsewhere in Illi- 
nois as Daley is alleged to 
have pinched in Chicago. And 
even if Kennedy had lost Illi- 
nois, he would still have won 
the election. 

ANTHONY LEWIS 

Boston m 
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Executive Focus 


Competitive banking 
package 


Leading Global 
Financial Institution 





London 


_Head of Public Policy - Europe | 


A unique opportunity to join this prestigious financial institution to drive its Public Policy thinking. Increasingly, policy 
and regulatory changes have significant impact on internationally active corporations and their clierts. This critical 
appointment will have a strategic and influential role building the Bank’s public affairs capability anc shaping policy. 


THE ROLE 

@ Working closely with the Senior Management team, 
responsible for providing economic opinion leadership 
and policy direction. Anticipate, evaluate and influence 
regulatory and policy initiatives. 


Build relations with key decision-makers in Whitehall, 
Westminster, the European Commission, EU Governments 
and other leading policy makers and regulators to 
promote the Bank's commercial interests. 


Develop and co-ordinate a cohesive approach to Public 
Policy globally within the Bank, in particular liaising 
closely with the US and Business Heads. 


a 
Tel: 020 7298 3333 

Email: SELondon@Selector.org 

To find out more about managing your 
career visit us at www.spencerstuart.com 


Spencer Stuart 


THE QUALIFICATIONS 

@ First-class academic qualifications ideally PhD in 
economics or finance. Extensive and wide-ranging 
economic or regulatory policy experience in Financial 
Services, multinational corporate, Government or 
related arenas. 


Real understanding of key economic issues affecting 
the global financial services marketplace. In-depth 
knowledge of the decision-making p ocesses of European 
Governments and multilateral orgarnssations. 


Exceptional analytical and _ irterpersonal skills. 
Commercially astute with strong influencing and 
negotiating abilities. Demonstrable lair and enthusiasm. 


Please reply with full details to: 
Spencer Stuart, Ref MJS/31485-1/91, 
16 Connaught Place. 

London W2 2ED 


DIRECTOR 


The British Museum is one of the world’s greatest cultural 
institutions. It holds collections of unequalled richness and diversity 
which illuminate for present and future generations across the 
globe the. histories of cultures by their preservation, presentation, 
enhancement and through research, The Museum is 

visited by some 5 million visitors each year and, THE 
with the recently opened Great Court, it inspires 
visitors and professionals alike as a centre of learning 
and expertise. 

The British Museum now seeks a new Director, to take up the 
appointment in June 2002 as both Chief Executive and Accounting 
Officer, with a mission to provide strong and inspiring leadership 
together with strategic direction for this world class institution. 
The Director will play a major role in fundraising and representing 
the British Museum on the national stage and internationally. He or 
she will build rapidly on the success of the Great Court scheme as 
one of the focal points for the Museum's 250th anniversary in 2003. 
The Director will also be expected to explore new directions for the 
Museum while maintaining the existing emphasis on scholarly 
and research excellence, education and public access and ‘“ 


continuing the development of its international links. 
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BRITISH 
MUSEUM 


illuminating worid cultures 


as Fai 


The Trustees are looking for a figure of high repute with the 
ability to command confidence inte-nationally in demanding 
academic arenas and with demonst-ated management skills. 
Financial acumen and commercial awareness will be important 
attributes. Candidates coald come from a variety of 
backgrounds. However they must be able to 
demonstrate a strong and sympathetic understanding 
of comparable institutions and an ability to work with 
scholars at the highest level. Above all candidates must 
have energy, enthusiasm and a passicn for the British Museum 
together with the vision to develop its role in a worldwide context. 
The initial contract will be for 5 years renewable. Terms are negotiable 
but likely to include a salary of circa £120,000, a discretionary 
performance related bonus and accommodation. To obtain detailed 
information about the appointment including how to apply, 
please telephone the Museum's adv-sers on 01233 214 529, 
quoting reference PBMB/E, or e-mail PBMB(@)saxbam.co.uk 
not later than Tuesday 25 September 2001. Applications will 


close on Wednesday 3 October 2001. 


The British Museum is an Equal Opportunity Employer. 


ONSI TANCY 


JAMPI 
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United Nations Educational, Scientific and Cultural Organization 


UNESCO, in its continued process of change to more effectively fulfill its purpose to contribute to peace and 
security by promoting collaboration among the Nations through Education, Science and Culture, is recruiting for 
two key posts of great importance for the Organization's strategy to introduce new management information tools. 
Applications are therefore invited for the posts of: 


Director, Division of Information Systems and ERP Programme Manager, 
Telecommunications, DIT-011 (D-1) Sector for Administration, ADM-NEW (P-5) 
(closing date 30 September 2001) (closing date 15 October 2001) 





Main responsibilities Main responsibilities 
Under the authority of the Assistant Director-General for 
Administration, you will be responsible for the design, 
maintenance and improvement of UNESCO's central 
information and communication infrastructure and systems. In 
particular, you will : 


* Develop UNESCO's policy and strategies regarding the 
effective use of Information and Communication 
Technologies (ICT) and all necessary innovations; 

e Direct, plan and manage the activities, budget and staff 
(80 persons) of the Division; 

e Ensure the proper functioning of UNESCO's ICT 
infrastructure and services, as well as the delivery of the 
new integrated management information system comprising 
System of Information on Strategies, Tasks and the a 
Evaluation of Results * SISTER; Finance and Budget 
System - FABS; and Human Resources Management 
System; 

e Represent UNESCO on ICT issues within the United 
Nations system. 


Qualifications and Experience 


Under the direct supervision of the Deputy Director-General, 
you will lead the implementation, completion and integration of 
new managerial ICT tools, including: 

e The new Finance and Budget System (FABS). 


e The existing System of Information on Strategies, Tasks, 
and the Evaluation of Results (SISTER); 


* Other components of the managerial ICT system, such as 
the human resources module. 


Qualifications and Experience 


Advanced university «egree in information and 
communication technologiis or related sciences; 

Extensive practical experience in the ICT field, including at 
least 10 years in high leve! managerial positions, requiring 
advanced negotiation skills ; 

Proven ability of leading a large team for the implementation 
of complex systems; 

Experience with SAP (R3) would be an advantage; 
Working experience in an international environment would 
be an asset; 

Excellent command of writt2n and spoken English or French 
and good command of the other language. 


Terms and Conditions 


Advanced university degree in information technology, 
preferably with a background in engineering; 

At least 10 years experience in project management and 
implementation; 

Excellent managerial, communication and negotiation skills; 
Proven ability to build and lead a project team; 

Knowledge of ERP tools, especially SAP, is highly desirable; 
Working experience in an international environment would 
be an asset; 

Excellent command of written and spoken English or French 
and good command of the other language. 


Post DIT-011 and ADM-NEW are graded respectively at D-1 and P-5 level common to the United Nations system, with a salary 
composed of base salary and ost adjustment, which at the present dollar exchange rate totals approximately US$79,000 (without 
dependents at D-1 level) or US $85,000 (with dependents at D-1 level), and US$72,800 (without dependents at P-5 level) or 






US$78,400 (with dependents) per annum, exempt from all direct taxation. In addition, an international benefits package is offered. 






For more information on UNESCO's programmes, consult our website: http://www.unesco.org/, and on the posts: $ 
http://www.unesco.org/per/in lex.html 


To apply, address a detailed ciirriculum vitae in English or French, indicating birth date, nationality and gender, attaching an identity 
photograph and copies of dipic mas to: UNESCO, Chief, Recruitment and Staffing Section, Bureau of Human Resources Management, 
7 place de Fontenoy, 75352 Paris 07-SP, France, quoting the relevant post number. 


Applications from qualified women candidates are encouraged, as are applications from under- or non-represented Member States 


a TT 
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Help us to change the way business does business. 


Head of Research 
£Excellent + Benefits 


KPMG Consulting delivers technology-enabled solutions that 
help our clients build and transform their businesses - boosting 
effectiveness, stripping out costs and stealing a march on the 


London 


services. With the full and active support of the Marketing 
Director, you'll promote your findings to clients, colleagues 
and the mass media. 


competition. Our marketplace research is authoritative, 
challenging, commercial, and packed full of insights into the 
changing business world. It plays a key role in helping us and 
our clients to define future business strategy. 


An impeccable academic and research background should 
include evidence of strategic insight, commercial focus and an 
understanding of the business-to-business environment. A first- 
class communicator, you'll have the gravitas and credibility to 
work with senior business management, and the flexibility and 
confidence to handle pressure and deadlines. 


Rapid change and global ambition make this an exciting time 
to be a part of KPMG Consulting, especially for those helping 
to shape our thinking and our future. 


As Head of Research, your prime motive will be to take 
forward our position as a thought leader. You'll be given the 
independence and resources to create innovative research 
initiatives that will throw light on the issues shaping the 
business world of tomorrow. You probably have especial 
expertise in one or two business sectors already, but you'll be 
expected to generate ideas across all four of our focus 
industries: financial services; information, communication and 
entertainment; consumer and industrial markets; and public 


To apply, email your full CV with current salary and package 
details to: tb@taylorbennett.com or write to Heather McGregor 
at Taylor:Bennett, One Duchess Street, London W1W 6AN. 


www.kpmgconsulting.co.uk 


KPMG: Consulting 


This advertisement is issued by KPMG Consulting, a division of KPMG, a partnership established under English law, a member firm of KPMG International, a Swiss association. © KPMG Consulting UK 


Fighting Poverty in Asia & the Pacific 
The Asian Development Bank expects to have the following position available by end 2001 for a very senior level executive: 


_ TREASURER _ 


The Position 

e A senior level position that provides leadership in ensuring that ADB remains a pillar of financial strength through financial policy formulation, resource mobilization from 
shareholders, and management of market and credit risks; 
Heads the Treasurer's Department of 90 staff and reports to Vice President (Finance and Administration); 
Formulates financial planning of ADB's resource mobilization and resource management initiatives relating to Ordinary Capital Resources, Asian Development Fund, and 
Technical Assistance Special Fund; and advises management on key strategic issues; 

e Advises management on the financial implications of enterprise risk profile, loan operations and loan terms; and 
Responsible for funding operations, portfolio investment ($8-$10 billion) cash flow and risk management and treasury services ($450 billion transaction volume), Moreover, 
responsible for the development of financial products and services. 


The Requirements 

e A recognized advanced degree in finance or related fields; 
Strong analytical ability to address complex enterprise level issues covering resource mobilization, resource management, risk management, and financial planning to 
design and implement appropriate solutions that are consistent with ADB's developmental mandate; 
At least 15 years of professional experience in finance, preferably working with multilateral financing institutions or large multinational banking institutions; 

e Proven leadership skills and track record in managing and motivating a team of high-level professionals; and 
Strong interpersonal and communication skills as well as proven ability to effectively liaise within ADB and with senior Government officials and executives of banking 
institutions. 


Established in 1966 and headquartered in Manila, Philippines, ADB's multicultural staff come from over 45 member countries. ADB offers an intemationally competitive salary paid in US dollars. Salaries 
and benefits are generally free of tax except for citizens of some countries, primarily the USA and the Philippines, whose incomes are taxed by their respective govemments. ADB staff are expected to 
serve in any location outside Headquarters. Applicants should be nationals of one of ADB's member countries. For further information, please visit www.adb.org and look for Employment under Resources. 


Send CV and cover letter by fax, mail or online using MS Excel format quoting Ref. No. 01-076 by 29 September 2001 to: 


Tel: (63-2)632-4444 HUMAN RESOURCES DIVISION 
Fax: (63-2)636-2550 ASIAN DEVELOPMENT BANK 


E-mail: jobs@adb.org P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Women are actively encouraged to apply. Only shortlisted candidates will be notified. 
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*° Executive Focus 


Consulting 
Group 





Chief of Party — Egypt 


PA Consulting Group's Infrastructure and Development 
Services Practice seeks candidates for two long 

term positions on a coastal tourism project in Egypt. 

US citizenship and relocation to Egypt are required. 
Living and housing allowances will be provided. 
Positions are for a minimum of 12 months. Candidates 
must be able to begin work on or about October 1, 2001. 


Minimum requirements for this position are: 1) USAID 
project management experience as a Chief of Party for a 
field-based project; 2) experience working in developing 
countries, 3) preferably in the Middle East or Egypt; and 
4) a minimum of 15 years of related professional 
experience. Education, training and professional 
experience in one or more of the following required: 
tourism planning, environmental management, coastal 
zone management, urban and regional planning. 


Responsibilities include: project management, technical 
and administrative supervision of international and 
Egyptian staff, and project monitoring and reporting. 
Project activities include land use planning and zoning, 
environmental impact assessment and monitoring, 
coastal zone management, and environmental 
management for tourism development centers and hotels 
and resorts on the Red Sea coast. Chief of Party/ 
Program Manager will serve as a senior advisor to the 
Tourism Development Authority; and will be responsible 
for coordination and collaboration with other USAID 
contractors working in Egyptian environmental policy. 


Land use Planner — refer to ad on Economist.com 


PA Consulting Group is a leading management 
consulting firm, founded nearly 60 years ago, with some 
4,000 people operating worldwide from over 40 offices in 
more than 20 countries. Within our Infrastructure and 
Development Services Practice we work as partners with 
government agencies and donors worldwide to improve 
public infrastructure and environmental services. 


To apply, Email: resumes1@paconsulting.com 
or fax: +1 202 466 0852. Attn: EGCPECONO915, EOE. 


Make the change: VWWVV.paconsulting.com 








To meet the growing demand for its services in the field, GTZ is seeking for 
upcoming projects in 
Mediterranean, Central and Eastern European Countries, Russia and Central Asia 


Consultants/Senior Advisors 


specialised in 


W Rural Development 
and Agriculture 


* regional development agencies 
* business advisory centres 


W Rural Finance 


* fund management and 
assessment of applications 
* micro finance 


e rural banking and financial 
* SME support structures institutions 9 s 


e formulation of rural development e institution and capacity 
programmes and policies building 

* programme planning for fund 
application i 2 

* improvement of competitiveness in 
the European context E Labour Market 

* integration into the international and 
European market 

e agricultural policy 

* support to private farmers 


* employment services 

* training, retraining 

* labour market policy 

* human resource develop- 
ment 

Qualification: EU national with proficiency in English or French; working experience 

in transition countries; knowledge of Russian highly desirable. The ability to work in inter- 

disciplinary teams, excellent communication and management skills are also essential. 

Experience training would be a valuable asset. 

GTZ (Deutsche Gesellschaft fiir Technische Zusammenarbeit) GmbH operates glo- 

bally on behalf of the German Government as well as other governments and inter- 

national donors, assisting and advising on the implementation of technical 

assistance projects in transition and developing countries. 


Application: Please send a detailed resume to 
Susanne Schuessler, Deutsche Gesellschaft für 
Technische Zusammenarbeit (GTZ) GmbH, Postfach 
5180, 65726 Eschborn, Germany, Fax +49 6196 797450, 
e-mail: dg-team2@qgtz.de, quoting reference S300. 
http://www.gtz.de 


OPPORTUNITY 
INTERNATIONAL NETWORK 


The Opportunity International Network is a global coalition of 
Christian-based organizations dedicated to helping those in poverty 
transform their lives through the provision of micro enterprise financial 
services. For over 30 years, we have been providing the poor with 
loans and other business services to help them break the cycle of 
poverty and lead fuller, healthier lives. e currently serve the 
following regions: Africa, Central and Eastern Europe, India and 
Indonesia, Latin America and the Philippines. 





The newly established Technical Services Division is looking for global 
CONSULTANTS, each with high-level subject matter and 
professional expertise, to be members of a team of internal and external 
consultants who will work together to provide world-class services to 
our Partner organizations. 


CONSULTANTS are needed in the following areas: Organizational 
Development, Human Resources Management and Development, 
Financial Management, Asset/Liability and Liquidity 
Management, Banking Operations Management, Financial 
Products Development including savings, credit, and insurance 
products, IT Management, Internal Auditing and Compliance. 


Candidates will have: at least 10 years work experience at a senior level 
in their area of expertise in a banking, financial services, or regulated 
micro finance institution; a minimum of 5 years of international 
consultancy experience; an advanced degree or equivalent professional 
qualification. Candidates must be able to work effectively in cross- 
cultural contexts and within the Christian culture. 


To apply, send a CV and covering letter to: Glynnis Rankin, 
Opportunity International Network, Angel Court, 81 St Clements, 


Oxford, OX4 LAW. jobad @opportunity.org.uk 
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Executive Focus 


CABINE 
OFFICE 





PRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH & SELECTION 


THE OFFICE OF PUBLIC SERVICES REFORM 


Directors £70,000 - £110,000 


PRINCIPAL ADVISORS £53,000 - £87,000 


BASED IN LONDON 


Don’t take it from us... take it from the Prime Minister... 

“This change amounts to the biggest reform programme in public 
services for half a century. All of it driven not by out-dated or even 
new-fangled ideology but by a sense of mission: to renew our public 
services for the 21st Century consumer age in which we live. Public 
Services need reform if they are to deliver the uniformly high standards 
and consumer focus that people expect.” 


Tony Blair, extract from 16 July 2001 speech on reform of Public Services 


The Office of Public Services Reform (OPSR) has been established in the Cabinet 
Office, reporting to the Prime Minister through the Cabinet Secretary. Led by Dr 
Wendy Thomson, its role is to advise the Prime Minister on how the 
Government's commitment to radical reform of public services can be advanced 
The OPSR will be taking forward the reform agenda, embedding the vision in a 
change programme for delivery of both policy and implementation, Its focus is 
on the competence and capacity of the public services to deliver, including the 
Civil Service and Local Government. 


You... 

„want to be part of a unique opportunity to transform our publi services 

„have real legitimacy and credibility because, in whatever sector, you have 
been there and delivered. 

„understand that people make the difference. 

are a great communicator and influencer. 


ZIJ ERNST & YOUNG 


Maximise Your Potential 


are a rigorous project manager. 

are analytical and can abstract from experience and apply the learning elsewhere. 
are results orientated, can-do, flexible, creative, and most of all a deliverer. 
believe in the values, the ethos, and the potential embodied in our public services. 


OPSR is looking to recruit... 

Four Directors, and five Principal Advisors on 3-year, fixed term contracts. 
These positions may also be filled on a secondment basis. In addition to 
these posts, we are keen to receive expressions of interest from people who 
might prefer to join OPSR on short-term or flexible contracts, to undertake 
specific, discrete pieces of project work. 


Download a briefing pack from PricewaterhouseCoopers website on 
www.pwcglobal.com/executive/uk or request a hard copy, from their 
24 hour line 020 7804 2500, quoting reference 4483. For an informal and 
confidential discussion, call our advisers at PricewaterhouseCoopers - Simon 
Wing (020 7804 4502), James Greengrass (020 7804 2514), Maggie Hennessy 
(020 7804 3715), Wesley Emmett (020 7213 3762) or Hamish Davidson 
(020 7804 3115). Closing date for receipt of applications is 28 September 2001 
for Directors and 12 October 2001 for Principa! Advisors 


Executive Search & Selection, PricewaterhouseCoopers 
Plumtree Court, London EC4A 4HT 
E-mail: simon.wing®uk.pwcglobal.com 


www.pwcglobal.com/executive/uk 


MAXWELL 
STAMP]**© 


Our client, the Eastern and Southern African Trade and Development Bank, commonly known as PTA Bank, is a sub-regional trade and development 
bank in the Eastern and Southern Africa sub-region. The Bank has a fully subscribed membership comprising 16 countries in the sub-region. China 
and the African Development Bank are also members. In order to position its operations to meet the challenges that it is currently facing, realize its 
strategic vision and to enable itself to exploit new business opportunities, enhance efficiency and maximize profitability, the Bank has embarked on 
a major corporate restructuring. As a result of the restructuring, applications are inv ited from the nationals of its member countries for the following 
key executive positions all reporting directly to the President/CEO to be located at the Bank’s current headquarters in Nairobi, Kenya. 


DIRECTOR OF FINANCE 

The main responsibility of this position will be to implement the Bank's 
overall financial strategy, in particular to oversee the development of a 
new management information system across all departments of the Bank, 
including the implementation of internal and other financial controls. 
The person selected will participate and take responsibility for the 
evolution of the Bank’s budgetary and financial monitoring process and 
take responsibility in the mobilization and management of the Bank’s 
financial resources. 


DIRECTOR, ADMINISTRATION & CORPORATE SERVICES 

The selected candidate will have overall responsibility over the Bank’s 
legal, corporate and administrative affairs as well as human resources. 
The position has been created to provide strong and visible leadership on 
regulatory affairs and people issues, as well as monitoring compliance of 


established policies and procedures, in line with the strategic vision of 
the Bank. 


DIRECTOR, CREDIT FACILITIES & BUSINESS DEVELOPMENT 

The main responsibility of this position will be to formulate plans and 
manage the process of identification, preparation and appraisal of 
projects with regards to their technical, financial and economic viability. 
The candidate will be required to travel extensively within the sub-region 
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to assure a quality pipeline of projects in the Bank's projects and trade 
finance portfolio, The person selected will oversee the Bank’s Economics 
Research section and two regional sections, each composed of Trade and 
Project Finance units. 


DIRECTOR OF PORTFOLIO MANAGEMENT 

This position will be the administration of the Bank's loan portfolio 
during project implementation and follow up. Reporting to this position 
will be twin units of portfolio management and recoveries. The candidate 
selected will be responsible for monitoring project performance and 
compliance with all legal provisions, early identification and initiation of 
corrective action for projects exhibiting difficulties. 


Detailed job descriptions are given on the PTA Bank's website: 
http:\\www.ptabank.co.ke 


The Bank offers internationally competitive tax-free salaries and other 
benefits. Applications together with CVs should be addressed to Ernst & 
Young Executive Selection Division, Alico House, P O Box 44286, 
Nairobi, Kenya. Telephone No. 002542 715300, Fax No. 002542 
716271, E-mail: Info@ey.co.ke, quoting reference: Cao/pa/002. The 
deadline for the receipt of applications is 30 September 2001. 
Shortlisted candidates will be contacted immediately thereafter for 
interviews. 
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The INTERNATIONAL TELECOMMUNICATION UNION 
The leading global telecommunication organization Geneva, Switzerland 


Seeks two senior staff members for its ITU TELECOM events 


HEAD BUSINESS DEVELOPMENT 
AND MARKETING (BDM) 
AND 


United Nations HEAD FORUM 


A HEAD BOM DIVISION RESPONSIBILITIES 3 Identify themes and suitable topics for dis 
(ref.: VN 31-2001A): 1 Develop ITU TELECOM cussion, identify and contact speakers and 
business plans and identify business opportu chairpersons. 4 Research markets, ana yze 
nities, 2 Develop alliances with partner organ industry trends and develop conferences 

izations. 3 Manage the press and public events as market opportunities arise. 5 Plan 
relations and marketing of ITU TELECOM coordinate and organize the Opening Cere 


P-2 to D-2 Positions at 4 Responsible for ITU TELECOM'’s Web site mony for each ITU TELECOM event. 6 Manage 
UNCHS Headquarters in Nairobi (Kenya) www. itu. int /ITUTELECOM, Manage the the human and material resources of the 


5 $ = human and material resources of the BDM Forum Division 
and its Regional Offices Division QUALIFICATIONS EXPERIENCE 


QUALIFICATIONS /EXPERIENCE i Advanced university degree in a suitable 

r , r > Nar > ‘w Ir tz " aren oc se len Ove D years of « ; 
Based in Nairobi, Kenya, the United Nations Centre for Human Settlements is the lead agency 1 Advanced university degr e in a suitable area or its equivalent. 2 Over 10 years of suit 
area or its equivalent. 2 Over 10 years of suit able experience with 5 years in the field of 
able experience, with at least 5 years in an telecommunications and information techno 


Centre for Human Settlements (Habitat) 


within the United Nations system for cities and other human settlements Habitat’s mission is 


to promote socially and environmentally sustainable human settlements development and the : 
. international environment related to the ogy, preferably in conference organizatior 


telecommunications industry, event Organiza 3 Ability to motivate an international team and 
tion, corporate marketing, media relations. 3 to build up effective partnerships. 4 Excellent 


achievement of adequate shelter for all. Its activities focus on reducing urban poverty by 
improving the living environment, making local government more efficient and inclusive, and 


advocating the rights of the urban poor to part cipale in urban development. The Centre 


Ability to motivate an international team and sommunication skills. & Familiarity with elec 
currently implementing 240 programmes in 8$ countrj to build up effective partnerships. 4 Excelient tronic media, 6 Very good knowledge of Eng 

rey “ation skills : arity with elec ch Fre 1 Spanish anri x wiecdige 
Habitat is secking qualified candidates for positions at its Headquarters in Nairobi and at its communication skills. § Familiarity with elec lish, French or Spanish and good knowle dge 


tronic media. 6 Very good knowledge of of one of the other two languages 


Regional Offices in Rio de Janciro (Brazil) and Fukuoka (Japan). These positions range from 
ned, English, good knowledge of French or Spanish. 


P-2 to D-2 level and are distributed in various arcas of the Centre's structure. Le Information, C BENEFITS: an excellent total compensation 
Programme Management Support, Training and Capacity Building, Shelter Policy, Urban B HEAD FORUM DIVISION RESPONSIBILITIES package, including competitive salary from 
Development and Governance, Monitoring, Policy Analysis, and Technical Cox peration (ref.: VN 35-20014): 1 Design, plan and man US$ 78 K to US$ 84 K depending on experi 
age the ITU TELECOM Forum programme. 2 ence and family situation along with compre 
Work in close cooperation with industry hensive health benefits and allowances 
applic aton, are available at the following web site experts and the Forum programme com nittee 


www.unchs.org/vacancy ro) 


Deadlines for application: CLOSING DATE FOR APPLICATIONS: 8 OCTOBER 2001 
between 1 and 31 October 2001 Applications with the Personal History Form and ref. number should be sent to 


(please consult the individual vacancy announcements ITU, Personnel Department, Place des Nations, CH-1211, Geneva 20, Switzerland 


Detailed job descriptions for all these positions, including requirements and modalities 


for specific deadlines) Fax: +41 22 733 7256, E-mail: personnel@itu. int 


More information at: www.itu.int/employment ` 














WWF — The Conservation Organization 
CHIEF OPERATING OFFICER 


Based in Gland, Switzerland 





WWF, one of the world’s largest independent To plan and monitor the financial resources and 
organizations dedicated to the conservation of manage the Secretariat budget will also be 
nature, is seeking to appoint a Chief Operating important. This person will work closely with the 
Officer (COO). WWF operates in more than 90 Director General and the Programme Director. 
countries and is supported by nearly 5 million people Candidates will have the intellectual ability to work 


worldwide, Its mission is to protect nature and the with highly qualified professionals and will come 


biological diversity that we all need to survive. from either the public or private sector. They must 
This is a prestigious appointment, calling for a be sensitive and well attuned to cultural diversity, 
person of exceptional calibre. The COO will be an and accustomed to working internationally for a 
effective operator, embracing IT, Human Resources, large and decentralized organization. They will 
Legal and Finance. A key task will be to ensure the have excellent project management and 

strategic development of the WWF Network offices communications skills, energy and Vitality, 
globally and to take responsibility for the smooth, and a personal commitment to conservation. 
internal running of the organization. 


Requests for further information, and subsequent applications, in the form of a comprehensive CV and 
covering letter including remuneration details, should be made to: Anna Hempsall, Heidrick & Struggles 
International Inc., Consultants in Executive Search, 100 Piccadilly, London WIV 9FN. 

Email: annahempsall@h-s.com Closing date for applications is 21 September 2001. 
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China and th 


Ready 


BEIJING 





or the competition? 


The marathon negotiations on Chinese membership of the WTO are ending. For 
the government, the hard part may only now be beginning 


T HAS been 15 years since China first ap- 

plied to join the multilateral trading sys- 
tem then called the GATT and now known 
as the World Trade Organisation (WTO). 
But with the talks at last drawing to a con- 
clusion, the next task for China's leaders 
will be to make sure that public opinion re- 
mains favourable. Although some of the 
economic change necessary to prepare 
China for membership has already taken 
place, much painful restructuring still re- 
mains to be carried out, and with it the risk 
of growing public resentment. 

A wTo working-party in Geneva was 
this week putting the finishing touches to 
the document spelling out the terms of 
China’s accession. At midweek it was un- 
clear whether agreement might be de- 
layed by a dispute involving the eu and 
the United States over some market-access 
privileges in China enjoyed by American 
Insurance Group (AIG), But at any rate 
China’s admission looks set to be formally 
approved at the wTo’s ministerial meet- 
ing in Qatar in November. This will allow 
China to gain admission early next year, 
after China’s legislature has rubber- 
stamped the protocol. Taiwan will be ad- 
mitted shortly afterwards. 

In the coming few years, China will be 


obliged by the wTo to cut import tariffs 
and give foreign businesses much greater 
access to potentially lucrative markets in 
such industries as insurance, banking and 
telecommunications that used to be highly 
protected. But it is impossible to honour 
the kind of promises China has made 
without upsetting a lot of people whose 
livelihoods will be undermined or whose 
privileges will be whittled away by the 
country’s increasing exposure to foreign 
competition. 

China’s leaders had a brief taste of the 
dangers of a backlash in May 1999 after 
NATO’s bombing of the Chinese embassy 
in Belgrade. In the angry crowds that gath- 
ered outside western diplomatic missions 
across China, there were mutterings about 
the trade concessions made by China’s 
prime minister, Zhu Rongji, in order to se- 
cure WTO membership. In closed meet- 
ings, some officials even called him a trai- 
tor for allegedly giving away so much to 
the Americans. 

But China’s leaders wanted member- 
ship so much that they were prepared to ig- 
nore the complaints of the ultra-national- 
ists and officials at coddled state 
monopolies. The leaders thought WTO 
membership would boost flagging ex- 
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ports, force Chinese industries to become 
more competitive and bring in a surge of 
foreign investment. In November 1999 
China reached an agreement with Amer- 
ica containing the very concessions that 
Mr Zhu had been criticised for offering. 

China’s chief negotiator in the WTO 
talks, Long Yongtu, has tried to reassure the 
Chinese public by stressing that member- 
ship will bring no great benefits or disad- 
vantages. “Anything that is against our 
country’s interests, we simply won't do,” 
he said earlier this year, though he added 
that China will respect its wro commit- 
ments. But some Chinese scholars think 
the leadership is taking a gamble. 

Last year a book by a young Beijing 
economist, Han Degiang, called “Colli- 
sion: the Globalisation Trap and China’s 
Real Choice” drew attention to what he ar- 
gued were the pitfalls of wro member- 
ship. Mr Han believes that many Chinese 
people are overlooking potential risks be- 
cause of a “worship of market forces” and 
the alluring prospect of cheaper imported 
goods. Mr Han accuses the United States of 
plotting to use China’s wTo membership 
as a way of gaining control of China’s 
economy and speeding up the pace of 
“westernisation” in China. 

Scholars such as Mr Han worry about 
the possibility of rising unemployment as 
uncompetitive enterprises are forced to lay 
off workers and consumers turn to im- 
ports. They fear also that what China gains 
from dismantling bloated government 
monopolies it will lose by surrendering 
more of its markets to control by big for- 
eign companies. 

The picture will be mixed. In the coun- 
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> tryside, the problem of widespread under- 
employment will be exacerbated as 
cheaper agricultural imports pour in. Jun 
Ma, a senior economist at Deutsche Bank, 
thinks that 1.6m Chinese farmers will be 
thrown out of work for each of the next 
five years as a result of entry to the wTo. 
Hundreds of thousands of jobs in the car 
industry—at present protected by high ta- 
riffs—will be threatened. 

At the same time new opportunities 
will be created in service industries and 
foreign-financed enterprises. Overall, 
there could be a net gain in jobs, but wro 
membership will not reverse the trend of 
growing rural and urban unemployment. 
It is likely to aggravate disparities between 
regions as areas unencumbered by large 
numbers of state-owned enterprises make 
the biggest gains. Tim Condon, chief econ- 
omist at ING Barings, Asia, says he does 
not believe that wTo entry will have an 
appreciable impact on GDP growth, which 
is likely to remain around 7%. 

Next month, when leaders of the Asia- 
Pacific Economic Co-operation forum 
meet in Shanghai for an informal summit, 
China can be confident that it will not ex- 
perience the kind of anti-globalisation 
protests that have dogged big gatherings of 
the kind elsewhere (though huge security 
precautions are planned anyway). But the 
danger is that, after China joins the wTo, 
there will be a growing tendency among 
ordinary Chinese to blame the organisa- 
tion for the suffering caused by restructur- 
ing, whether or not wtTo-mandated 
changes are directly responsible. = 


Afghanistan 


The Lion clawed 


DELHI 
The Taliban’s deadliest enemy is struck 


r IS scarcely surprising that mystery has 
surrounded the health and whereabouts 
this week of Ahmad Shah Masoud, the 
veteran Afghan warlord known as the 
Lion of the Panjshir, after he was the target 
of a suicide bomb attack last Sunday. Ever 
since he hit the international headlines in 
the early 1980s as a leader of the mujahi- 
deen resistance to the Soviet occupation of 
Afghanistan, Mr Masoud has been re- 
nowned for suddenly appearing and dis- 
appearing without warning in the Panjshir 
valley, his base in northern Afghanistan, 
or some other part of his territory. Even his 
closest aides rarely know where he is till he 
climbs out of one of his battered old hand- 
me-down Russian helicopters or a rather 
smarter Pajero jeep. 

That technique has helped him survive 
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both the Soviet occupation and the five- 
year-old guerrilla war against the Taliban, 
which he has led for Afghanistan’s North- 
ern Alliance since the Taliban took control 
of Kabul, the Afghan capital. But on Sep- 
tember 9th the technique failed when a 
bomb exploded in a video camera carried 
by one of two men, believed to be Algeri- 
ans or Moroccans, posing as journalists. 

At midweek it still appeared possible 
that Mr Masoud might have survived the 
attack and be recovering either in Afghani- 
stan or in neighbouring Tajikistan, which 
supports him logistically. However, a close 
aide, Assem Suhail, was dead and the pro- 
Masoud Afghan ambassador to Delhi, Ma- 
soud Khalili, had been injured. The attack 
took place at Khawja Bahauddin, a sprawl- 
ing town where Mr Masoud has a helicop- 
ter base and a rest house, near both the Ta- 
jikistan border and one of the front lines 
with the Taliban. 

In what was probably his last television 
interview before the attack, Mr Masoud 
virtually admitted last month that he had 
no hope of driving the Taliban out of Ka- 
bul and gaining control of the country. 
“The problem of Afghanistan does not 
have a military solution, but our achieving 
a military balance and equilibrium is es- 
sential,” he said. He claims to control up to 
30% of Afghanistan, but in fact probably 
has only 10-20%, with the Taliban holding 
the rest. His strategy is to harass the Taliban 
sufficiently for Pakistan to tire of providing 
it with financial and military equipment 
and know-how. Then he hopes that other 
foreign governments will put pressure on 
Pakistan to withdraw its support and help 
pull the Taliban into negotiations. Without 
Pakistan, said Mr Masoud, “the Taliban 





cannot last for six months.” 

He believes that the Taliban are no lon- 
ger seeking the Northern Alliance’s “total 
surrender” and are willing to do a deal that 
gives him his fief of Badakhshan, which 
includes the Panjshir. But that is not 
enough for a man who, as a moderate 
Muslim, wants to free his country of the 
Taliban’s extreme form of Islam—and of 
Osama bin Laden, the Saudi terrorist who 
heads most lists of the suspects responsi- 
ble for the devastation in the United States 
this week. This has given rise to the theory 
that Mr bin Laden may have been behind 
the bomb attack on Mr Masoud, in an at- 
tempt to secure his position in Afghanistan 
by ridding the Taliban of the man their 
leaders most fear. 

Without the Lion, there would be little 
chance of removing the Taliban from 
power. He is the defence minister of the 
Badakhshan-based United Front govern- 
ment of Afghanistan, headed by President 
Burhanuddin Rabbani, thatis still formally 
recognised by all countries apart from Pak- 
istan, Saudi Arabia and the United Arab 
Emirates. But he is much more important 
as the leader of the anti-Taliban forces, 
which he holds together with his personal- 
ity and presence, and with his record as Af- 
ghanistan’s most experienced and re- 
spected guerrilla leader. If he were to die, 
the resistance would probably crumble as 
quickly as he claims the Taliban would fall 
if Pakistan withdrew its support. m 


Fiji 


Still divided 


SUVA 
The new government excludes the 
ethnic-Indian party 


ERPETUAL political drama seems to 

dog Fiji. No party secured an overall 
majority in last week’s general election, 
called to restore democracy after the coup 
last year. The party of Laisenia Qarase, an 
ethnic Fijian, did best, winning 31 of the 71 
seats in parliament, and on September 
10th he was sworn in as prime minister. As 
Mr Qarase was putting together a coalition 
government, the largely Indo-Fijian Fiji La- 
bour Party, which won 27 seats, asked to 
take part. Under the constitution, the 
prime minister has to offer cabinet jobs to 
parties with 10% or more of the seats. 

Mr Qarase had made a grudging formal 
offer to the Labour leader, Mahendra 
Chaudhry, hoping for a refusal. Such a 
government would be unworkable, he 
averred. But Mr Chaudhry accepted. Mr 
Qarase simply ignored the acceptance and 
announced a cabinet composed entirely 
of ethnic Fijians. 





> The Pacific country is split between ethnic 
Fijians and descendants of Indians 
brought in the 19th century to work in the 
sugar plantations. They make up 44% of 
the population. Mr Chaudhry’s govern- 
ment, the first led by an Indo-Fijian, was 
deposed last year in a rebellion led by 
George Speight, a Fijian nationalist, who is 
now facing trial accused of treason. He 
won a seat in the general election, but will 
lose it if convicted. 

Mr Qarase headed a caretaker govern- 
ment appointed by the armed forces after 
the rebellion. He blamed Mr Chaudhry for 
exacerbating tensions before the coup and 
claimed to have led a return to stability. 
His party had the blessing of the president 
of the local Methodist church, a powerful 
force in Fiji. 

Hoping for a swift return to office, Mr 
Chaudhry appealed to Indo-Fijian voters 
for support in the name of izzat (honour). It 
was a call to political arms after the hard- 
ship and intimidation Indians have ex- 
perienced over the past 16 months. He had 
the backing of several powerful Hindu reli- 
gious organisations. Many people were ex- 
pecting a clear victory for his Labour Party. 

Mr Chaudhry has responded to his ex- 
clusion from the government by calling Mr 
Qarase a “racist” and a “dictator” who is 
“blatantly and openly defying the con- 
stitution”. He intends to appeal to the 
courts. Butin1999, when Mr Chaudhry be- 
came prime minister, he did not accept in 
his cabinet members of a party with the 
largest share of ethnic-Fijian votes, and 
much more than 10% of the seats. 

The creators of Fiji’s constitution 
sought to encourage co-operation be- 
tween ethnic-Fijian and Indo-Fijian mem- 
bers of parliament. But neither leader has 
so far shown much sign of the political 
goodwill that accompanies successful ex- 
periments in power-sharing. W 





Speight smirks 


NGOs in Bangladesh 


Helping or 
interfering? 


BRAHMANBARIA 
NGOs are coming under attack from 
traditionalists in Bangladesh 


HILE their husbands crouch over Ko- 

rans in Islamic schools, 30 peasant 
mothers, many with babes in arms, recite 
English nursery rhymes. Until Proshika—a 
large Bangladeshi non-governmental 
organisation (NGO)—arrived in the bam- 
boo village, they were illiterate. Now they 
are being trained as English teachers for 
Proshika’s vast network of informal 
schools, contemplating attractive pros- 
pects such as a steady salary, a mobile 
phone and a four-by-four to be chauf- 
feured to work in. For the Bangladeshi 
male bumping along in his rickshaw, it can 
all be very frustrating. “Why should they 
upset our social base?” laments Gholam 
Azzam, the founder of the country’s main 
Islamic party, Jamaat Islami, who com- 
plains that 90% of the NGO small loans go 
to women. 

Is such social engineering the NGO’s 
job? Bangladesh’s largest donor, the Brit- 
ish government, thinks so. It is giving 
Proshika £23m ($33m). But increasingly 
Bangladeshis are asking whether the 
NGOs have grown too powerful. From 
their humble beginnings offering emer- 
gency relief, NGOs are now talking about 
social mobilisation and female empower- 
ment. The largest have budgets to match 
that of the health ministry. BRAC (the Ban- 
gladesh Rural Advancement Committee), 
which began fighting the 1971 floods that 
threatened to drown the nascent state, 
now employs more people than any other 
NGO in the world. A suburb of Dhaka has 
been renamed “NGO city”. 

The more self-sufficient Bangladesh be- 
comes, the larger the NGOs grow. Since the 
19705, the fertility rate has dropped from 
over six children per woman to two. The 
once-starving nation now has a 2m-tonne 
food surplus. The literacy rate has dou- 
bled. NGOs claim the credit. 

Officially, primary education is com- 
pulsory. But most rural youths have no 
school to go to. NGOs—Islamic and west- 
ern alike—compete to fill the vacuum. 
BRAC alone runs over 30,000 schools, 
while most mosques double as informal 
primary schools. Both types claim to raise 
the literacy rate, butin very different ways. 
Western NGOs make a point of helping 
girls, teach English, and coin a syllabus to 
appeal to their western, if not Christian, 
paymasters. The myriad of unlicensed ma- 
drassas—Islamic schools—are boys-only, 
teach Arabic and Urdu, the language of 
Pakistan, and, in deference to their donors, 


offer vocational training in building a state 
modelled on Saudi Arabian lines. 

The rival approaches have only deep- 
ened Bangladesh's long-standing reli- 
gious-secular rift. Aid workers talk ner- 
vously of creeping Afghanisation, and 
follow the authorities in blaming the Tali- 
ban for a lethal wave of bombings. In Brah- 
manbaria, a town famed for its 60 reli- 
gious schools, Proshika called for a rally 
against fundamentalism. The local ma- 
drassa responded with a jihad and torched 
Proshika’s offices. In this country of daz- 
zling colour-from saris to rickshaw 
hoods—women in Brahmanbaria now car- 
pet themselves in black from head to toe. 

With a general election due on October 
ist, the struggle is turning political. Some 
mullahs have formed their own all-male 
parties. NGOs like ASA, with support 
groups in 40,000 villages, are canvassing 
women to back the secular Awami League. 
“In a Muslim state,” says Father Timm, 
ASA's American Jesuit president, “we've 
managed to ensure more rural women cast 
their vote than men.” It is, he says, “a social 
revolution to combat the medievalism of 
the fundamentalists.” And then, just in 
case it fails, he leads his students in a 
prayer that they will not meet a fate like 
that of the Christians jailed in Kabul. = 





East Timor 


After the vote, the 
constitution 


DILI 
A tricky path to independence 


S EXPECTED, Fretilin won East Timor’s 
election on August 30th. The formerly 
Marxist party bagged 55 of the 88 seats in 
the new constituent assembly. A vast vic- 
tory by normal standards, but short of Fre- 
tilin’s own forecast of many more seats 
and, importantly, of the 60 it needed to 
dictate the constitution. 

However, Fretilin’s draft constitution 
may not be totally doomed. The party’s 
secretary-general, Mari Alkatiri, admits it 
needs revision. Fretilin drew up the docu- 
ment in 1998. Lawyers who have studied it 
say it is broadly based on that of Mozam- 
bique. For most of the Indonesian occupa- 
tion of East Timor, Mr Alkatiri was in Mo- 
zambique with the formerly Marxist 
movement Frelimo. Fretilin can probably 
count on a few extra votes in the constitu- 
ent assembly from other left-wing parties. 

Fretilin has rejected the idea of a gov- 
ernment of national unity. In any event 
East Timor’s other two major parties look 
unlikely coalition partners with Fretilin. 
The Democratic Party came in second with 


seven seats and the Social Democratic » 
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Gusmao for president 


» Party joint third with six. Both accused Fre- 
tilin of widespread intimidation in the 
election campaign. 

The United Nations administrator of 
East Timor, Sergio Vieira de Mello, will be 
putting pressure on the assembly to pass a 
constitution within 90 days. The UN will 
soon start to withdraw and the jobs done 
by its staff will be taken over by Timorese, 
who all sides admit are barely ready to 
cope. There is likely to be a presidential 
election next year, possibly just before in- 
dependence is granted. A former guerrilla 
chief, Xanana Gusmao, is almost bound to 
win by a landslide. 

Many hope Mr Gusmao will be a coun- 
ter-balancing force to Fretilin. Despite his 
public denials, Mr Gusmao’s relations 
with Fretilin are said to be frosty these 
days. He left the party in the late 1980s. Fre- 
tilin has nominated him for president but 
wants East Timor to have a system of gov- 
ernment modelled on that of France, with 
a powerful prime minister. This would in 
theory give the president only limited con- 
trol over internal affairs. But Mr Gusmao’s 
charisma and popularity might mean the 
apportioning of power might not work 
out quite the way Fretilin had in mind. 

Tens of thousands of East Timorese ref- 
ugees still in camps in West Timor, which 
remains a part of Indonesia, will also be 
watching Fretilin’s moves closely. Many 
are considering coming home. They have 
been encouraged by Mr Gusmao’s talk of 
reconciliation but have fears of violence 
and of retribution. Back in 1975, when East 
Timor was briefly independent before be- 
ing occupied by Indonesia, many of them 
were on opposite sides to Fretilin and still 
view it as communist. If they do not return 
in peace, the militiamen among them may 
pose a potent threat to the newly indepen- 
dent East Timor. m 


Singapore 


Death by a thousand cuts 


SINGAPORE 


The global downturn hits the city-state 


FEY statistics catch the eye like sweeping 
job cuts by large companies. And in 
tiny, globalised Singapore, even distant an- 
nouncements are being greeted these days 
with a shudder. When a multinational an- 
nounces lay-offs in the tens of thousands, 
that may mean job losses of only hun- 
dreds in the city-state, but, as a regional 
base for many big companies, Singapore is 
now being tortured by a multitude of such 
small cuts. 

Along with Japanese electronics giants 
such as Fujitsu and Hitachi, many big 
American technology companies are also 
including Singapore in their job-cutting 
plans. Maxtor, which makes disk drives, 
has already sacked 700 people in Singa- 
pore, and is considering more. National 
Semiconductor, which makes chips, has 
axed another 150. Agilent Technologies, 
which is cutting its payroll by 9% world- 
wide, employs 4,000 people in Singapore. 
Lucent Technologies, which is cutting its 
global workforce by a quarter, employs an- 
other 500 there. To these will be added lo- 
cal job cuts by Gateway, 3Com and others 
retrenching in the technology slump. 

Foreign financial services firms are also 
cutting back. The merger of J.P. Morgan 
and Chase banks has already led to some 
200 job losses in Singapore over the past 
year. More are said to be on the way, along 
with cuts by Merrill Lynch, Credit Suisse 
First Boston and Sumitomo Mitsui Bank. 

These job losses loom large in a country 
of 4m people, and could by the end of the 
year jack the unemployment rate up to 
4%—never mind all the Filipino engineers 
and other foreign workers who have been 
quietly shipped home over the past few 
months. Down will go domestic demand, 
probably draining even more shoppers 
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from the already quiet stores in electronics 
malls such as the Funan Centre and along 
the Orchard Road. Singapore’s Gpr fell at 
an annual rate of 10.7% in the second quar- 
ter, and private economists expect the fig- 
ure for 2001 as whole to show a contrac- 
tion of over 2%. 

With a parliamentary election due by 
next August, the government might be ex- 
pected to be trumpeting a plan to get 
growth going again. But this is Singapore, 
where the opposition poses no electoral 
threat and where the government has its 
eye firmly fixed on long-term economic 
competitiveness. Since it is a global slow- 
down, especially in electronics, that is 
pushing Singapore into slump, Goh Chok 
Tong’s government reckons there is little it 
can do to stave off the hard times. 

Instead, it is actually pressing ahead 
with some long-term reforms that will in- 
crease the short-term pain. It is, for in- 
stance, cajoling local banks to merge, add- ` 
ing to the job losses. pBs recently laid off 
160 people, many of them from posBank, 
with which it merged in 1998. If United 
Overseas Bank completes its planned take- 
over of Overseas Union Bank, another 
2,000 staff could lose their jobs. 

The government is also taking a more 
muted approach to fiscal policy than some 
of its neighbours, especially Malaysia, 
which is ramping up spending. Last month 
Mr Goh announced modest measures to 
stimulate the economy by S$$2.2 billion 
($1.25 billion). Of the little of this destined 
for infrastructure, all will go on projects al- 
ready planned or under way, such as land 
reclamation on Jurong Island and im- 
provements to the light-rail system. 

Might Mr Goh do anything else to bol- 
ster demand? Some pundits think that if 
the economy continues to deteriorate, the 
government may yet announce a second, 
larger, set of stimulative measures, as it did 
in 1998, when the economies around Sin- 
gapore collapsed. But it is hard to envision 
obvious ways to spend that money. The 
government may be tempted instead to 
use its clout as the country’s biggest inves- 
tor. It still owns large stakes in most of Sin- 
gapore’s property, as well as in businesses 
such as the light-rail system. By urging 
those businesses to make temporary cuts 
in rents, fares and other fees, it could pro- 
vide a fillip to the economy. But such inter- 
ference would clash with its stated longer- 
term aim, of turning those enterprises into 
fully-fledged private firms. m 


How can you plug 
into capital 


When capital flows, it tends to 
take the path of least resistance. 
To projects with traditional risk 
profiles, to plans that respond to 
Standard solutions. If your plans 
vary from accepted norms, you 
could be in for a financial shock. 


Enter Centre. 


When conventional sources of risk 
capital are stymied, we make deals 
happen through unique forms of 


when your risk ee 
profile looks dim? 
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reception bedroom/shower 


“welcome to the Airbus A380, a member of the cabin staff will we hope your room ts to your satisfaction, please feel free to 


show you to your room.. freshen up before dinner 





shops bar 


perhaps sir would like to browse through our shops until an aperitif perhaps? champagne? of course sir. We hope you 


your table is ready? enjoy your stay at the A380° 
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A cue of learning, 


At the NUS Business School we combine the 
best management thinking of East and West to 
bring you programs explicitly designed for a 
global connected marketplace. You will have 
opportunities to network with executives and 
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Ecuador 
Squandering an unlikely recovery 


QuITO 


Dollarisation and oil have turned a basket case into the region’s bounciest 


economy. That probably won’t last 


HEN Gustavo Noboa, Ecuador's 

quiet and politically inexperienced 
vice-president, was handed his country’s 
presidency in January 2000 after an at- 
tempted coup by army colonels and radi- 
cal Andean Indians, few people expected 
him to last long. The sixth president in six 
years, Mr Noboa had no electoral or legis- 
lative base and inherited an economy in its 
biggest mess for more than a century. 

Less than two years later, not only is Mr 
Noboa still there, but there has been quite 
a transformation. The decision to adopt 
the dollar as the country's currency—one 
of the last acts of his hapless predecessor— 
has brought inflation down (see chart). Ec- 
uador is now Latin America’s fastest-grow- 
ing economy, its GDP set to expand by over 
5% this year. Much of the social unrest of 
recent years has died down. 

The public finances should end the 
year in balance. Businesses are starting to 
invest: loans to private firms are up, while 
for the seven months to July imports of 
capital goods increased by 52% over the 
same period last year. Consumer demand 
is picking up, with car dealers expecting re- 
cord sales. Unemployment has fallen to 
10.4%, from 16.8% in January 2000. 

Much of this recovery, of course, is 
merely clawing back ground previously 
lost. It has been greatly helped by high 
prices for Ecuador's oil exports. Dollarisa- 
tion is bringing economic stability, but can 


it also bring sustainable growth? 

The prospects are not wholly bleak. A 
second oil pipeline, costing $1.1 billion, is 
being built. It should raise oil exports by at 
least half, and attract investment in ex- 
ploration and development of around $3 
billion. Many economists reckon that infla- 
tion should fall to low single digits by the 
end of 2003, and that GDP could expand 
by 4-6% over the next three years. 

But much could still go wrong. Oil has 
covered up mistakes by the government, 
and by the country’s fractious politicians. 
If dollarisation is to spare Ecuador the 
slump suffered by Argentina (whose cur- 
rency is pegged to the dollar), the govern- 
ment must strengthen public finances. But 
an increase in VAT, from 12% to 14%, was 
struck down by the Constitutional Court 
in August, while Congress has voted to 
widen exemptions from vAT and income 
tax. Neither has Mr Noboa made progress 
in his plans to privatise electricity compa- 
nies. And Congress has overturned a gov- 
ernment effort to make the country’s la- 
bour laws more flexible, even though 
exporters are starting to struggle. 

With reforms hobbled, last month Mr 
Noboa unveiled a bill intended to tackle 
political deadlock, which pits fragmented 
parties and regional blocks against each 
other, and which has plagued Ecuador 
since the end of military rule in 1978. It 
would add a second chamber to Congress, 
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and create a first-past-the-post electoral 
system. To strengthen the executive's posi- 
tion, congressional elections would be 
held at the same time as the run-off ballot 
for the presidency, and the vice-president 
would head Congress. 

Mr Noboa’s team have also drawn up a 
proposed new fiscal reform. This would 
end the earmarking of revenues, and set 
up a Stabilisation fund. The fund would re- 
ceive a slice of the revenues from the oil ex- 
ported through the second pipeline. It 
would be used to buy back debt, and as a 
cushion in hard times. 

Unfortunately for Mr Noboa, the politi- 
cians have their mind on the presidential 
election due in October 2002. Political an- 
alysts say that it is unlikely that either of 
the government's main proposed reforms 
will be approved. Whether dollarisation 
was the right policy for Ecuador is now a 
matter for academic debate. In doing their 
best to ensure that it will not be accompa- 
nied by policies that might deliver stable 
growth, Ecuador's politicians are squan- 
dering the country’s best development 
opportunity in a generation. W 
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Politics in Brazil 


Middle men 


SAO PAULO 
Candidates jostle in the centre 


Poon is still 13 months off, but the 
first important event in Brazil’s presi- 
dential election campaign happened on 
September 9th—and it went as well for 
President Fernando Henrique Cardoso as 
he might have hoped. His coalition’s larg- 
est party, the catch-all Brazilian Demo- 
cratic Movement (PMDB), chose Mr Car- 
doso’s preferred candidate as its new 
chairman. In doing so, it rejected a rival 
backed by Itamar Franco, Mr Cardoso’s 
predecessor and now his bitter foe. Had 
things gone otherwise, the PMDB would 
have left the government and run with Mr 
Franco as its presidential candidate. 

Having been re-elected for a second 
term in 1998, Mr Cardoso cannot run 
again. But he wants a successor of his own 
choosing. That might be easier if the elec- 
tion were to be a straight fight with Luiz In- 
acio Lula da Silva, the perennial candidate 
of the left-wing Workers’ Party, who leads 
the opinion polls but lost the past three 
elections. Mr da Silva, too, would like to 
present himself as the only candidate of 
change. But one or more challengers may 
yet emerge from the soft left. 

One of them might still be Mr Franco 
himself. The PMDB conference agreed to 
call a further meeting in January, suppos- 
edly to choose its own presidential candi- 
date. In fact, it is likely to put up a weak 
“dummy” candidate or perhaps seek to 
provide the running-mate for the candi- 
date of Mr Cardoso’s Social Democrats 
(PSDB). But if the economy, and thus the 
government’s popularity, took a serious 
dive, Mr Franco might win his party over. 

The strongest soft-left challenger is Ciro 
Gomes, a former governor of the north- 
eastern state of Ceara who was also, 
briefly, Mr Franco’s finance minister. He 
won 11% of the vote in 1998, coming third 
behind Mr Cardoso and Mr da Silva. Since 
then he has continued to campaign. He 
talks sensibly on some issues: about the 
need for tax and social-security reforms 
and about Mr Cardoso’s lack of action 
over corruption allegations against some 
coalition figures. Some businessmen like 
his calls for a more active industrial policy 
(read: subsidies and protectionism). 

Mr Gomes’s most controversial pro- 
posal, to arm-twist local (but not foreign) 
holders of government bonds to accept a 
debt restructuring, does not seem so radi- 
cal now that the 1mrF is backing a wider re- 
structuring for Argentina. But he still scares 
investors. Lacking a solid team of advisers, 


i 


he fires off wacky ideas (such as a plebi- 


scite on tax reform) and seems over-confi- 
dent of his ability to solve Brazil's pro- 
blems single-handedly. His biggest 
handicap is that, in a huge and diverse 
country that can be governed only by co- 
alition, he belongs to a tiny party. 

A further contender might be Anthony 
Garotinho, the governor of Rio de Janeiro, 
who fares reasonably in the polls. But like 
Mr Gomes he belongs to a small party and 
lacks coherent policies. 

The economy will be the decisive factor 
in the election. But the result may also turn 
on whom Mr Cardoso chooses to anoint as 
the coalition candidate. The strongest con- 
tenders are Jose Serra, the health minister, 
and Tasso Jereissati, Mr Gomes’s successor 
in Ceara. Whoever is chosen, supporters of 
the disappointed contenders could switch 
to one of the soft-left challengers. No won- 
der Mr Cardoso is trying to put off his 
choice until as late as possible. m 





Mexico's tequila 


Drought in 
Margaritaville 


TEQUILA, MEXICO 
Counting the cost of success 


N THE low hills around the Tequila 

volcano, neat rows of spiky, cactus- 
like agave plants march across the dusty 
fields, as they have for centuries. But re- 
cently farmers have started to treat the 
blue-green plants, from which Mexico's 
emblematic national spirit is distilled, as if 
they were made of gold. In Jesus Partida’s 
field full of baby agaves, watchmen patrol 
at night. “You plant the agave today, and 
tomorrow it’s not there any more—they 
come at night or early in the morning and 
steal it,” he says. Police escort the lorries 
piled high with pias, the pineapple-shaped 
agave hearts, along the winding roads to 
the distilleries in the town of Tequila. 

Two years ago a tonne of the pias 
fetched around 1,000 pesos ($106); now it 
can cost up to 15,000 pesos. The problem is 
an old one: a mismatch of supply and de- 
mand, exacerbated by bad weather and 
good marketing. 

Mexico’s old-fashioned land laws pre- 
vent the distilleries from owning farm- 
land. Relations between the country’s 
agave growers and the tequila producers 
“have not been as brotherly as they could 
have been,” says Jose Angel Gonzalez, of 
the growers’ union. That lack of co-ordina- 
tion has caused three or four supply short- 
ages in the past four decades, he says. Poor 
farming methods, such as failing to rotate 
crops or use pesticides properly, have not 
helped either. 





This time the shortage is acute, with 
production down by as much as half. A 
freak winter frost hit the Tequila area in 
1997. Then a fungus attacked the weak- 
ened plants. Since an agave takes eight 
years to grow to maturity, the market will 
not return to balance quickly. 

The shortage is especially painful be- 
cause it began just as the industry was 
booming. Most tequila used to be cheap 
and rough, best swigged in one go. But in 
recent years distillers have taken their pro- 
duct upmarket. More refined brands have 
sold well, especially those of pure agave li- 
quor, unblended with other alcohols. Too 
well, in fact: between 1995 and 1999, total 
tequila production nearly doubled, but 
that of the pure-agave varieties almost 
quadrupled. As a result, by 1999 the indus- 
try was using nearly three times as much 
agave as five years before. 

Hence the tequila drought. Last year 
output began to fall. Distillers have re- 
sponded by making less of the pure-agave 
drink. But a few small ones have had to 
close. And the industry regulator has 
caught a few others making tequila from 
agave grown outside the officially permit- 
ted areas (a sin as bad as making cham- 
pagne from Californian grapes). 

The industry is now trying to plan its 
future. The distillers have talked to growers 
about signing purchase contracts for aga- 
ves when they are planted. The regulator 
has stepped in with a computerised reg- 
istration system for growers. 

Still, it will be another four years before 
the agave supply begins to recover, and 
perhaps longer before the distilleries can 
meet demand. By then, scarcity and high 
prices may have lost them some custom- 
ers. Mexicans, at least, complain that te- 
quila is now too expensive to drink. m 





Worth the eight-year wait 





Democracy in Latin America 


No coups, please 


Not even “constitutional” ones 


Powell made a point 


Teak to democracy can take 
forms. As terrorists struck the 
United St States, Colin Powell, the secre- 


tary of state, and foreign ministers from 
33 other countries in the Americas, 
were meeting in Lima, Peru’s capital, to 
approve a charter intended to combat 
would-be dictators and caudillos. 

Drawn up by the Organisation of 
American States (OAs), this goes fur- 
ther than past agreements in threaten- 
ing ostracism when democracy is 
interrupted. Importantly, it covers not 
just old-fashioned coups, but “an un- 
constitutional alteration of the constitu- 
tional regime” of the kind perpetrated 
by Alberto Fujimori when he shut 
down Peru's Congress in 1992. The 
main sanction was already approved 
by the region’s leaders at ais Ril summit 
in Quebec in April, when they made 
democracy a condition for taking e part 
in the proposed Free-Trade Area 


Americas. 

Do such declarations matter? Ina 
sombre atmosphere, Mr Powell made a 
point of staying to deliver a short 
speech before dashing back to Wash- 
ington. But it is Latin American coun- 
tries that have been reluctant to 
intervene when democracy has been 
threatened recently, as it was by Mr Fu- 
jimori’s efforts to stay in power by rig- 
ae arn eee S . As a result, 

response has often been 
flabby, and may well continue to be. 

Neither are ss the threats just political. 
“In the 1990s, the big discussion among 
Latin Americans was how were we go- 
ing to strengthen democracy and keep 
the peace. That's not an issue any more. 
Now the question is whether we're go- 
ing to be able to have economic policies 
with a human face,” says Ricardo Lagos, 
Chile's president. Perhaps so, though 
ae eee 

ocracy for granted. 
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Canada s water 


Crazed by thirst 


VANCOUVER 


Canadians are in a lather over water exports 


ANADIANS have been worrying 

about water this summer. First severe 
drought hit southern Alberta, Saskatche- 
wan and Ontario, turning crops to dust. 
Then contaminated drinking water left 
seven people dead in Ontario, and thou- 
sands sick in Newfoundland and Sas- 
katchewan. A proposal to export tanker- 
loads of water from Newfoundland to the 
United States has triggered alarm. Some 
Canadians even fear that the North Ameri- 
can Free-Trade Agreement (NAFTA) threat- 
ens their government's ability to exercise 
sovereign control over their water. 

Canada contains about one fifth of the 
world’s fresh water. That abundance has 
long been the target of covetous eyes from 
drier Americans to the south. Inconve- 
niently, most of Canada’s big rivers flow 
north or east. In the 1960s American engi- 
neers dreamed up fanciful schemes to di- 
vert some of them to the south. Now some 
Canadian politicians see profit in export- 
ing water southwards by easier means. 

In the spring Newfoundland’s premier, 
Roger Grimes, said he would consider a 
businessman's proposal to pay C$20m 
($12.8m) a month to take 13 billion gallons 
of water a year from a lake and ship it to 
the United States. Mr Grimes said he was 
ready to lift Newfoundland’s ban on such 
exports, but only after public hearings. 

Opponents fear that this opens a hole 
in the dyke. Water has long been publicly 
owned and supplied in Canada (though 
there is an export trade in bottled water). 
However, if a province starts to export 
bulk water, that would turn it into a traded 
commodity. Critics claim that NAFTA 
would oblige Canada to supply its trading 
partners with water on the same terms it 


E i, ie 


eS F <$ 


pisaia? ‘a> 
OCEAN 


Hudson 


gives to its own consumers. 

In fact, NAFTA says nothing about wa- 
ter supplies. Officials insist there is no need 
to worry. They point out that an amend- 
ment to the International Boundary Wa- 
ters Treaty Act, due to be approved later 
this year, will prohibit the bulk removal of 
water from basins that straddle the border, 
notably the Great Lakes (Newfoundland 
will not be affected). 

However, provincial governments 
have constitutional authority over natural 
resources. The federal governmentis push- 
ing the provinces to agree to a national ban 
on the bulk removal of water from all 
drainage basins. Only half of the prov- 
inces have signed this, but the others have 
their own bans on removing water. 

Even so, the government faces vocal de- 
mands to enact a national ban on bulk wa- 
ter exports. It has no plans to do so. “Water 
is nota [tradable] good, it is a resource that 
needs to be managed,” says Pierre Petti- 
grew, the trade minister. Indeed: rising de- 
mand, pollution and climate change all 
mean that Canada is using most of its eas- 
ily accessible water. That is partly because 
consumers pay a low tariff, unrelated to 
the amount used, which encourages 
waste. The environment ministry is now 
studying ways of pricing water. 

In fact, it is not clear whether a federal 
law banning bulk water exports would 
trump provincial authority over natural 
resources. With Alberta and Quebec (and 
now Newfoundland?) jealous of provin- 
cial rights, such a law could trigger a con- 
stitutional squabble—something for 
which Canada’s prime minister, Jean 
Chrétien, may have no stomach. The po- 
litical splashing looks unlikely to stop. m 
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The pressure builds 


HARARE 


But Robert Mugabe, unyielding, goes his own way 


HIS has been a humiliating week for 

Robert Mugabe. His government has 
come under unprecedented criticism from 
other countries, first at the Common- 
wealth talks in Abuja, Nigeria’s capital, 
and then at a special southern African 
summit in his own capital, Harare. As if 
that were not enough, his party, ZANU-PF, 
got a stinging slap on the face in the Bula- 
wayo municipal elections, losing the post 
of mayor and all eight council seats to the 
opposition Movement for Democratic 
Change (MDC), despite its best vote-rig- 
ging efforts. 

In Abuja, on September 6th and 7th, the 
foreign ministers of seven Common- 
wealth countries sat in judgment on Zim- 
babwe. Mr Mugabe-—on a ten-day “work- 
ing holiday” in Libya, where his old friend 
Muammar Qaddafi had a welcome 
cheque for him—left his staff to make his 
case. Zimbabwe's foreign minister, Stan 
Mudenge, told the meeting that his coun- 
try’s problems boiled down to the need for 
land reform. Ministers from Australia, Brit- 
ain, Canada, Jamaica, Kenya, Nigeria and 
South Africa begged to disagree. While 
acknowledging that land reform is needed 
in Zimbabwe, they told him unanimously 
that the trouble also stemmed from state- 
sponsored political violence, contempt for 
human rights, economic decline and the 


subversion of democracy. 

Hard on the heels of the Abuja meeting, 
Mr Mugabe found himself obliged to at- 
tend an extraordinary two-day summit 
with the leaders of five neighbouring 
countries, all members of the Southern Af- 
rican Development Community (SADC), 
in Harare. He had not asked them to come. 
They had insisted on inviting themselves, 
and on raising the same disagreeable sub- 
ject that had been broached in Abuja: the 
effect of Zimbabwe's disorder on their 
own struggling economies. The summit 
opened with Bakili Muluzi, Malawi's presi- 
dent and sapc’s chairman, politely telling 
Mr Mugabe that the neighbours only 
wished to help, and then blaming him di- 
rectly for Zimbabwe's economic collapse 
and the spreading violence there. South 
Africa already faces constant difficulties 
from the stream of Zimbabweans pouring 
across the border in search of work. 

SADC had also ordered meetings with 
members of Zimbabwe's opposition par- 
ties and white farmers, though many were 
forbidden to speak. At the close of the 
meeting Mr Mugabe's self-styled “war vet- 
erans”, finding themselves in the same 
room as many of their opponents, ap- 
plauded and cheered anything that re- 
dounded to Mr Mugabe’s credit. There was 
not much of it. Slumped in his chair, lips 
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pursed, the president could not have 
looked more sulky if he had tried. 

Between them, the two summits came 
up with some formalised ideas to make Mr 
Mugabe behave. In Abuja, the British gov- 
ernment pledged money-—reported to be 
£36m ($53m)—for land reform, if Zimba- 
bwe would carry out the redistribution le- 
gally and peacefully and make macroeco- 
nomic reforms. No particular body will 
check on this, but a ministerial “action 
group” will meet on the eve of the Com- 
monwealth heads-of-government meet- 
ing in Brisbane in October to consider 
whether Mr Mugabe has fulfilled his end 
of the bargain, and what to do if he has not. 
At the Harare meeting, a regional task-force 
was set up to meet every few weeks to 
monitor events in Zimbabwe. Mr Muluzi 
said he had had every assurance from Mr 
Mugabe: his government would follow 
the rule of law. 

And pigs might fly. Mr Mugabe is still 
prevaricating over the Abuja agreement, 
saying he needs the approval of his party’s 
politburo and his cabinet, neither of 
which has met yet. In fact, even if it cared to 
try, Zimbabwe’s government would find it 
hard to carry out the macroeconomic re- 
forms that Britain insists on. Meanwhile, 
the seizure of white farms has carried on 
as usual, as invaders moved in unres- 
trained by police and the “war veterans” 
who lead the takeovers vowed to continue 
their “peaceful demonstrations” for “as 
long as there is no justice”. It is clear that 
Mr Mugabe's idea of legal land redistribu- 
tion is exactly what he has been inflicting 
on the country for the past 18 months. 

Yet, try as he may, Mr Mugabe cannot 
dismiss the new pressure on him merely as 
the vengeful work of former colonial pow- »» 


> ers or the machinations of western capital- 
ists. It is African anger he faces now. With- 
in Zimbabwe too there is a firm resolve 
among the opposition parties to resist Mr 
Mugabe's rule. The voters of Bulawayo, 
admittedly an opposition stronghold, 
showed their firm rejection of ZANU-PF, 
despite the cash handed out freely, vio- 
lence, intimidation and evidence of large- 
scale voting fraud. The Mpc candidate for 
mayor, for example, won around 61,000 
votes; his ZANU-PF rival, around 12,000. 
The Brisbane meeting should see con- 
tinued pressure on Mr Mugabe to meet 
minimum standards for a free and fair 
presidential election, which must be held 
by April. But he has not met those stan- 
dards for several years, if ever, and on the 
evidence of this week’s events he has little 
intention of adopting them now. & 


Syria 
Autumn in 
Damascus 


DAMASCUS 


Acrackdown stifles hope of reform 


YNICS in Syria delight in spotting 

chinks of light in their government's 
efforts to smother dissent. Not so long ago, 
they note, the Baathist regime abducted its 
critics in secret, tortured them and impris- 
oned them without trial. It must now be 
considered a sign of progress that, when 
eight leading dissidents were arrested re- 
cently, the government openly an- 
nounced their detention, is treating them 
nicely, and says it will punish them accord- 
ing to the law. 

None of this, of course, is much comfort 
to the arrested men. They include two out- 
spoken parliamentarians, five prominent 
intellectuals, and Riad Turk, a 71-year-old 
Communist leader who was released from 
prison only in 1998 after spending 17 years 
in a cramped underground cell. All are 
guilty of taking part in the broad-based 
movement for reform that began to co- 
alesce after the death last year of Syria's 
long-ruling strongman, Hafez Assad, and 
the installation of his 35-year-old son 
Bashar as ruler. 

At first, the informal movement was en- 
couraged by the new leader’s policies. The 
younger Assad, an apparently mild and 
enlightened man with an interest in the In- 
ternet, released hundreds of political pris- 
oners and took steps to encourage private 
investment. He also turned a blind eye to 
the increasingly vocal criticism of the 
Baath Party, which has monopolised 
power since 1963. Since the party in effect 
controls most institutions, including the 
universities and the press, private meet- 


ings were the sole outlet for this outpour- 
ing of grievances. By last winter, however, 
salons for political debate had proliferated 
across the country. Speakers were de- 
manding not just pluralism and democ- 
racy but accountability for what is per- 
ceived as rampant official corruption. 

With the Palestinian intifada raising re- 
gional tensions, and with the Baathist old 
guard fearful of losing its privileges, pres- 
sure mounted on Mr Assad to put the 
brakes on political change. The president 
declared his displeasure obliquely, saying 
that economic reform should take prece- 
dence over politics. Other officials mut- 
tered about “red lines” that must be re- 
spected, meaning there would be no 
tolerance of questions about the legiti- 
macy of the regime. By last spring the state 
had issued ordinances forbidding most of 
the salons, which had come to be known 
as civic forums. 

The groups largely complied, although 
individual voices continued to call for 
greater freedom. Earlier this month, how- 
ever, Riad Seif, a maverick independent 
legislator in Syria’s parliament, mounted a 
direct challenge to the rules. Some 200 
people gathered at his National Dialogue 
Club, a group that held its meetings in a 
cramped apartment in the Damascus sub- 
urbs. Dozens of speakers lashed out at the 
government, but also listened politely as 
several Baathist intellectuals defended 
their party's record. 

Such impudence was intended as a test, 
so it was no surprise to either Mr Seif or to 
five of his more vocal guests when the se- 
cret police rounded them up over the next 
week. Nor was it a shock to Syrians at large. 
Not only are the country’s 17m citizens in- 
ured to being roughly ruled, but most are 
far too preoccupied with making ends 
meet, or with securing the kind of useful 
connections in government that are a pre- 
requisite for success in business, to pay 
much heed to calls for political reform. In 
their lives, it is a luxury. 

The government is probably right to 
conclude that it has little reason to fear 
mass political protest. Yet its stumbling, 
piecemeal efforts have so far failed to pro- 
duce much improvement in the economy 
either. Population growth has outstripped 
GDP growth since 1997. Unemployment is 
estimated at 20% and rising. Foreign in- 
vestment has been paltry, which is notsur- 
prising considering Syria’s stone-age bank- 
ing system and feeble infrastructure. 

So long as the conviction remains that 
economic and political reform can be un- 
coupled, the economy will continue to be 
handicapped by pervasive cronyism, sti- 
fling bureaucracy and inept management. 
Instead of shutting up the critics, Mr Assad 
would be wiser to employ them. Syria 
needs all the talent it can get for the Hercu- 
lean task of dislodging the real obstacles to 
its revival, both economic and political. m 


World development 


Now, think small 


CAPE TOWN 
Poor countries could help themselves 
get richer by fixing their institutions 


poan money-traders bustle on the 
streets of Myanmar, one of Asia’s poor- 
est and most authoritarian countries. Taxi- 
drivers and diamond-dealers tout for busi- 
ness and curio-sellers walk the beaches of 
Sierra Leone, in west Africa, despite a de- 
cade of war and general collapse. Proudly 
communist Vietnam thrives with young 
capitalist entrepreneurs. However desti- 
tute a country may be, some form of mar- 
ket activity seems to survive. But can the 
poorest find a way to turn that activity into 
useful growth? 

Yes, with some help, said the World 
Bank this week. Its annual World Develop- 
ment Report, which this year looks at the 
way governments can encourage success- 
ful markets, suggests that when poor peo- 
ple are allowed access to the institutions 
richer people enjoy, they can thrive and 
help themselves. A great deal of poverty, 
in other words, may be easily avoidable. 

The study, which gathered existing re- 
search and added a survey of around 100 
countries, found that economies that al- 
lowed open flows of information to as 
many people as possible (with free, com- 
petitive media), good protection for the 
property rights of the poor (especially over 
land and the efficient collection of loans) 
and broad access to judicial systems (even 
for illiterate peasants or people who can- »» 
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> not pay high legal fees) were most likely to 
be competitive, and to develop. 

Efficient formal and informal institu- 
tions, in other words, are crucial for turn- 
ing subsistence farmers, petty traders and 
other would-be money-makers into a 
boon for the general economy. If it is too 
expensive and time-consuming, for exam- 
ple, to open a bank account, the poor will 
stuff their savings under the mattress. 
When it takes 19 steps, five months and 
more than the average person’s annual in- 
come to register anew business in Mozam- 
bique, it is no wonder that aspiring, cash- 
strapped entrepreneurs do not bother. In 
general, poorer countries charge far more, 
relative to income, than rich ones to regis- 
ter new businesses. They also demand 
that applicants jump through more bu- 
reaucratic hoops, and so increase the 
opportunities for corruption (see charts on 
previous page). All this stifles growth. 

Since the poor economies that are 
growing faster are the ones with good in- 
stitutions, says Roumeen Islam, overseer 
of the report, other countries must follow 
suit. But which institutions are best in 
these conditions? Simple and accessible 
ones, is the answer, which do not intimi- 
date the poor. Zambia and the Gambia 
both set up local stock exchanges in the 
early 1990s, only to find they drew almost 
no business. They would have done better 
to consider less ambitious schemes, such 
as the small-claims courts set up in Tanza- 
nia—where the average court case has 
been speeded up from 22 months to 
three—or the micro-credit banks, lending 
small sums on minimal security, set up in 
Bangladesh, South Africa and Bolivia. 

The World Bank report sees such small 
institutions as particularly useful in 
places—Vietnam, Peru and Ethiopia, 
among others—where farmers and the ur- 
ban poor are unsure of their legal rights to 
their land or homes. Granting formal prop- 
erty titles is essential in the long run, to al- 
low people to raise loans and trade their 
property. But until other institutions are 
developed, the poorest are unlikely to use 
those formal titles. 

Has the World Bank hit on something 
new? Not if you ask development econo- 
mists such as Peru’s Hernando de Soto. 
Ever since he found that his government 
demanded over 700 bureaucratic steps to 
obtain legal title to a house, Mr de Soto has 
argued that growth follows respect for the 
property rights of the poor. He may won- 
der why the World Bank feels the need to 
make the point again. But modest sugges- 
tions of this sort may be easier for some to 
accept than grander World Bank prescrip- 
tions. And it is heartening to find the Bank 
admitting that big institutions, imposed by 
foreign donors in the belief that one size 
fits all, can sometimes do more harm than 
good. Now, what about following the fine 
words with a little practical help? m 





Nigeria 
The roots of 
violence 


LAGOS 
They are not ethnic, nor are they 
religious 


INCE Nigeria returned to civilian rule in 

May 1999, over 6,000 people have died 
in short, sudden, horrifying outbursts of 
communal violence. Last week, up to 500 
people were killed and over 900 wounded 
in the pleasant and usually sleepy city of 
Jos, in the centre of the country. A “clash 
between Christians and Muslims” was the 
reason generally offered—as if that ex- 
plained why scores of men should pick up 
axes, clubs and machetes and try to 
Slaughter each other. In June and July 
more than 200 people died in Nasarawa 
State. The explanation in that case? “Rival 
ethnic groups.” 

Shockingly little attention is paid to 
these deaths. The world’s press largely ig- 
nores them, and even inside Nigeria they 
have almost no political impact. Many ob- 
servers, both inside and outside the coun- 
try, dismiss this sort of violence as simply 
“tribal” or “religious”. No further explana- 
tion is sought, as if the clashes were the in- 
evitable expression of inexplicable prime- 
val urges. They are not. 

Nigeria’s return to supposedly demo- 
cratic politics means that its politicians— 
unlike its previous military rulers—have to 
gain some popular support in order to stay 
in power. Money is one tool; another is to 
play an ethnic or religious card, seeking to 
stir up jealousy between groups. In a coun- 
try of some 120m people, split into more 
than 200 ethnic and language groups and 
divided between Muslims, Christians and 
animists, the scope for such mischief is 
huge. In the past two years most commu- 


nal clashes have been related either to dis- 
putes over land or to “identity” politics, 
where one set of people feels put upon, 
threatened or insulted by another. 

But other factors bring Nigerians to- 
gether rather than separate them. Since the 
bloody Biafran war in the late 1960s, Nige- 
ria’s disparate ethnic groups have grown 
more, rather than less, economically inter- 
dependent. More country folk have 
moved to towns, where they have learned 
cosmopolitan habits and grown accus- 
tomed to rubbing along with people from 
other groups. Community-based initia- 
tives aimed at building peace operate in 
many places. Many fail, but some are effec- 
tive. One, run by a pastor and an imam 
who once tried to kill each other but have 
since become friends, has calmed a little 
the troubled city of Kaduna. Nigeria re- 
mains fragile, but most Nigerians believe 
that it is not about to break up now. 

President Olusegun Obasanjo, a Yor- 
uba Christian from southern Nigeria who 
has nonetheless won the trust of many 
northern Muslims, certainly thinks that 
way. He believes, moreover, that the vio- 
lence is caused partly by bad government. 
He is right. According to J.F. de Ajayi, a Ni- 
gerian historian, Nigerians feel no connec- 
tion to their leaders. When Britain, the co- 
lonial power, left Nigeria, it handed 
authority not to traditional rulers, who 
were viewed as having some legitimacy, 
but to doctors, lawyers and the horde of lit- 
erate hustlers who did well in the British 
bureaucracy and the British army and 
now make up Nigeria’s ruling class. 

Since independence in 1960, the coun- 
try has been looted by venal generals or 
misruled by equally crooked civilians. 
Few politicians have shown much interest 
in the problems of ordinary people. 
Rather, they have seen political office as a 
route to riches, and have stopped at little to 
win power or hold on to it. If government 
is about dividing up public funds and fa- 
vours along tribal lines, then more for an- 
other tribe means less for one’s own. Poli- 
tics thus poisons inter-ethnic relations in 
much of Nigeria. 

Speaking on state-run radio last week- 
end, Mr Obasanjo called the slaughter in 
Jos a “disgrace” and called for calm. He 
then promised to make Nigeria safer. He 
has a five-year plan for reforming the po- 
lice, who shoot too many innocent people 
and release too many guilty ones in return 
for bribes. Second, and more important, he 
wants to reform the way Nigeria is gov- 
erned. His ambition, he said, was to “con- 
trol crime, eliminate corruption, enhance 
general development, progress, growth 
and improve the welfare, well-being and 
quality of life of every citizen.” All splen- 
did aims; but sceptics wonder if Mr Oba- 
sanjo has what it takes to achieve them, 
and to end the cycle of political corruption 
that feeds directly into bloodshed. = 


The European Union's security 


Wake up, Europe! 


BRUSSELS 





The European Union is still far from taking on its own security. But the attacks on 
New York and Washington may force Europe to get more serious 


HOUGH the United States will have 

welcomed the solidarity of its Euro- 
pean allies this week—NATO invoked Arti- 
cle 5 for the first time, reminding the world 
that it considers an attack on one member 
an attack on all—the Europeans were none- 
theless conscious that in military matters 
they still rely on America. That is true even 
in places that matter above all to Europe. 

In recent weeks two issues in particular 
have been worrying the people who han- 
dle Europe's security: the Middle East and 
Macedonia. Speaking just a few hours be- 
fore the attacks on New York and Washing- 
ton, a senior European Union official said 
that EU policymakers were in “despair at 
the lack of American engagement” in the 
Israeli-Palestinian crisis. 

In the past some Europeans, particu- 
larly the French, have clearly resented the 
fact that America invariably takes the lead 
in the Middle East. In recent months Javier 
Solana, the Eu’s foreign-policy chief, has 
played an increasingly conspicuous role 
there. But, while keen for the EU to play a 
bigger part, he is also more and more anx- 
ious for America to reassert its interest in 
trying to solve the problem. The Europe- 
ans are under no illusion that they could 
deal with the Middle East on their own. 


In Macedonia, the other big security 
puzzle on European minds, the past week 
has also illustrated the EU’s continuing de- 
sire for American involvement. At a meet- 
ing on September 9th, the Union's 15 for- 
eign ministers called for peacekeepers to 
stay in Macedonia after NATO’s mandate 
to collect ethnic-Albanian rebels’ arms 
runs out on September 26th (see next arti- 
cle). Francois Léotard, a former French de- 
fence minister and the EU’s outgoing en- 
voy to Macedonia, had earlier suggested 
that the new operation could be an exclu- 
sively European one-—the first outing for 
the Eu’s nascent rapid-reaction force. But 
the EU’s foreign ministers, France to the 
fore, were united in dismissing the idea as 
premature, for all their usual talk of an in- 
dependent foreign and security policy for 
Europe. They deemed America’s continu- 
ing involvement, through NATO, vital. 

Indeed, if anyone, it was the Americans 
who seemed to be urging the EU to lead a 
follow-up operation in Macedonia. On 
September 10th a State Department 
spokesman sounded wary of anew NATO 
operation there. “We believe that an EU se- 
curity mission is appropriate,” he said. Be- 
hind the scenes diplomats were scram- 
bling for a formula that could allow NATO 
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to offer armed backing of some sort for civ- 
ilian monitors from the EU and from the 
Organisation for Security and Co-opera- 
tion in Europe. At the same time they were 
hoping for a covering declaration from the 
United Nations to reassure those, Ger- 
many among them, who were anxious for 
some sort of UN blessing. 

Faced with the prospect of going it 
mostly alone in Macedonia, the Europeans 
know how much they still need the Ameri- 
cans. Itis not American troops that Europe- 
ans want. The current NATO-led force is al- 
ready almost entirely European: nearly 
half the troops are British, backed up by 
contingents from 13 other countries. Only 
one American is serving in Macedonia’s 
NATO force~a press officer. But American 
logistical support supplied via a NATO 
base in Macedonia, notably in transport 
and intelligence-gathering, is still crucial. 

Over the next year the Eu hopes to be- 
come capable of running security opera- 
tions on its own. Its officials say that if the 
Macedonia problem had cropped up in a 
year’s time, a peacekeeping force might in- 
deed have been deployed under an EU 
flag. But to run its own operations, the EU 
will need “assured access” to NATO facili- 
ties. The United States is happy to allow 
that, but Turkey, a member of NATO 
though not of the EU, is not—because its 
old foe, Greece, would be part of an EU 
military arm. If this disagreement cannot 
be overcome, the gu will find it hard to 
create its own force. The Union would 
then either have to accept that access to 
NATO facilities could be granted only case 
by case, which would in effect let the Turks 
veto all EU security operations; or EU 
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> countries would have to spend far more on 
defence to build up their own capability. 
Support for the creation of some sort of 
EU military force has helped halt the de- 
cade-long slide in European defence 
spending—though actually reversing it 
seems out of the question just now. Even 
rich Germany, the chief beneficiary of 
NATO's protection throughout the cold 
war, now spends no more than 1.5% of 
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GDP on defence, which some NATO offi- 
cials privately describe as the “free-loader 
threshold”. 

But all security assumptions, on both 
sides of the Atlantic, will be recalculated in 
the light of the attacks in New York and 
Washington. The United States may be 
tempted to concentrate more narrowly on 


direct threats to itself and to reduce its in- 


volvement in areas such as the Balkans 


No outside police? No peace 


SKOPJE 


Violence will surely break out again if no outside force stays to prevent it 


ATO now has over half the 3,200 re- 

bel weapons it hopes to collect in 
Macedonia. But that includes few seri- 
ous items: ground-to-air missiles, rocket- 
and grenade-launchers, snipers’ rifles. 
The rebels have buried many others, 
NATO suspects. And its vows of pulling 
out after 30 days are fading. 

Meanwhile, the violence of Slav-Mac- 
edonian paramilitaries linked to the inte- 
rior minister, Ljube Boskovski, is making 
many ethnic Albanians question the as- 
surances given when they agreed to dis- 
arm. Slav-Macedonian civilians and 
police reservists have not had to hand in 
the 10,000 or so Kalashnikovs that Mr 
Boskovski and his friends gave out in the 
spring, when fighting was at its heaviest. 

His ministry’s legitimate anti-terrorist 
police, the Tigers, are recruiting hard. But 
only 10% of those drawn by its colourful 
advertising are accepted. The rest go off 
to join the Lions or other dubious 
groups, earning a red beret, a uniform, 
and all but carte blanche to attack, ha- 
rass or kidnap ethnic Albanians. Last 
week British paratroopers had to save a 
senior ethnic-Albanian policeman from 
a Lions gang. 

The Lions’ claws reach further than 
that. In provincial towns they and those 
like them are extorting money from busi- 





Boskovski, the hard men’s boss 


nesses, buying off local police and other 
officials, and chasing out of town those 
who might support President Boris Traj- 
kovski and others trying to build peace. 
When NATO goes home, it is suspected, 
Mr Boskovski will strike against ethnic 
Albanians and moderates in his own 
community alike. 

Just how is not clear. But his first aim 
seems to be to take control, by whatever 
nasty means, of the political apparatus. 
NATO and the Eu have arm-twisted the 
Slav-Macedonian vMRO party into de- 
bating, and in principle ratifying, con- 
stitutional amendments to give the 
Albanians wider rights. Mr Boskovski 
and the vMRO hardliners want the 
blame dumped firmly on Mr Trajkovski, 
rallying Slav-Macedonian support be- 
hind themselves and the equally hard- 
line prime minister, Ljubco Georgievski. 

The president and his not-too-anti- 
western advisers see which way the 
wind is blowing. Not only have they to 
sell to their fellow Slavs the idea of con- 
cessions to the ethnic Albanians, but 
they have to protect themselves too. 
They need some outside force to stay 
when NATO's 3,500 men have gone. So 
does the Organisation for Security and 
Co-operation in Europe, which includes 
the Macedonians’ allies, Russia and Uk- 
raine, and is meant to help monitor the 
ceasefire. Not that its officials much 
fancy monitoring wide areas aided by a 
force maybe only 1,500 strong. 

If it had a UN mandate, Mr Trajkovski 
would accept a force of NATO troops. 
VMRO moderates could sell this idea to 
their supporters by saying that Russian, 
Polish and Ukrainian troops too would 
join it, displacing the much-disliked Brit- 
ish, who are seen as too effective and 
forceful. But any peace will be artificial. 
Having created a politically modified 
Macedonia, the West is going to have to 
police it—or leave it to fresh violence, not 
just between the two main communi- 
ties, maybe, but between the moderates 
and hardliners of the Slavic one. 
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that seem more peripheral. Writing before 
the suicide attacks on the United States, 
Kori Schake, a pundit at the National De- 
fence University in Washington, pointed 
out that many of the NATO assets the EU 
may want to use are in fact American ones 
that are “very expensive and scarce even 
in us forces”. Ms Schake went on to argue 
that “the Ev is unlikely to be able to rely on 
guarantees of availability for European cri- 
sis management of assets that the us also 
needs for fighting wars and managing cri- 
ses globally.” 

This may become plainer as the United 
States begins to scrutinise its security pri- 
orities in the wake of the terror attacks. The 
EU, for its part, may be shocked out of its 
complacent assumption that America will 
always be there and that spending on secu- 
rity is a luxury. Both considerations mean 
that Europeans will have to get a lot more 
serious about defence. m 


Belarus's election 
The nostalgic 
opposition 


NAVAHRUDAK 
Belarussian history links a dismal 
present to a more encouraging past 


HERE are few better antidotes to de- 

spair in Eastern Europe than an old 
town soaked with good ideas from long 
ago. Even in the darkest years of commu- 
nist rule, Czechs, Poles, Balts and others 
could take comfort from the visible signs 
of happier days. That is much harder for 
the 10m people of Belarus, who face five 
more years of stagnation and autocracy 
under their newly re-elected president, 
Alexander Lukashenka. On September 9th 
he claimed an implausible 76% of the vote 
in a presidential election that western ob- 
servers say fell well short of international 
standards of fairness. 

Compared with its western neigh- 
bours, Belarus often seems a featureless 
country, both aesthetically and in national 
character. What two world wars did not 
destroy was mostly rounded off by Soviet 
planners and russifiers. Belarus managed 
barely nine months of independent state- 
hood in 1918—too short to sustain the patri- 
otic zing that helped other East Europeans 
to shake off Communist rule. 

History helps answer two depressing 
questions. First, why do so many Belarus- 
sians—perhaps more than half of them— 
genuinely think that an autocratic regime 
based on a bullying personality cult is so 
fine? After all, even allowing for the elec- 
tion’s unfairness, a lot of Belarussians 
plainly do like Mr Lukashenka. Second, 
why are the disgruntled rest, who broadly 
oppose his style of rule, unable to do any- » 
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> thingaboutit? Even in a fair election Vladi- 
mir Goncharik, the main opposition can- 
didate, who was officially credited with 
15% of the vote, would probably have fared 
less than brilliantly. Opposition demon- 
strations against the election-rigging have 
already fizzled out. 

Travel around a bit, and answers 
emerge. For a start, the third of the country 
that used to be part of Poland (see map) 
has at least a dim recollection of a fairer 
and more prosperous life. “Those were the 
good times,” says a crone selling apples on 
polling day outside the 15th-century Mir 
Castle, one of the country’s few surviving 
historic buildings, 95km (60 miles) west of 
Minsk. Unprompted, she starts reciting a 
liturgy in creaky, heavily accented Polish. 
Western Belarussians are more likely to 
look west for democratic inspiration. 

In contrast, it was typical that the man 
probably best able to oppose or expose the 
ballot-rigging, Russia’s top election official 
and observer-in-chief, Alexander Vesh- 
nyakov, was enjoying a leisurely, liquid 
snack with local nabobs inside the castle, 
well away from the flimsy, easily-stuffed 
ballot boxes and official intimidation that 
blighted the election. Sure enough, his 
team of observers said they found nothing 
to worry about. 

Patriotic Belarussians have little reason 
to like the 20-odd years of Polish rule in the 
west of their patch before the second 
world war, even though the eastern 
chunk, under Soviet rule, fared incompara- 
bly worse. Bitter memories of forced polo- 
nisation have faded, though: now the 
Poles are useful allies in the broad demo- 
cratic coalition that Mr Lukashenka de- 
feated. In the north-western town of 
Grodno, for example, the strongest ele- 
ment of the opposition is the Union of 
Poles. Denying the official charge that it en- 
courages separatism, it demands more 
Belarussian and less Russian in schools. 

Really comforting memories, though, 
mean going back not decades but centu- 
ries. Travel another 5okm westwards from 
Mir, and you come to Navahrudak, a town 
which for symbolic importance in Belarus 
is something like Shakespeare's Stratford 
and Magna Carta’s Runnymede com- 
bined. A mere 700-odd years ago, it was 
the capital of the Grand Duchy of Lithua- 
nia and Rus, its Slav-speaking chunk. Later, 
when the grand dukes moved to Vilnius, 
capital of present-day Lithuania, the court 
at Navahrudak had a Europe-wide reputa- 
tion for fairness. The grand dukes compare 
well with the current rulers of Belarus on 
matters such as religious tolerance and the 
rule of law. At its peak, the country was a 
superpower stretching from the Baltic 
down to the Black Sea. It can be argued that 
its official language was indeed an archaic 
form of contemporary Belarussian. A pop- 
ular opposition calendar features the 
greatest grand duke, Vitaut, who reigned 


from 1392 to 1430. 

But there is amore modern source of in- 
spiration in Navahrudak too: as the home 
of Adam Mickiewicz (1798-1855), a poet 
who embodies the values of the Enlight- 
enment—freedom, reason, supranational- 
ity. “A symbol of everything good that we 
want,” says Tatiana Tsaryuk, a local Bela- 
russian opposition campaigner. Using 
Mickiewicz as a symbol of Belarussian pa- 
triotism is a bit of a stretch: he wrote in Pol- 
ish, though one of his most famous works 
(confusingly) begins “Lithuania, my fa- 
therland”, and the Poles consider him their 
own national poet. It is a fair bet that most 
Belarussians are only dimly aware of him, 
even less so of Belarus's distant but glori- 


ous past when it was part of Lithuania. Of- 


ficial propaganda still overwhelmingly 
stresses history’s Soviet version: Belarus as 
a grateful partner of big brotherly Russia. 
Most Belarussians in opposition hope 
that, as the economy declines and the do- 
cile Soviet-minded generation dies off, 
people may start thinking differently, not 
just about politics and history. But some 
fear that a few more years of Mr Luka- 
shenka will see Russia gobble their coun- 
try up. That, they recall, was roughly what 
happened to the remains of the grand 
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duchy. And Mickiewicz died in exile. = >» 
Norway's election 
Labour wins but loses 


OSLO 


The right may form the next Norwegian government 


HE Norwegians have sent a nervous 

shudder down the spines of Scandina- 
via's social democrats, who have ruled 
their respective roosts, with only occa- 
sional and brief hiccups, for the past 70 
years. In fact, Norway's ruling Labour 
Party, as the country’s social democrats are 
called, still won the general election on 
September 10th. But they drooped spec- 
tacularly, from 35% four years ago to 24%; 


à Votes from the fjords 
General-election result, seats, 2001 (1997) 





four decades ago they got nearly half of all 
the votes. It will take a while for a new gov- 
ernment to be formed, but there is a fair 
chance that a clutch of right-wing parties, 
perhaps led by the Conservatives, who got 
21%, will take office. 

Despite his setback, Jens Stoltenberg, 
Norway's clever prime minister, who has 
led a minority government since last year, 
has refused to resign—yet. The voters, he 
rightly points out, have not spelt out their 
alternative. Indeed, Norwegians gave no 
fewer than five parties each more than 12% 
of the vote and enabled eight in all to take 
seats in parliament. “Norwegian voters are 
like chickens without a head, rushing from 
one party to another in the hope of a mir- 
acle,” says a pundit. 

They certainly veered to both left and 
right. The tally of the Socialist Left, the 
nearest thing in Norway to a communist 
party, doubled from 6% to 12%. It wants to 
spend a lot more of the country’s vast reve- 
nues from oil and gas on sprucing up hos- 
pitals, schools and the country’s already 
generous welfare state. By contrast, the 
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> Conservatives, led by Jan Petersen, a rather 
grey foreign-policy analyst, saw their score 
shoot up from 14% to 21%, with their calls 
for drastic tax cuts plainly striking a chord. 

This time the ticklish issue of whether 
Norway should join the European Union, 
which split the country down the middle 
in referendums in 1972 and 1994—both re- 
sulting in narrow No votes—played little 
part in the campaign. The virulently 
anti-EU Centre Party saw its support 
slump by a third, to 6%. 

When parliament comes back in Octo- 
ber, the Labour government may be re- 
placed by a coalition of Conservatives, 
Christian Democrats and Liberals. Either 
Mr Petersen or the Christian Democrats’ 


France’s Greens 


Blushing pink 
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Kjell Magne Bondevik, who was prime 
minister from 1997 until he bowed out last 
year after taking time off for depression, 
will probably run the show. 

But it might not be plain sailing for a co- 
alition crew on the right. Such a govern- 
ment would still need at least the occa- 
sional support of the right-wing populist 
Progressives, led by a veteran maverick, 
Carl I. Hagen. He matches the Conserva- 
tives with his calls for lower taxes and the 
Left Socialists with his demand that oil 
money should be spent on welfare, espe- 
cially on pensioners. Mr Bondevik, how- 
ever, would be loth to depend on the 
controversial Mr Hagen. 

Whoever takes office, do not expect 


The Greens’ presidential candidate is already proving a liability 


RUST the Greens, supposedly a 
responsible part of France’s Socialist- 
led coalition government, to upset their 
own apple-cart. Alain Lipietz, their offi- 
cial candidate for next spring's presiden- 
tial election, was having to explain 
himself to a special meeting of the 
party’s executive council this week. Why 
had he, according to Le Monde, helped 
the Front for the Liberation of the Corsi- 
can Nation, a broad church attended by 
moderates and extremists alike, devise 
an economic plan to help the violence- 
prone island gain independence from 
France? And why had he appeared at 
meetings with ETA, the Basque-separat- 
ist terrorist group? 
Why indeed? Mr Lipietz says the 
main accusation, which refers to 1989, is 
a plot by a party “cabal” using “below- 
the-belt tactics” to press for his with- 
drawal as the party's presidential candi- 





He should’ve piped down 


date. He may be right. He denies any 
role as the Corsican separatists’ adviser, 
arguing that their economic plan was 
simply “inspired” by his published 
works. Moreover, his friends point out, 
the Socialist-government of the day had 
itself been in official discussion with 
members of the Front. 

In which case, why is the “cabal” so 
keen to get rid of him? One reason is per- 
haps personal jealousy. When the 
Greens in June held American-style pri- 
maries to select their candidate, they 
were expected to nominate Noél Ma- 
mére, an MP from the Gironde. Instead, 
they chose Mr Lipietz, a member of the 
European Parliament who is a former 
Maoist as well as a graduate of the Poly- 
technique, the grandest of the Grandes 
Ecoles that train so many members of 
France’s elite. 

But a more respectable reason for Mr 
Lipietz’s possible demise is that he could 
lead the party to electoral extinction. 
Few voters are impressed by his call last 
month for an amnesty for Corsica’s ex- 
tremists. Moreover, in a poll published 
at the weekend, he was easily the least 
“credible” of the candidates (all no- 
hopers) advocating environmental poli- 
cies. As Mr Mamére puts it, since his se- 
lection Mr Lipietz has been “doing us 
more harm than good”. 

Is Lionel Jospin, France’s prime minis- 
ter and the as-yet-undeclared presiden- 
tial candidate of the Socialist Party, 
perturbed at the disarray among his 
Green friends? Probably not. After all, if 
Green voters shun Mr Lipietz next April, 
in the first round of the election, they are 
as likely as not to throw their support 
behind Mr Jospin, so boosting his 
chances in the second round. 





Norway to change dramatically. Consen- 
sus will almost certainly reign as usual. 
The country is still awash with oil money. 
Though all governments, for fear of infla- 
tion, have kept much of the cash in a spe- 
cial pot, known as the Petroleum Fund, for 
the day when the oil runs out, many Nor- 
wegians now think that more of it should 
be spent on their dowdier schools, under- 
staffed hospitals and run-down services 
for the old. A particular reason for La- 
bour’s decline was that instead of spend- 
ing the oil money and cutting taxes, Mr 
Stoltenberg was trying to revamp the pub- 
lic sector—and promptly lost the backing 
of the powerful state-sector trade unions. 
This inconclusive election result may, 
oddly, give many Norwegians what they 
want: a weak government in thrall to an 
obstreperous and perhaps more populist 
legislature which may insist that more of 
the oil money should be dished out. Mean- 
while, the social democrats’ still-ruling 
counterparts in Denmark and Sweden will 
nervously wonder what lessons they can 
draw. The Danish lot, under the prime 
minister, Poul Nyrup Rasmussen, are flag- 
ging in the polls and face a general election 
by next March. The Swedish party, under 
Goran Persson, is better liked, but must 
face the voters’ verdict within a year. @ 


Spain and its Basques 


Which way 
ahead? 


VITORIA 
The central government and the Basque 
one dispute how best to fight terrorism 


66 E HAVE a breathing-space: either 
we negotiate our way forward, or 
things will go backwards.” That, in brief, is 
the view of Juan Jose Ibarretxe, premier of 
Spain’s troubled Basque region. But he 
does not mean negotiating with the ETA 
terrorists who want to shoot the region’s 
way to independence; he means talking 
about wider self-government for it with 
Spain’s conservative prime minister, Jose 
Maria Aznar, who believes that, given full 
co-operation between centre and region, 
tough police and court action on its own 
can crush the gunmen. Is either man right? 

Recent police successes argue, in the 
short run, for Mr Aznar. Alone or in co- 
alition, the non-violent Basque Nationalist 
Party (PNV) to which Mr Ibarretxe belongs, 
has run the region ever since it got a gov- 
ernment of its own in 1980. The centre has 
long suspected these PNV governments, 
and their regional police, of being (at best) 
half-hearted in pursuing ETA; and the 
more so when, in 1998-99, during a 14- 
month ETA ceasefire, the PNV took the 
gunmen's political arm as its coalition > 





> partner. The ceasefire soon collapsed. So 
did the coalition. But not so Mr Aznar's 
deep suspicions. When, belatedly, he met 
Mr Ibarretxe after the pnv had triumphed 
in a fresh regional election last May, he 
read the Basque premier a sharp lesson on 
the need for real vigour against ETA. So far 
it seems to be working. 

Within days the two governments’ inte- 
rior ministers met, and within weeks sig- 
nificant arrests began. On August 22nd the 
regional police seized eight alleged ETA 
members, 160 kilos of explosives and a 
small armoury of weapons in the Basque 
province of Guipuzcoa, where ETA had 
committed a dozen big attacks and as 
many murders since its ceasefire ended. 
Two days later national police made six ar- 
rests and seized a further 275 kilos of explo- 
sives in Catalonia, far off but it too the 
scene of several ETA killings. These, it is 
claimed, were major blows to ETA. More 
arrests followed last week in Vitoria, seat 
of the Basque government, though per- 
haps of lesser fry. 

There is probably more to come, since 
quantities of documents too have been 
seized, including, itis said, lists of potential 
victims. The regional police and the na- 
tional forces (more than one is involved) in 
the past were pretty dubious of each other. 
Now, say politicians at both levels, they 
are working better together. It is mere 
“slander” to claim anything else, says Mr 
Ibarretxe, who readily repeats what he 
said when he took office again, that the de- 
feat of terrorism is his first task. 

So eTA—for all that it can still hit back, 
as it did with a car-bomb at Madrid airport 
last month-—is on its last legs, is it? The inte- 
rior minister, Mariano Rajoy, has said al- 
most that. He is probably wrong. 

The reason is twofold. One is that ETA’s 
political aims—which, at the extreme, 
mean an independent Basque state, in- 
cluding some Basqueish bits of France— 
are widely shared. True, the region largely 
governs (and taxes and polices) itself, as 
never before in its history. Its language is 
not suppressed. Indeed, it is ever more 
widely used and taught. So who needs in- 
dependence? The answer, from the pre- 
mier down to the man in the Bilbao metro, 
is what you might find in Scotland: we 
want to decide our future for ourselves. In 
May 43% of those Basques who voted 
backed a pNv-led coalition. Even though 
ETA had returned to killing, another 10% 
voted for the gunmen’s friends. 

One cannot just add those figures to 
show how a referendum on independence 
would go. Many PNV voters might vote to 
stay in Spain. Even among these, say opin- 
ion polls, most feel both Basque and Span- 
ish; only a third feel Basque alone. But the 
vote for secession would certainly be large. 
At the extreme, that sort of feeling, frus- 
trated, is likely to go on breeding recruits to 
make up ETA’s losses. And only a minority 
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of its supporters favour a fresh truce. 

The other reason for fearing that ETA 
will endure is that Mao, when he de- 
scribed guerrillas as fish swimming in the 
sea of passive support, was not quite right: 
for the gunmen of the Basque region, a 
small pond of support is enough. The city 
of Vitoria shows how. 

This is the seat of Basque government, 
but also the capital of Alava, the least 
Basque of the region’s three provinces. Mr 
Aznar’s thoroughly Spanish People’s Party 
(pp) runs the city. The main square is the 
Plaza de Espana, dominated by a sign say- 
ing “ETA no” in Spanish and in Basque. 
Name and slogan alike suit most Vitorians. 
Yet close by, in the old city, stands a small 
building plastered with pro-ETA slogans. It 
has a beaten-up look—which is exactly 
what it was when its youthful occupants 
recently came to blows with the local po- 
lice, were raided, and carted off. And what 
a glorious hoo-ha the ultra-nationalist 
press made of the affair. 

Last weekend the boot was on the other 
foot. Down in Mondragon, famous as the 
heartland of the Basque region’s culture of 
industrial co-operatives, a balaclava-hel- 
meted crowd bombarded the police sta- 





Our flag, for ourselves 


tion with Molotov cocktails. And over in 
San Sebastian a couple of tourist agencies 
were set on fire. 

No one died in any of these incidents. 
But they and countless other episodes of 
minor street violence keep alive an atmo- 
sphere of division and tension. So do the 
ultras’ claims that arrested ETA men are 
routinely tortured, and the fact that, when 
convicted, some are jailed hundreds of ki- 
lometres from their families. So, on the 
other side, and far more gravely, do the 
threats—sometimes carried out-to busi- 
nessmen, policemen and local councillors 
of anti-separatist parties: some of these 
last have been frightened into resigning. 

So far, years of tension have not bred 
the sort of wide communal hatred visible 
in Northern Ireland between the national- 
ists and those whom the ultras deride as 
espanolistas: most Basques, whatever their 
views, have more wit, and, as they have of- 
ten shown, more detestation, of violence. 
But among the young extremists, every lit- 
tle incident, every arrest, nurtures their 
sense of purpose and of grievance. 


Asking for more 

It is in this atmosphere that the PNv has to 
govern, under tireless fire from the separat- 
ist press. “With the Pnv there'll never be 
an independent, unified Basque country,” 
jeered one such paper last week—and 
quite possibly it was right. Mr Ibarretxe 
has just wooed the Basque far left into his 
government, giving him 36 of the parlia- 
ment’s 75 seats. He reckons he can govern 
without the chamber’s seven pro-ETA ex- 
tremists. But no wonder he feels that police 
measures are “necessary but not suffi- 
cient” to fight off pro-ETA sentiment. 

If only, he says, the government in Ma- 
drid would help him, by devolving more 
power to the regional one. He has a long 
list of fields, headed by aspects of social se- 
curity, employment and training, in which 
power should have been devolved to the 
region, under the original deal that set it 
up, but haven't been. Even where powers 
have been transferred, he claims (and Ma- 
drid denies) that the centre tries to wriggle 
out of its commitments. 

The centre says it is quite ready to talk, 
indeed eager to reach anew “economic ac- 
cord”—essentially on tax-collection—to re- 
place the present one, whose 20-year life 
runs out on December 31st. But all these, 
says Madrid, are technical issues; no way 
will it set up a high-level political commit- 
tee, as Mr Ibarretxe wants, in which centre 
and region would re-examine together the 
very basis of Basque self-government, the 
region’s “statute of Guernica”. Fulfil the 
statute, by negotiation, yes; rewrite it, no. 

For Mr Aznar, that would be a step to- 
wards the break-up of Spain. Mr Ibarretxe 
sees it as the way to stop his region sliding 
backwards into worse violence. Too bad: 
Mr Aznar will not open itto him. m 
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Charlemagne Jose Maria Aznar 


Spain’s prime minister may damage his high reputation by mishandling the Basques 
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N THE whole, Jose Maria Aznar has been a striking success 

as Spain’s prime minister. When he and his conservative 
People’s Party (Pr) won power in the 1996 general election, some 
Spaniards were suspicious. The secular-minded suspected that 
they would see the stricter hand of Catholic traditionalists in so- 
cial legislation. Socialist-inclined workers thought Mr Aznar 
might thump the trade unions. Liberals thought he might be an 
intolerant authoritarian, a capitalist of the crony-collecting kind. 
Many thought he would bear a Castilian hostility to the regions, 
which had gradually been gathering a lot more clout in a much 
less centralised Spain. 

Few of these fears have been borne out. Mr Aznar has relent- 
lessly moved his pp to what he calls “the reformist centre”, deny- 
ing it even the label “centre-right”. He has kept a fair consensus 
between unions, bosses and government. In Europe, sensing the 
predominance of the moderate left, he has gone out of his way 
to befriend Britain’s Tony Blair, dutifully perusing the gospel of 
the “Third Way”. 

Dour he may be, and dull on television. But on the whole Mr 
Aznar has been straight, efficient, clear-headed, honest. Building 
on foundations laid by his modernising Socialist predecessor, 
Felipe Gonzalez, he has steadily freed Spain’s economy and 
overseen one of the fastest growth rates in the EU. In Europe his 
Spain is taken seriously; Mr Aznar makes much of its new ascen- 
dancy in Latin America, where it has overtaken the United 
States as the biggest investor. Mr Aznar says Spain deserves to 
join the G8 group of rich countries. He has a case. 

But he readily admits that on one front he has been utterly 
stymied. “The Basque problem is the Spanish problem,” he says 
bluntly. “All the others are relatively minor.” Yet he looks starkly 
unlikely to solve it. One big reason is that even the non-violent 
Basques are a tricky lot, while the terrorists of ETA are militarily 
hard to beat because they have enough popular support to give 
them water to swim in. In Spain's three mainly Basque prov- 
inces, a tenth of the voters plumped for the pro-ETA party in the 
latest regional election, in May. 

But another big reason for the impasse is that Mr Aznar has 
himself been obtuse, by unwisely alienating the majority of 
Basques who do not back ETA. In May’s election, nationalists— 
moderates and ETA-lovers combined—won 53% of the vote. Be- 


fore the poll, Mr Aznar sounded confident that his pp would 
oust the non-violent Basque National Party, the Pnv, as the re- 
gion’s biggest. In the event, the voters slapped Mr Aznar in the 
face and gave the PNv a resounding boost of reassurance. 

You might have thought that, seeing the strength of Basque 
nationalism, Mr Aznar would have admitted his misjudgment, 
changed tune and acknowledged that to defeat ETA he would 
have to come to terms with the Pnv. Nota bit of it. Because 
some people in the PNv share roughly the same separatist aims 
as the terrorists behind ETA, Mr Aznar damns them both 
equally, denouncing Basque nationalism, non-violent as well as 
violent, as a “Nazi ideology”. In particular, he makes few bones 
about loathing Xabier Arzalluz, the pNv’s long-serving leader, as 
virtually a racist. He also belittles the much younger Juan Jose 
Ibarretxe, head of the Basques’ regional government, as a mere 
cypher, instead of building him up—as many advised Mr Aznar 
to do—as a more flexible figure with whom he might profitably 
do business. The PNv, says Mr Aznar, “doesn’t stand against 
ETA, it hides behind it...it excuses terrorism.” 

Mr Aznar'’s bitter feelings are understandable. ETA regularly 
murders politicians, especially from Mr Aznar’s party, and peo- 
ple who just happen to be in the wrong place. The Basques al- 
ready have a lot of autonomy; some of their nationalists have 
gone on spookily about racial identity; the PNv’s Mr Arzalluz is 
indeed a slippery fellow whose condemnations of terrorism can 
carry a whiff of moral ambiguity, accompanied as they often 
are by denunciations of “the Spanish state”. It is reasonable, too, 
to fear that handing still more autonomy to the Basques might 
encourage other regions, especially Catalonia, to demand more 
too. And Mr Aznar is right to say that, if the PNv government co- 
operated more energetically with Madrid on security, ETA might 
have a harder time of it. Recent successes tend to bear that out. 


Don’t put all your Basques in one exit 

But Mr Aznar’s obduracy on the political front is playing into the 
extremists’ hands—by pointlessly antagonising the non-violent 
Basque majority. Basques, he says, “can argue for anything— 
provided, first, that they do not kill; and, second, that they re- 
spect the rules of the game.” It is, of course, precisely the game’s 
rules that the non-violent Basques want to change. In particular, 
they would probably have to alter Spain’s constitution to hold 
what they call “a referendum on self-determination” that might, 
if most people in the region wished it, lead to secession. 

Never, says Mr Aznar. Spain’s indivisibility is underwritten 
by the constitution of 1978 endorsed by an overwhelming ma- 
jority of Spaniards—and that’s that. No, say the Basques, only a 
minority of Basques voted in favour. Mr Aznar is impervious to 
arguments that in other European countries, including the Un- 
ited Kingdom, re-emergent nations such as the Scots would be 
allowed to win independence by voting for it if they so wished. 

So long as Mr Aznar sets his face with such contempt against 
Basque nationalism of all stripes, making it harder for moder- 
ates to co-operate, he is unlikely to beat its vilest manifestation 
in the shape of ETA. In due course, a wilier prime minister may 
give the Basques their referendum. Basque terrorism might then 
be more easily contained, if not necessarily extinguished. And 
the Basques would probably vote to stay within Spain. 

Mr Aznar says he will bow out when, by 2004, his current 
term ends. If he is to depart as a statesman, he should be brave 
enough to let the constitution be amended before he goes. = 
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King Tony and the barons 


Union leaders say the government's plans for private provision of public services 
are a disaster for the public and the workers. That’s not how it looks in practice 


ISIBLY shocked by the news from 

America, Tony Blair did not deliver the 
speech he intended to make to the Trades 
Union Congress annual conference this 
week. But a clash with the union barons 
over his plans to extend private-sector pro- 
vision in the public services has been post- 
poned, not avoided. 

The Labour Party was born out of the 
trade unions; so, for union leaders, Mr 
Blair’s plans to push privatisation further 
than Margaret Thatcher ever did smack of 
betrayal. Fear also lies behind their hostil- 
ity to Mr Blair's schemes. The public sector 
is their stronghold. Although the private 
sector accounts for three-quarters of civil- 
ian employment, only 19% of its employ- 
ees are union members. By contrast, the 
union membership rate in the public sec- 
tor is 60%. The unions therefore have good 
reason to fear the transfer of public-sector 
jobs into the private sector, 

The unions have sought to rally public 
opinion to their cause. The GMB, Britain’s 
fourth-largest union, has spearheaded op- 
position to the plan, which it brands as pri- 
vatisation. John Edmonds, its general 
secretary, warns that it could become La- 
bour’s poll tax. Public services, the unions 
maintain, will deteriorate, and taxpayers 
and consumers will suffer as a result. 

But compared to other European coun- 


tries whose welfare states are held up as a 
model, Britain’s core public services re- 
main firmly in the grip of public providers. 
In France, a quarter of hospitals are pro- 
vided by private companies, as are most 
ambulances. In the Netherlands, three- 
quarters of primary and secondary pupils 
attend schools that are publicly financed 
but privately run, mainly by non-profit 
organisations. 

In Britain, almost all of medical care 
and education is still run, as well as paid 
for, by the state. Although ancillary ser- 
vices, such as cleaning, have increasingly 
been outsourced to private contractors, 
only atiny proportion of operations on pa- 
tients paid for by the NHs have been car- 
ried out in private hospitals. In 1998-99, 
spending on publicly funded patients 
treated privately was only about 5% of to- 
tal expenditure on the NHS. Much the 
same is true of education, where only two 
publicly funded schools are now being 
run by private-sector organisations, with 
another one due to open next year. 

Given this starting-point, the govern- 
ment’s disputed plans to extend private- 
sector provision are modest to a fault. In 
health, for example, the government in- 
tends to make use of spare capacity in the 
private sector and to use private health 
managers to run some of the new stand- 
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alone surgery centres it is setting up. 

In education, the government wants to 
encourage more new schools like the pri- 
vately sponsored “city academies”. It in- 
tends to allow any interested party—the 
Church of England, for instance, or private 
companies—to put forward proposals for a 
new school when the local education au- 
thority has identified the need for one. 

Where the government has been forg- 
ing ahead is in deals under the “private fi- 
nance initiative” (pF1); but most of these 
are more about finance than about service 
provision. In pri deals, expensive capital 
rebuilding is initially funded by the private 
sector. Since borrowing money is more ex- 
pensive for the private sector than it is for 
the public sector, these deals often look 
suspiciously like a costly way of getting 
spending off the government's books. 

The most highly-rated pri schemes 
have been those in the prisons sector. Four 
prisons have been built under the PFI since 
1997. Significantly, those have been the 
only pri deals under which private compa- > 
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> nies not only build, but also run all the ser- 
vices in, the facility they have financed. 

But the interests of taxpayers and con- 
sumers are only one side of the equation. 
Union leaders are more concerned about 
the impact of these plans on their mem- 
bers. They argue that contractors save, and 
so make, money by lowering pay and ex- 
ploiting workers. There are two distinct ar- 
eas of worry: what happens to existing 
workers when services transfer, and what 
happens to new workers hired afterwards. 

Take the new workers first. There are 
certainly examples of companies to which 
work is outsourced paying new workers 
much less than those they inherit. For in- 
stance, APCOA, a company that provides 
parking enforcement in Camden and else- 
where, pays its new parking enforcers 
about £6 an hour—around half as much as 
the transferred ones get in Camden- 
which APCOA Says is the market rate. But 
Norman Rose, of the Business Services 
Association, a policy forum for outsourc- 
ing companies, says that for some work- 
ers—for instance, cleaners in the south- 
east—the market rate will be higher than 
the public-sector rate. The problem could 
be solved by public-sector procurers en- 
suring that pay does not fall by fixing levels 
in their contracts—if they are prepared to 
shoulder the extra costs. 

The pay and conditions of transferred 
workers are protected under employment 
regulations. But the unions say these rights 
tend to be eroded. And occupational pen- 
sion schemes are not covered. So the gov- 
ernment last week proposed to strengthen 
and clarify the regulations, and to address 
the pensions issue; but the unions were 
not satisfied. 

Meanwhile, ministers are exploring 
ways to keep workers in outsourced ser- 
vices within the public sector. In three 
controversial pri hospital schemes, new 
and future ancillary staff will remain NHS 
employees, but be managed by private 
companies. But no servant can answer to 
two masters. This retrograde compromise 
is the sort of thing that gives the “third 
way” a bad name. 

Union opposition matters to Mr Blair 
for two reasons. He needs the unions’ co- 
operation on the ground; but he would 
also, of course, rather they didn't embar- 
rass him politically, which, on the face of it, 
they are well-placed to do. 

What the voters think of all this is not 
clear. An opinion poll commissioned by 
the GMB suggests that people agree that 
the public sector should remain public; 
other recent polls suggest that private pro- 
vision is acceptable to most. What hap- 
pens now is likely to crystallise people’s 
views, one way or the other. If schools and 
hospitals do not improve radically in the 
next couple of years, the public will de- 
mand change, never mind the cost to the 
unions. @ 
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Single parents 


M for mum 





Stella Rimington makes an unlikely feminist icon 


T HAS been a big week for the cause of 

Britain’s 1.7m single parents. On Septem- 
ber 12th, at the Savoy hotel, Cherie Blair, 
the prime minister’s wife, was handing 
out the prizes to the two women chosen as 
the best single parents of the year by the 
Work-Life Balance Trust. One of these su- 
perwomen had created Bob the Builder, 
the latest children’s Tv icon, while bring- 
ing up her children, the other an all-male 
production of “Swan Lake”. 

Whitehall’s most famous single mum 
has also been doing her bit for the cause. 
Stella Rimington, a former head of the se- 
curity service, M15, published her mem- 
oirs this week. She is the first head of any 
of Britain’s intelligence agencies to do so. 

Her former colleagues would have pre- 
ferred her to slip quietly away to tend her 
rose garden in the Cotswolds like the rest 
of the country’s ex-spooks. But, con- 
fronted by her determination to publish, 
they have instead limited themselves to 
denouncing her as a traitor and a rene- 
gade. She is now outin the cold. 

Not that she will be missing the cama- 
raderie of her former colleagues very 
much. According to the book, the male M15 
officers that she had to work with were 
blimpish, monocled fools from central 
casting, snoozing through the afternoon 
after a heavy lunch atthe club. 

The books of other renegade spies like 
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Don't call me “dear” 


Peter Wright and Kim Philby titillate with 
juicy anecdotes about fieldcraft, the latest 
in bugging techniques and political plots. 
Ms Rimington’s is a catalogue of slights, 
frustrations and petty humiliations at the 
hands of men. Even after she left the ser- 
vice, Ms Rimington was still encountering 
prejudice in the boardroom, with too 
many inadequate men insisting on calling 
her “dear”. 

Previously, Britain's most famous spies 
had to balance work with a dedication to 
nothing more demanding than commu- 
nism, alcohol and young boys. Ms Riming- 
ton had to balance her career in M15 with 
bringing up two children, and the work- 
load of the job eventually helped to break 
up her marriage. That is a very contempo- 
rary story, and was clearly one of the main 
factors in persuading her to write the book. 
It should make her anew and unlikely icon 
for work-life balance types everywhere, 
and especially for the trust which champi- 
ons their cause. 

Its chairman, the writer Shirley Con- 
ran, has declared that women should stop 
having babies for ten years until the work- 
place becomes a more friendly place for 
mothers. Ms Rimington might agree with 
that. But maybe help is at hand. A New La- 
bour quango, the Flexible Hours Task 
Force, has promised a report on this very 
subject. M15 must be quaking. = 
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Managing the arts 


Museum pieces 





British arts organisations are particularly hard to manage, and much of the fault 
lies with the great and the good who man their governing bodies 


LITTLE while ago, it seemed that a fresh 

breeze was blowing through Britain’s 
fusty museums and arts organisations. A 
whole new generation of directors, many 
of them from abroad, was appointed to 
help set the biggest of these institutions on 
a new footing. Money from the national 
lottery was pouring into the arts, which 
had been starved of cash since the Conser- 
vatives came to power in 1979. 

But now these directors are quitting, al- 
most all of them before the end of their 
contracts. Michael Kaiser, the American 
administrator who was brought in to sort 
out the chaos at the Royal Opera House 
less than three years ago, left at the turn of 
the year. Lars Nittve left Tate Modern ear- 
lier in the summer after barely a year in the 
job. In July, Karsten Witt, a mild-mannered 
German record company executive hired 
by the South Bank Centre, announced that 
he would be leaving the post of chief exec- 
utive at the end of the year. Last Friday, it 
was the turn of Suzanna Taverne, the 41- 
year-old managing director of the British 
Museum (BM), to resign. What is going on? 

Some of the administrators’ problems 
are particular to their organisations. Much 
of Mr Kaiser's time at Covent Garden was 
taken up in dealing with the chairman of 
the board, Sir Colin Southgate, who 
seemed to want to override many of Mr 
Kaiser’s decisions yet did little to help him 
raise funds. Other trustees were equally 
unsupportive. Only two of them bought 
tickets for a major fund-raising event last 
year held in conjunction with the Mary- 
insky Theatre of St Petersburg. The chair- 
man did not even attend. For Mr Kaiser, 


who is accustomed to the mantra of Amer- 
ican trustees—give, get or get off—the lack 
of support was proof to him of how intrac- 
table his job had become. 

Particular circumstances aside, though, 
Britain’s arts administrators face common 
problems. The relationship with the civil 
service is Byzantine. Structures of gover- 
nance are at worst nonsensical and at best 
unclear. The roles of the boards of trustees, 
the governing bodies, are often obscure. 
No organisation welcomes change, and 
under these conditions, reform has proved 
well-nigh impossible. For many directors, 
usually paid around £85,000 ($125,000) a 
year, the struggle has proved too much. 

Nowhere is this truer than at the British 
Museum. Ms Taverne, a former banker 
and director of strategy at Pearson (which 
part-owns The Economist) was appointed 
two years ago at the instigation of the cul- 
ture ministry, which was concerned about 
the way the museum was managed. The 
job of director, then held by a shy expert in 
the history of science, Robert Anderson, 
was divided in two. Ms Taverne took over 
financial management of the museum as 
well as responsibility for planning for its 
future. 

She began replacing the museum's cu- 
ratorial fiefdoms with a more streamlined 
chain of command. Some senior curators 
were unhappy at this, but lower down the 
museum's hierarchy many employees 
welcomed the change. 

Ms Taverne was less successful in her 
efforts to persuade the trustees to reform 
themselves—not surprising, since the 
board is something of a self-perpetuating 


club. Some of the 25 trustees are appointed 
by the government, one by the queen, oth- 
ers by academic institutions and five by 
the trustees themselves. Only recently has 
any limit been put on a trustee’s term of of- 
fice. There is no way of measuring trustees’ 
performance. When the permanent secre- 
tary at the culture ministry mildly sug- 
gested something along those lines earlier 
this year, he was laughed off by the chair- 
man of the trustees, Graham Greene, who 
has been a trustee for 23 years. 

The opening of the Great Court, the 
spectacular £100m renovation of the BM’s 
Reading Room, in December 2000, was a 
grand opportunity to dust off the mu- 
seum’s image. The momentum generated 
by this occasion was meant to continue 
through to the 150th anniversary celebra- 
tions in 2003, offering the BM the chance to 
assert its claim to a place among the 
world’s great museums, on a par with 
Paris’s Louvre and New York’s Metropoli- 
tan Museum. 

That was the plan. But then, almost in- 
explicably, the museum decided mid- 
stream to elect a new chairman and ap- 
point a new director—and has thereby lost 
much of the credit it had recently gained. 

As its new chairman, the BM chose Sir 
John Boyd, a former diplomat in poor 
health with a reputation for indecision. 
His name was put forward in March, at the 
same time as that of Sir John Browne, the 
dynamic chairman of Bp, whom everyone 
thought would win the election. But when 
Sir John Browne withdrew his candidacy, 
having been made a working peer, Mr 
Greene urged trustees to go with a second- 
rate candidate rather than start the election 
process afresh. Sir John Boyd's appoint- 
ment was a signal to the reformers that 
they had lost. 

As for the directorship, the trustees are 
planning to abolish the post of managing 
director and are looking for a curator to run 
the place. Ms Taverne has resigned. The 
old management structure which served 
the museum so badly in the past, and 
which the Treasury tried to change two 
years ago, has thus been reimposed. 

The board may come to regret the man- 
agement hiatus it has caused. It will take 
time to find a new boss; yet, inthe next few 
weeks, the museum is due to begin six 
months of negotiations with the govern- 
ment over its money for the next three 
years. Without proper leadership, it is hard 
to see how serious negotiations can take 
place. Atthe same time, there are fewer vis- 
itors than last year, partly because of foot- 
and-mouth and partly because of the 
economic slowdown. The museum’s in- 
come is falling. Later this month the board 
will be told that it cannot afford to go 
ahead with its much discussed plans to 
create an £80m study centre. The momen- 
tum created last year is lost; and the fault, 
to a large extent, is the trustees’. i 
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T WAS a bad idea while it lasted. Before Tuesday’s horror in 

America, Britain’s Tories had intended to name their new 
leader at a Wednesday-night extravaganza in a Westminster con- 
ference hall. Party managers hoped that the presence of the me- 
dia and hundreds of party members would impose some 
manners on the final two candidates. The winner would sing 
the loser’s praises and refrain from smirking. The loser would 
hide his hard feelings behind clenched teeth. Having spent the 
summer calling the other a deluded incompetent, winner and 
loser would stage an extravagant public reconciliation and re- 
sume their struggle against the monstrousness of Blairism. 

In the end, William Hague’s last decision as Tory leader was 
to cancel the big show—ostensibly out of respect for America, 
but also to avoid the inevitable bathos. The winner was to be 
named instead in a simple statement on Thursday. This was in- 
convenient to The Economist, which went to press without 
knowing whether Kenneth Clarke or lain Duncan Smith had 
won. But so what? According to some commentators, the Con- 
servatives are doomed whichever man they choose. The argu- 
ments for thinking so tend to go something like this. 

First, who is this Mr Duncan Smith? On examination, he has 
even less experience and charisma than Mr Hague, who 
bombed in June’s general election. Mr Hague had at least been 
noticed for making a precocious speech at the age of 16; did at 
least serve as Welsh secretary under John Major; was at least a 
clever debater. Mr Duncan Smith, in contrast, did not rise far in 
the army, was never a minister, and is as bald as Mr Hague. Fur- 
thermore, Mr Hague was at heart a liberal sort of fellow, who 
donned a baseball cap at the Notting Hill carnival before lurch- 
ing right in the hunt for votes. Mr Duncan Smith, on the other 
hand, is the genuinely unelectable article: an extremist “hanger 
and flogger”, said Mr Clarke, whose objection to British adop- 
tion of the euro masks a secret ambition to withdraw from the 
European Union altogether. By declining Mr Hague’s invitation 
to “save the pound” in June’s election, voters showed that they 
did not want a eurosceptic to lead the Tories. And if the Tories 
did appoint one, the party might split. Lord Hurd, a former Con- 
servative foreign secretary friendly to the Ev, pointed out this 
week that since Mr Duncan Smith had shown no loyalty when 
the conciliatory Mr Major was trying to square the Tories’ vi- 


cious circle on Europe, he could expect none in return from the 
pro-European wing of the party. 

Second, what happens if Mr Clarke is leader? Here, at least, is 
a man of proven talent and experience—perhaps, at 61, too much 
experience—who wants to move the Conservatives back to the 
middle ground, where Tony Blair has pitched his big tent. But if 
the Tories move too close to Blairism, how can they persuade 
voters that the present government is monstrous? Worse, it 
would be childishly easy for Mr Blair to sow division in a euro- 
sceptical opposition that makes a euro-enthusiast its leader. And 
would the many Conservatives who see the Eu as the uttermost 
conspiracy against British sovereignty willingly stay in a party 
led by a person who considers such views “hysterical”? 


All mixed up with no place to go 

Third, put aside the claim that neither man is the right one. Con- 
servatism itself is washed up anyway. It is in decline as a social 
force; the party that had more than 1m members is down to just 
Over 300,000. It is in decline as a political force; Britons put up 
with Thatcherism when desperate times required desperate 
measures, but spurn it now that the unions are tamed and the 
market quite rampant enough. If they like conservatism, they 
find the compassionate variety on offer from Mr Blair more to 
their taste. A democracy requires an opposition, but this may be 
the turn of the Liberal Democrats. Of course they cannot simply 
take the Conservatives’ place, given that their high-taxing, high- 
spending policies have put them on Labour’s left. But if Labour 
completes its metamorphosis into a party of centre-right, and 
the Tories continue their supposedly inexorable contraction into 
a xenophobic sect, why should the Lib Dems not become the 
principal opposition on the left? 

These are entertaining speculations. But although much 
changes in politics, much endures. It would, for example, be 
strangely careless of Mr Blair, he of that big tent, to move so far 
right that he loses the trade unions and the wider Labour move- 
ment; he was working hard this very week to sell them the mer- 
its of his public-private partnerships. It would be almost 
impossible for Charles Kennedy, the Lib Dem leader, to put him- 
self squarely on Labour’s left: the Lib Dems see themselves still 
as the centre party and depend in many seats on being seen that 
way. As for Tory schisms, where, if the europhiles prevail, 
would the sceptics go? The miserable showing of the Referen- 
dum Party in 1997 was no advertisement for quitting the fold. 
And where, in reverse circumstances, would the europhiles go? 
Not all those who have defected already—Peter Temple-Morris, 
Alan Howarth, Shaun Woodward—have prospered in exile. 

Such calculations would change if it became evident that 
conservatism itself was indeed washed up. But Labour is not in- 
vulnerable: its recent election victory was notable for a low 
turnout and a tepid mandate. And it is easy during a bruising 
leadership contest to pay too much attention to the rhetorical 
blows the contestants land upon each other in order to prove 
that they alone can stave off imminent disaster. Tory member- 
ship is in decline, but so is Labour’s. The Tories are weak on pol- 
icy, but Labour's “third way” is hardly the epitome of Cartesian 
rigour. Though the Tories have divisions, all parties are coali- 
tions. Indeed, the Tories have limped along for so long with their 
divisions on Europe that these have taken on the aspect of a per- 
manent disfigurement, rather like a hunched back. It is not at- 
tractive. But nor, perhaps, does it have to be life-threatening. = 
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Whatare the implications of text messaging for “third-generation” mobile phones? 


ETTER late than never. After a five- 

month delay, the world’s first commer- 
cial “third-generation” (3G) mobile-phone 
service is to be launched on October 1st in 
Japan by NTT DoCoMo, the country’s 
main mobile operator. Elsewhere, 3G re- 
mains a distant dream. But mobile-phone 
users in many countries (although few in 
America) already use another data service, 
more primitive but hugely popular: text 
messaging. Hence a question for would-be 
3G operators outside Japan: is “texting” the 
bridge to the future, or an alternative? 

The lucky Japanese will now enjoy 
both versions of the future. Not only are 
they keen on texting. In addition, subscrib- 
ers to DoCoMo’s new 3G service, which 
has been available to 4,500 trial users since 
May, will be able to gain access to the In- 
ternet at far higher speeds than they can 
with DoCoMo’s present technology, al- 
ready the world’s most advanced mobile- 
Internet service. 

The 3G handsets are as small and light 
as existing handsets, with the same vivid 
colour screens that are used to display e- 
mail messages, cartoon graphics and cut- 
down web pages. The most advanced 
model even allows users to make and re- 
ceive video calls, using a tiny built-in cam- 


era. By next March, DoCoMo hopes to sign 
up 150,000 3G subscribers, most of whom 
are expected to be business customers. 

Other mobile-phone operators, mainly 
in Europe, are burdened with debts in- 
curred after they paid more than $100 bil- 
lion for licences to operate 3G services, 
which will now launch many months be- 
hind schedule. Coverage may become 
available in some parts of Europe next 
year, but will not be widespread until 
2003 at the earliest. 

Even when 3G eventually arrives, it is 
not clear how operators will entice users to 
upgrade to it. The service they will offer 
will be far less versatile than DoCoMo’s. 
The performance of a 3G network de- 
pends on the density of its base stations. In 
Japan, density is relatively cheap to 
achieve. Not so in Europe, where cash- 
strapped operators are building sparse, 
“thin and crispy” networks. These will of- 
fer lower data-transmission rates than 
originally planned. So promises of video 
on 3G phones have been quietly dropped. 

Murky though the prospects for fancy 
data services on 3G may be, mobile-phone 
users in Europe and Asia are already 
wildly enthusiastic (and profitable) users 
of a data service of a far more basic type. 
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For there has been an extraordinary boom 
in text messaging, which allows users to 
send short, telegram-like messages of up to 
160 characters from one mobile phone to 
another. The number of text messages sent 
each month has grown from a global 4 bil- 
lion in December 1999 to 20 billion in De- 
cember 2000, and itis expected to reach 40 
billion by December 2001, according to fig- 
ures compiled by Simon Buckingham of 
Mobile Streams, a consultancy based in 
Newbury, England. 


Ucdtry 2txtme 

Text messaging, known as Short Message 
Service (or sMS) in many parts of the 
world, is particularly popular in Europe 
(where 47% of Swedes and 39% of Italians 
use the service) and in Asia. In the Philip- 
pines, the use of text messaging as an orga- 
nisational tool by protesters is even cred- 
ited with helping to overthrow Joseph 
Estrada, the country’s then president, in 
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> January. But text messaging is almost non- 
existent in America, where it is used by 
only around 2% of the population, accord- 
ing to Gartner, a consultancy. One reason 
is that mobile phones are less popular in 
America than elsewhere; fewer than 40% 
of people have them, compared with more 
than 70% in parts of Europe. Besides, be- 
cause PCs are cheap in America and local 
calls are free, Americans prefer “instant 
messaging”, a similar form of communica- 
tion between Internet-connected Pcs. 

The success of text messaging is surpris- 
ing given that it is fiddly to use a mobile 
handset as a keyboard—and that it costs an 
average of $0.10 to send a text message. But 
teenagers in particular have embraced 
“texting” largely because sending a mes- 
sage is cheaper, if more laborious, than 
making a voice call. The resulting torrent 
of messages has been an unexpected bo- 
nanza for operators. Text-message reve- 
nues now amount to over $3 billion a 
month, says Mr Buckingham, and they 
will exceed $5 billion a month by Decem- 
ber 2002 (see chart on previous page). For 
some operators, text messages now ac- 
count for more than 10% of revenue. 

This money is thoroughly welcome. 
But the runaway success of text messaging 
does not fit in with the industry's plan to 
persuade customers to use data services, 
as well as making voice calls, on their mo- 
bile phones. Instead, the industry has en- 
thused about “wireless application proto- 
col” (war), a cut-down and simple 
imitation of the web. The idea was that, as 
3G networks and phones became avail- 
able, WAP would improve and become 
more web-like. But war is slow and ex- 
pensive to use, and it requires people to 
upgrade their phones; it has therefore been 
a flop. It accounts for less than 0.5% of op- 
erator revenues. Users voted with their fin- 
gers: they prefer texting. 

waApP failed for another reason too: 
rather as with the web, companies that 
provide war content find it hard to charge 
for it. But, by offering a premium-rate text- 
message service, and splitting the revenue 
with operators, content providers can 
make money. Downloadable ringtones 
and screen logos are the most popular pur- 
chases, but a broader range of services is 
becoming available as content that was 
originally designed for wAp is rejigged for 
delivery by text message. 

For example, wcities, a firm whose soft- 
ware enables operators to provide loca- 
tion-based information to mobile-phone 
users, recently launched a text-message 
version of its services. The slow takeoff of 
3G, says Tan Rasab, the company’s foun- 
der, means that the industry is looking for 
a way to make money from existing tech- 
nologies. Text messaging has the advan- 
tage, he says, that “it is a widely used, 
chargeable service that is available now.” 

Can operators exploit the success of 


text messaging to encourage users to 
switch to more advanced 3G services in fu- 
ture? A recent report from Salomon Smith 
Barney argues that they can. The report's 
author, John Hill, describes text messaging 
as “a critical bridge technology to 3G”. He 
predicts that text messaging will take off in 
America, and become even more popular 
elsewhere, as mobile text-message and PC 
instant-message systems are linked up. 

Mr Buckingham agrees, but argues that 
operators must offer a steady stream of im- 
provements to the basic text-message ser- 
vice—such as the addition of graphics and 
animation—in order to hold users’ interest 
and encourage them to migrate gradually 
to more complex services. More advanced 
messaging technologies, such as the En- 


hanced Message Service standard, are al- 
ready starting to emerge. On 3G phones, an 
even fancier type of messaging, called the 
Multimedia Message Service, is possible: it 
will allow people to send and receive pho- 
tographs. Surveys suggest that people are 
prepared to pay between two and five 
times as much to send a picture message as 
they are to send a text message. 

The success of text messaging came as a 
surprise to operators. But they should now 
learn from their mistake. Mobile users will 
not use their telephones like pcs, to 
browse for information. They will use 
them to communicate with each other, 
and occasionally to request valuable 
chunks of information. The good news is 
that they are prepared to pay for it. = 





The future of Microsoft 


Not off the hook 


A regulated monopoly may create more problems than an unregulated one 


| geome Harold Greene, the legend- 
ary district judge who oversaw the 
break-up of AT&T in the 1980s and be- 
came the tiber-regulator of America’s tele- 
coms industry for more than a decade? 
The chances are that Colleen Kollar-Ko- 
telly, the new judge who is starting the 
next round of proceedings in the Microsoft 
trial on September 14th, the deadline for 
the first legal filings, is in for a similar job in 
the software industry. For it looks increas- 
ingly likely that Microsoft is destined to be- 
come a regulated monopoly of sorts. 

The new, more conservative team of 
trustbusters in the Department of Justice 
(DoJ) handed the software giant an appar- 
ent victory with the announcement, on 
September 6th, that the federal govern- 
ment would no longer pursue a break-up 
of the company. The poy even abandoned 
the original claim in the case: that Micro- 
soft had illegally bundled its web browser, 
Internet Explorer, with its monopoly Win- 
dows operating system. 

Yet this by no means signals that Micro- 
soft is off the hook. Charles James, the new 
head of the poy'’s antitrust division, and 
the 18 state attorneys general who are also 
involved, now have their hands free to 
pursue restrictions on Microsoft's behav- 
iour, known as “conduct remedies”. They 
also have a blueprint from which to work: 
the list of interim provisions that Thomas 
Penfield Jackson, Judge Kollar-Kotelly’s 
predecessor, had ordered last June pend- 
ing a break-up. 

The conduct remedies, which received 
scant attention because of the focus on the 
break-up, were designed to stop Microsoft 





Watch your conduct, Bill 


from repeating the practices of which it 
had been found guilty. Judge Jackson or- 
dered, for instance, that Microsoft must re- 
frain from threatening pc makers which 
install competing software; not reward any 
of them with favourable licensing terms; 
and allow them freely to configure Win- 
dows, even to the extent of replacing the 
user interface of the program. 

But these remedies were designed only 
as interim measures. That, says the Doy’s 
antitrust division, is why it will ask the 


court “to evaluate whether additional con- » 


> duct-related provisions are necessary, es- 
pecially in the absence of a break-up.” 

The state attorneys general have also 
vowed to make sure that Microsoft does 
not get away with a mere slap on the wrist, 
even at the price of appearing to break 
ranks with the DoJ. Thus they want the 
new rules also to apply to Windows XP, 
Microsoft's new operating system, at least 
retroactively. The states’ trustbusters— 
along with the poj—have decided, how- 
ever, not to file an injunction to block the 
release of the program, which is due out on 
October 25th and has already been 
shipped to pc makers. 

The attorneys general, who have only 
grudgingly agreed to go along with the 
DOJ’s decision to drop the break-up, will 
try to argue that Windows is an “essential 
facility”, much like a bridge to which 
everybody should have equal access. They 
could, for instance, seek rules to stop Mi- 
crosoft from “co-mingling” the code of 
Windows with new applications and ser- 
vices—allowing pc makers to swap, say, 
Microsoft’s multimedia software or its 
“Passport” authentication utility for com- 
peting products. 

In terms of compliance, Judge Jackson's 
interim provisions seem to be merely a 
starting-point. He had ordered that the 
company establish a “compliance commit- 
tee” of its board of directors, which in turn 
was supposed to hire a chief compliance 
officer with broad powers. A new court or- 
der or a consent decree might include a 
provision for stiff fines or even a break-up 
if Microsoft were found to have violated 
any remedies. 

All this may make a settlement in the 
case less not more likely, although the par- 
ties reportedly met this week in Washing- 
ton to discuss Microsoft's first settlement 
proposal. Even if the company finds com- 
mon ground with American regulators, it 
is likely to suffer more assaults from their 
European counterparts. On August 30th 
the European Commission broadened its 
antitrust investigation of Microsoft, intro- 
ducing new claims that the company has 
violated the law by tightly bundling Win- 
dows and its multimedia software. 

The main goal of the long-running trial 
was to create more competition in the soft- 
ware industry. However, the real winners 
could turn out to be pc makers. Microsoft's 
monopoly power has reduced them to 
mere manufacturers of commodity pro- 
ducts. Stringent conduct remedies could in 
future allow them to differentiate their ma- 


Correction: In two recent pieces on the auction market 
we muddled our figures in the chart. The figures for the 
total turnover of the auction market for fine art should 
have been in billions of dollars, not trillions. 

We also perpetuated an oft-repeated error: that 
Sotheby's and Christie’s control more than 90% of the 
art auction market. In fact the two houses’ combined 
sales account for less than half the total market. One 
reason for the mistake may be a confusion between 
fine-art sales and the art market as a whole. 


chines more—an opportunity they would 
certainly appreciate, given their ever- 
crumbling margins and the fact that world- 
wide sales of pcs are likely to fall this year. 
Microsoft's critics and competitors 
would also love to see the software giant 
put in a straitjacket. But this might not be 
such a desirable outcome—because it will 
be exceedingly difficult to tailor one that 
really fits. If the constraints on the com- 
pany are too loose, it will find ways out of 
them. If they are too tight, they may stifle 
innovation. In any case, enforcing conduct 
remedies promises to be a regulatory 
quagmire for years to come. A break-up 
would have been a cleaner solution. m 


The airline business 


A grim flight 


Air travel after the attack on America 


F ALL the businesses to be sent reeling 

by the co-ordinated hijacking of four 
passenger airliners for suicide attacks in 
America, the worst affected will surely be 
the travel industry. Airline profits were al- 
ready tumbling after a spectacular drop in 
the number of business passengers. Now 
carriers face a flood of cancellations from 
worried travellers, the risk of increased 
fuel costs and delays and disruptions from 
a massive increase in airport security. This 
could lead to even more bankruptcies in 
the industry. 

Air travel in America came to an abrupt 
halt on September 11th after all the coun- 
try’s 19,000 airports were closed. By the 
time the airline system had struggled to get 
going again, the chaos had spread. Air- 
ports worldwide had stranded passengers 
and delayed flights. Many airlines rely on 
flights to and from the United States, the 
biggest airline market in the world, for 
much of their business. “It means losses 
for the whole airline industry,” predicted a 
gloomy Jiirgen Weber, chief executive of 
Germany's Lufthansa. 

The slump in air travel began earlier 
this year in America, as the country’s econ- 
omy was the first to slow, and then spread 
to other parts of the world. At the start of 
2001, America’s Air Transport Association 
was predicting another profitable year for 
the main carriers in the United States. By 
August, it had revised its estimate to a com- 
bined loss of at least $1.5 billion in 2001— 
the worst performance since 1993 (see 
chart). 

The fall in business travel has been par- 
ticularly painful: airlines rely on such pas- 
sengers for roughly two-thirds of their rev- 
enues. Now leisure travel is expected to be 


hit too. As happened in the Gulf war, 
many American tourists will worry about 
becoming targets while travelling abroad. 

All this will shrink the profits not only 
of airlines, but of a wide variety of other 
businesses in the travel industry, ranging 
from hotels to car-rental companies. As a 
sign of things to come, Midway Airlines, a 
regional carrier based in North Carolina, 
suspended all future flights on September 
12th and sacked its 1,700 employees. The 
airline had filed for bankruptcy protection 
in August, blaming a “calamitous” drop in 
business traffic. 

Extra security at America’s airports will 
push up costs even more. For a long time, 
airline security in America has been a 
weak point in the global airline system. 
America’s “domestic airline security has 
always been inadequate, as they never felt 
the threat,” says Paul Wilkinson, of the 
British-based Centre for the Study of Terro- 
rism and Political Violence. 

America’s Federal Aviation Adminis- 
tration had started to update security 
rules, and earlier this year said that it 
would fine American Airlines—one of the 
carriers whose aircraft were hijacked on 
September 11th—for allowing bags to tra- 
vel unaccompanied, failing to identify pas- 
sengers and forgetting to ask security ques- 
tions. 

Increased security will mean more de- 
lays. This has a direct effect on the capacity 
and cost of air travel. Many American air- 
ports run at more than full capacity for at 
least some of the time. To allow for 
tougher security measures, flights will 
have to be rescheduled. Fewer flights will 
increase congestion at airports and push 
up costs for airlines. 

Of course, a slump in air travel may cut 
some of the queues. And flying might even 
end up safer—for a while. But eventually, 
complaints about long delays at check-ins 
will begin again. Security staff will be- 
came bored and complacent and every- 
body involved will start to skip some of 
the checks to speed things up. It seems al- 
most inevitable that another security gap 
will then open in the global airline system, 
again with terrible consequences. W 
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The troubles of Moulinex-Brandt 


Kitchen sinking 


PARIS 
Europe’s third-largest white-goods 
maker teeters on the edge 


S RECENTLY as early July, managers of 
Moulinex-Brandt, a French-Italian 
group that makes electrical and white 
goods, issued a statement denying that 
they were preparing to file for bankruptcy 
protection. In August, the group was tanta- 
lisingly close to a rescue deal via a recapi- 
talisation. But on September 7th came a 
bleak announcement: Moulinex-Brandt 
had suspended payments to creditors and 
been placed under six months’ court pro- 
tection while a buyeris sought. Thousands 
of jobs are at risk. 

It is a sorry end for a French icon that 
dates from 1932 and was a pioneer of la- 
bour-saving domestic appliances. But for 
more than 15 years Moulinex had lurched 
from misadventure to crisis, under a-suc- 
cession of managers. In a marketas fiercely 
competitive as white goods, this was a sure 
recipe for trouble. Even a smart move in 
the early 1990s to buy Krups, a German 
competitor that owns one of Europe's 
strongest brands, was undermined by the 
debt burden taken on to acquire it. 

But the Moulinex story is also a cau- 
tionary tale about European business, be- 
cause its fate was ultimately decided by 
the control structure that resulted from its 
merger at the end of last year with Brandt, 
the Italian offshoot of El.Fi, a holding com- 
pany controlled by the Novicelli family. 

These Brescian entrepreneurs first 
bought a 23% stake in Moulinex in March 
2000, and then took control at the end of 
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that year, believing that their Brandt busi- 
ness could carry the indebted and loss- 
making French group through its troubles. 
Under the terms of the deal, the Novicellis 
owned 74% of the merged group’s capital. 

However, Moulinex-Brandt’s debts 
proved crippling, especially once Brandt's 
own business slowed. At the last count at 
the end of April, indebtedness had 
reached €820m ($727m), and it is certainly 
higher today. 

Patrick Puy, the group’s boss, struggled 
to put together a rescue plan. He claims 
that bank financing was available, had 
El.Fi been prepared to inject its share of the 
€230m of new money that would be 
needed over three years to save the group. 
But the Italians refused, and objected 
strongly when it was pointed out that they 
had extracted €120m from Brandt shortly 
before its merger with Moulinex. Profit, 
they said, from an unrelated sale. To Mr 
Puy, it looks like cash that could have 
made the merged entity viable. Instead, 
Moulinex-Brandt will probably be broken 
up, and its separate brands either sold to ri- 
vals or closed. How sad. m 


Europe’s paper and pulp industry 
Turning over a 
new leaf? 


VALKEAKOSKI AND HELSINKI 
Why paper making is becoming less 
volatile 


W: in their right mind would buy 
shares in Europe’s paper and pulp 
companies? A recent study by analysts at 
Merrill Lynch found that long-term returns 
have been disastrous. Between 1974 and 
the end of 2000 the industry underper- 
formed the overall European market by a 
shocking 914%. Performance over the past 
five years has been especially dismal. And 
even in the few periods when paper and 
pulp has outperformed, it has been riskier 
than the market in general, thanks to wild 
swings in the price of pulp, the industry’s 
main raw material. 

There are other reasons to be sceptical 
about investing in the paper and pulp 
business. Despite several bouts of consoli- 
dation, Europe still has more than 1,000 
paper companies, reckons Pertti Laine, re- 
search director of the Finnish Forest Indus- 
tries Federation in Helsinki. Many are 
small and medium-sized family firms. 
These marginal producers have long made 
it hard for bigger groups to avoid price 
wars when demand for paper has fallen. It- 
aly alone has some 200 privately owned 
paper makers, most of them producing 
less than the output of a single big mill in 
Finland or Sweden. In addition, low-cost 
paper makers in Asia and South America 
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are adding to the competitive pressure. 

Talk to Europe's biggest paper produc- 
ers and a more positive picture of the in- 
dustry emerges. “The Merrill Lynch study 
covers a period when the industry was 
fragmented and was behaving badly,” 
says Esko Makelainen, senior executive 
vice-president of Stora Enso, the world’s 
second-largest paper producer (see chart 
on next page). “Today we are much more 
disciplined and more focused on creating 
stable returns.” And more global: Finnish 
paper makers had a turnover last year of 
200 billion markka ($30.78 billion), a figure 
that has doubled since 1996 and quadru- 
pled since 1992. Some 90% of that turnover 
is outside Finland. 

Aggressive acquisitions have helped to 
create the two Finnish paper giants, Stora 
Enso and UpM-Kymmene, the world’s 
fourth-largest producer. Shares in Stora 
Enso recently shot up amid unconfirmed 
rumours that it was in merger talks with 
America’s International Paper, a €40 bil- 
lion ($36.6 billion) deal that would create a 
new global giant. A year ago Stora Enso 
bought Consolidated Papers, another 
American paper maker, for €4.9 billion. 

Other mergers and selective disposals 
of non-core units have helped big paper 
firms to reshape their operations. In May 
UPM-Kymmene announced the €3.6 bil- 
lion purchase of Haindl, Germany's big- 
gest publishing-paper producer and a 
company considered one of the most effi- 
cient in the world. If antitrust regulators 
approve the deal, two of Haindl’s mills 
will immediately be sold to Norske Skog, 
an aggressive Norwegian company that 
spent $2.5 billion last year buying Fletcher 
Challenge Paper in New Zealand. 

Increasing size has been accompanied 
by the introduction of more sophisticated 
production methods. Paper making is a 


capital-intensive business: a big pulp mill » 





More sticky labels in the making 
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> can cost as much as $1 billion, while a pa- 


per mill costs around $300m. It takes on av- 
erage two years to build a facility from 
scratch. Once in operation, the machines 
run continuously, stopping only for main- 
tenance and the occasional breakdown. 
Modern machines can last for 25 years. 

The new face of the industry is UPM- 
Kymmene’s huge Tervasaari mill at Valkea- 
koski, two hours’ drive north of Helsinki. It 
produces pulp from raw wood, but also 
boasts state-of-the-art machines to make 
the speciality papers that constitute most 
of its production. One of the newest pro- 
duction lines makes release papers, used 
to hold sticky labels until they go on retail 
products. It spins huge rolls, 6.4 metres 
wide (21.3 feet) wide, that are then cut into 
more manageable sizes. The line makes a 
kilometre of paper every minute, runs 
non-stop and requires only 14 workers per 
shift. The 200,000 tons of release paper 
produced annually at Tervasaari represent 
a quarter of world production. 

Thanks to the rearranging of assets that 
has taken place, Europe’s paper industry 
has become more concentrated. The top 
five companies still have only 15% share of 
the total market, but far more for particular 
types of paper. That gives them greater 
power to keep production in line with 
market needs, and to avoid the previous 
tendency to over-produce. So far this year, 
the industry has avoided its old habit of 
piling on new capacity, only to see prices 
tumble. No new paper machines have 
been announced anywhere in the past six 
months, a silence that industry analysts 
hope will last. That would help to hold ca- 
pacity growth below the long-term rate of 
annual growth in demand for paper of 
around 3%. 

Nor are leading companies adding ca- 
pacity simply for the sake of it, as they 
have often done in the past by building 


Taxing vice in South Africa 
Making it pay 


JOHANNESBURG 
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Gamblers have proved a boon to the taxman. How about prostitutes? 


F YOU can’t beat them, tax them. Such 

is the laudable logic that South Africa's 
government is applying to some of the 
murkier corners of the economy. Legalis- 
ing gambling has brought the exchequer 
extra revenue. Could such a policy work 
for the sex industry? A recent court rul- 
ing that the law against prostitution dis- 
criminates against women, and so is 
unsound, has left many wondering 
whether the oldest profession could also 
become a useful source of tax. 

Since 1996, new laws allowing casi- 
nos and gambling have helped to divert 
profits from crooks to the provinces’ tax- 
men. Gauteng, which includes Johan- 
nesburg, with its hideously kitsch 
casinos, has done particularly well. Ac- 
cording to the national gambling board, 
the five casinos that operated there in 
the year to March 2000-—there are more 
now~—grossed over 2 billion rand ($325m) 
from deluded punters, and passed on 
183m rand in provincial tax. 

Add in bingo and bookmakers, and 
gross gambling-tax revenues for the 
country crept up to nearly 450m rand for 
that year. The board is in the process of 
gathering new figures for the latest fiscal 
year. These are sure to show a hefty rise 
as Northern Cape, Western Cape and 
KwaZulu-Natal provinces replace under- 


Red, black or the Revenue Service? 


more and bigger mills. Instead, as Juha 
Niemela, boss of UpM-Kymmene, points 
out, they have streamlined the business, 
concentrating on particular grades of pa- 
per, such as fine papers for office use, and 
sought to consolidate paper making in 
products with the biggest technical de- 
mands and the highest economic returns. 
For example, more than 60% of Finnish pa- 
per companies’ output is dedicated to 
high-value printing and magazine paper. 
These changes have brought new pos- 
sibilities for riding the economic cycle. In 


ground casinos with their first legal 
ones. In June, police in KwaZulu-Natal 
said they had shut down 111 illicit casi- 
nos since August 2000. For Gauteng 
alone, in the year to March 2001, tax rev- 
enues from gambling (mostly casinos) 
were a useful 288m rand. 

Now some argue that prostitution 
should be taken out of the clutches of 
pimps and gangsters. “We would like it 
to be regulated like any other industry,” 
says Jane Arnott of the Sex Worker Edu- 
cation and Advocacy Taskforce (SWEAT) 
in Cape Town. If prostitution is decrimi- 
nalised and regulated, sex workers could 
work openly in demarcated areas, un- 
dergo health checks and even pay tax. 

The government may blanche at this. 
It is already facing criticism from 
churches and social-welfare groups over 
gambling addiction among the poor. Ac- 
cusations that it benefits from “immoral 
earnings” would sting. But Pravin Gord- 
han, the Revenue Service Commis- 
sioner, is reported to be monitoring the 
sex industry ahead of a law-commission 
recommendation on decriminalisation, 
expected later this year. The industry 
could be worth 250m rand a year in 
taxes, he suggests. Welcome cash, if the 
government could only face getting into 
bed with the prostitutes. 





the past, paper makers had little flexibility. 
Now, says Mr Makelainen, some are big 
enough to try to optimise their production, 
grouping similar machines into coherent 
units and, if necessary, halting production 
to reflect market conditions. “We can chan- 
nel our production into units with the best 
machines for particular products,” he says. 
By concentrating on what will be profit- 
able rather than on volume, Scandinavia’s 
paper makers might even improve their 
long-term performance enough to lure 
back investors. = 
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Face value Legend in the making 


Can Liu Chuanzhi turn China’s biggest computer maker into its first global brand? 





66 UR earliest and best teacher was 

Hewlett-Packard,” says Liu 
Chuanzhi, chairman of Legend, China’s 
biggest computer maker. For more than a 
decade, as HP’s distributor in China, Mr 
Liu has been studying the HP way, and 
adapting it to fit the bizarre vagaries of 
China’s emerging marketplace. With 
deadly effect: in the 1990s, Legend gave its 
western rivals, including HP, a run for 
their money and today it dominates the 
market (see chart). So Mr Liu must have 
watched with special interest this month 
as his mentor announced a controversial 
takeover of Compag that will, if it goes 
ahead, make HP the world’s number one. 
For that is a position that Mr Liu hopes 
that Legend will achieve in the next de- 
cade or so. 

In pursuing this ambition, Legend's 
dominance in China may prove to be its 
biggest advantage. Whereas the world 
market for pcs started shrinking this year, 
China’s will expand by 25-30%, according 
to IDC, an American research firm, and to 
continue growing at a slower rate in the 
next five years. And Legend is likely to get 
a third of those sales. Unlike its western 
rivals, therefore, Legend still surprises 
with good news—most recently when it 
announced last month that profits in the 
quarter to the end of June were up by 
400% on a year earlier. With such 
strength at home, reckons Mr Liu, Legend 
will be ready to take on the rest of the 
world from about 2005. 

Such a goal may seem implausible to- 
day. But that has been the story of most 
of Mr Liu’s life. Few businessmen have 
had a less promising start. The son of a 
prominent Shanghai banker, Mr Liu 
found himself branded an intellectual at 
the start of the Cultural Revolution. In 
1966 he told his classmates that the revo- 
lution was a terrible idea, and promptly 
spent several years doing hard labour on 
a farm. In the 1980s, with market reforms 
well under way, the government commis- 


sioned Mr Liu to distribute foreign-made 
computers. It took him years to persuade 
the Communist Party that he could 
manufacture computers too. Once he did, 
however, the cadres were so impressed 
that they made him a de facto spokesman 
for China’s fledgling corporate sector. 


A corporate cultural revolution 

Mr Liu has spent the past decade not only 
competing against other pc makers but 
also pioneering solutions to problems 
that companies rarely face elsewhere. 
Take China’s property rights. They are so 
hazy that it is still unclear whether Leg- 
end is a state-owned, collective, or private 
enterprise. Mr Liu’s approach, since he 
listed his shares in Hong Kong in 1994, 
has been simply to pretend that Legend is 
accountable only to shareholders, with 
the transparency that this would suggest. 

Another challenge was to introduce a 
set of “business ethics” since, says Mr Liu, 
China had none. To optimists, the way he 
went about this could serve as a model 
for China as a whole. At first, says Mr Liu, 
he behaved “like a kind of dictator”. He 
yelled a lot. He sent five corrupt managers 
to jail. Anybody who was late for a meet- 
ing was made to stand in silence before 
the group—a drastic punishment in a cul- 
ture that prizes “face”, and one that Mr 
Liu himself accepted on three occasions. 

Gradually, Legend's culture changed, 
and Mr Liu began to relax his authoritar- 
ian style. Legend became the employer of 
choice for Chinese engineers and manag- 
ers with foreign education and experi- 
ence. His chief executive and heir 
apparent, Yang Yuanqing, is a dynamic 
36-year-old. As Mr Liu puts it, “Now I just 
participate in discussions as an old man 
smiling.” Although in reality Mr Liu still 
calls the shots, Legend has evolved a 
more democratic and participatory man- 
agement style, rather like that of HP. 

At the same time, Legend was tri- 
umphing over its competitors. It had 
lower costs than the foreigners, but its 
biggest advantage lay in its distribution 
network. Mr Liu used his ties to China’s 
state-owned enterprises to sell them com- 
puters, and dispatched armies of retail 
staff throughout China to teach first-tim- 
ers how to click a mouse. He could not 
match the Americans in R&D spending, 
but he made up for this in local touch. Le- 
gend, for instance, pioneered a new key- 
board that made it easier to write Chinese 
characters. In 1997, Legend became 


China’s top-selling brand. 

The real challenges are still to come, 
however. China’s market will become 
more competitive. Only 4% of Chinese 
homes—about 16m—have computers, 
whereas 60% of American ones do. But 
the homes without computers are poorer 
than the ones that have already bought. 
China’s mobile-phone operators have re- 
cently discovered the consequence: sub- 
scriber growth may continue, but 
revenues per user will decline. And 
China’s entry to the World Trade Orga- 
nisation will lower what barriers remain 
for foreign rivals. 

Mr Liu is aware of these threats. In re- 
sponse—like both his role model, HP, and 
1BM before it—he is planning to move Leg- 
end from being a mere maker of hard- 
ware to a provider of services. In June, 
Legend spun off its services arm (which, 
among other things, still distributes for- 
eign brands) and listed its shares sepa- 
rately. And it teamed up with AOL Time 
Warner to move into Internet content. 

Ultimately, Mr Liu concedes that even 
the Chinese market will have limits. Then 
Legend will have to become a true multi- 
national and a global brand. No Chinese 
company has ever done this—not even 
the Taiwanese computer makers, such as 
Acer, which have been trying for years. 
How many of Legend's strengths in 
China today—the local touch, control of 
distribution—would it be able to apply 
overseas? For Legend to topple its teach- 
ers, Mr Liu would have to beat odds that 
even he has not yet seen. m 
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When the economy held its breath 


The world was already moving dangerously close to recession—and this week’s 
terrorist attacks in America have increased the risks 


HE attack on the World Trade Centre 

has reduced to rubble one of the most 
famous symbols of American capitalism. 
But has it also increased the risk of a col- 
lapse in an already fragile world economy? 
American stockmarkets were closed this 
week, but the immediate answer from 
other markets around the globe seemed to 
be a tentative “Yes”. 

For the global economy, indeed, the at- 
tack could hardly have happened at a 
worse time. It followed a rash of bad econ- 
omic news that had already dented many 
financial markets. Japan’s GDP fell at an 
annual rate of 3.2% in the second quarter of 
this year, and America’s unemployment 
rate jumped by more than expected in Au- 
gust, to 4.9% from 4.5% in July. New figures 
published on September 13th confirmed 
that the euro-area’s GDP had slowed to a 
virtual standstill in the second quarter. 
These numbers, together with the previ- 
ously reported growth of 0.2% in the Un- 
ited States, suggest that output in the rich 
world as a whole fell in the second quarter 
for the first time since 1990 (see chart). 

In short, as day broke on September 
11th, both America and the world were al- 
ready dangerously close to recession. 
Now, with everyday life disrupted for so 
many Americans, the country’s GDP looks 
more likely to fall in the third quarter. In 


the immediate aftermath of the attack, 
many factories and shops were closed. 
Over the coming weeks, air travel in Amer- 
ica and financial activity in New York 
seem sure to be reduced. 

Credit Suisse First Boston estimates that 
the direct effect of the attacks on produc- 
tion will reduce America’s GDP growth 
rate in both the third and fourth quarters 
by 0.8 percentage points—ie, an annual- 
ised 3%. (This assumes that air travel and 
the output of New York and Washington 
fall by 50% in what remains of the third 
quarter, and by 20% in the fourth quarter.) 
The economic impact would be more se- 
vere if oil prices, which were briefly up by 
$3 a barrel this week, stay high. But that de- 
pends mainly on what happens next in the 
Middle East, including any possible Amer- 
ican retaliation. 

CSFB’s figures almost certainly exagger- 
ate the direct impact of the attacks, not 
least since any lost output will partly be 
offset by more spending on rebuilding, se- 
curity and defence. Worries about Amer- 
ica’s shrinking budget surplus are likely to 
be tossed aside as the government boosts 
spending, but this may not come through 
immediately. Yet far more important than 
the direct impact on production will be the 
impact on business and (especially) con- 
sumer confidence, and hence on spending. 
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No economic model can forecast what 
the effects will be. Experience from previ- 
ous natural disasters, such as earthquakes, 
suggests that they often have less impact 
than was predicted at the time. But this is 
not a natural disaster; and there is the extra 
uncertainty over possible American retali- 
ation and over what will happen when 
markets reopen. In the short term, a terro- 
rist attack on this scale may make Ameri- 
cans more fearful of public places (such as 
shopping malls) and so lead them to spend 
less. The longer term effect is less certain. 

Most economists who believed that 
America could avoid recession had largely 
based their case on consumer spending re- 
maining robust. Last week’s fall in share 
prices and the news that unemployment 
had risen more sharply than expected 
seemed likely to dent that confidence. 
Now, the attack on Americans’ very secu- 
rity could wreak further damage. During 
the Gulf war, when the economy was also 
stuttering on the brink of recession, con- 
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sumer spending in America fell for six p» 
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months at an annual rate of 2.6%. This 
time, with the carnage athome not abroad, 
the impact could be even bigger. 

Households around the world are also 
suffering from a fall in the value of their 
shares. Counting this week’s drop, some 
$11 trillion (equivalent to one-third of 
global Gpp) has been knocked off world 
share prices since their peak last year. If 
shares continue to slide when Wall Street 
reopens, this is likely to hit consumer 
spending further. 

The Federal Reserve and other central 
banks are likely to respond by cutting inter- 
est rates again. They have already pumped 
extra liquidity into the financial system, 
which should stop the markets seizing up. 
But if consumer confidence is crumbling, it 
may not be enough to prevent a recession. 
For the economy is more fragile today than 
it was at the time of the Fed’s last emer- 
gency easing in 1998. 

Further interest-rate cuts and heavier 
public spending on construction and de- 
fence, and possibly more tax cuts, should 
support the economy by next year. But the 
mood for the immediate future has turned 
distinctly gloomy. At the start of this week, 
most economists in investment banks 
were forecasting that America could avoid 
a recession. After the terrorist attacks, a 
growing number now believe that a reces- 
sion is likely. 

If so, America will drag much of the rest 
of the world down with it. The most wor- 
rying aspect of the current slowdown is 
that it is more synchronised around the 
world than at any time since the 1930s. 
When America went into recession in 
1990-91, Japan, continental Europe and 
most emerging economies continued to 
boom. This time, though, they are all sink- 
ing together. 

Japan’s second-quarter GDP numbers 
were even more worrying than the head- 
line figure suggests. Nominal GD» fell at an 
annual rate of more than 10%. The Japa- 
nese economy looks almost certain to con- 
tract again in the third quarter—at a time 
when recovery in the euro area is likely to 
be weak, at best. German industrial pro- 
duction and manufacturing orders fell by 
much more than expected in July. 

America’s tech slump has already taken 
its toll on East Asian electronics producers, 
pushing Taiwan, Singapore, Malaysia and 
Hong Kong into recession. Most of Latin 
America is also contracting. This raises the 
risk of a ricochet effect, in which a slow- 
down in one country leads it to reduce its 
imports from others, which squeezes their 
output, and hence their imports, magnify- 
ing the initial fall in demand. 

If America and the world now suffer a 
recession it seems sure to be blamed on the 
terrorists. Economists may even use this to 
explain why their earlier forecasts were 
wrong. Yet the truth is that the world was 
probably heading for recession anyway. m 
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American financial markets 


Recovery redefined 


NEW YORK 






The centre of global finance has been blasted, but business goes on 


AR is terrible, but not always be- 

cause of its economic impact. The 
last wisps of the Great Depression were 
eased by the second world war, and the 
last great surge of the bull market began 
with the Gulf war. In the aftermath of this 
week’s terrorist attacks on America, liquid- 
ity is being pumped into the system and 
interest-rate cuts will be accelerated. Presi- 
dent Bush’s expanded defence budget be- 
comes more likely, with all that means for 
extra spending. New York city property— 
being dumped in ever greater amounts 
after the Internet crash—-may now be 
grabbed by dispossessed downtown ten- 
ants who need space by the weekend and 
will welcome the Aeron chairs, high-speed 
connections and other flourishes installed 
for anew economy that never arrived. 

This picture is hard to reconcile with 
the scene of Tuesday’s disaster. The entire 
financial district was coated with ash so 
thick that it permeated the subways, forc- 
ing trains to turn off their air-conditioning 
as they passed below. The smoke-filled air 
twinkled with what appeared to be con- 
fetti but was actually sunlight reflecting off 
paper blown out of the twin towers. 

In the aftermath of the explosion, the 
New York Stock Exchange declared its first 
multi-day closing since the 1963 assassina- 
tion of President Kennedy. The Nasdaq 
stockmarket was also closed. The bond 





A phoenix will rise from the ashes 


markets planned to reopen on September 
13th, but equity markets remained shut. 
For employees from almost every com- 
pany in lower Manhattan, there is still no 
indication of when they might return, nor, 
to a large extent, of what they might find 
when they do. Those who can, including 
the city’s two major commodity ex- 
changes, are looking to reopen elsewhere. 

The World Trade Centre itself had the 
population of a small city and the econ- 
omy of a small country. Cantor Fitzgerald, 
the biggest broker of American Treasury 
bonds, was located at the top of one of the 
towers, and the primary futures market for 
these securities was based in another 
building at the bottom of the centre that 
was also destroyed. Morgan Stanley was 
the single largest tenant, high in one of the 
towers, occupying the former headquar- 
ters of its merger partner, Dean Witter. 

Other prominent companies based 
there included Aon and Marsh & McLen- 
nan, two of the largest insurance brokers. 
The offices of Brown & Wood, a law firm 
that acted for Merrill Lynch, were also de- 
stroyed. Along with the human devasta- 
tion, troves of irreplaceable records have 
disappeared. And it may be some time be- 
fore employees feel comfortable working 
in tower blocks again. 

Disruption in Manhattan sent shock- 
waves throughout financial markets. » 
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> Banks nervous about their own liquidity 
pushed overnight interest rates to 11% for 
dollars and 5.5% for euros. The Federal Re- 
serve called in Wall Street firms to steady 
their hand and the European Central Bank 
announced a snap auction. It lent €69.3 
billion ($63 billion) to euro-area banks at 
4.25% to bring rates down. The Bank of Ja- 
pan lent ¥2 trillion ($16.3 billion). 

Most Wall Street banks with securities 
operations near the World Trade Centre 
have relocated them to “disaster recovery” 
sites. None of the biggest firms says that it 
has been unable to complete vital opera- 
tions. But the proof of that will be seen 
only two or three days after the American 
markets reopen. Equity trades are settled 
after three days. But do the days that the 
markets were closed count? 

The New York-based Depository Trust 


The FTSE 100 index 


Falling stars 


Clearing & Corporation (DTCC), the coun- 


terparty to most American-registered se- 
curities, said on September 12th that settle- 
ment was functioning normally, with few, 
if any, “exceptions” or failed trades. But 
when markets open fully it may be a differ- 
ent story. If many securities trades do fail 
to be completed, the parties to them may 
seek replacement deals, at a pernicious 
cost. The subsequent scramble could bring 
new uncertainty and volatility to an al- 
ready edgy market. 

Although this is by far the worst attack 
to hit New York’s financial district, the area 
has been struck at least three times in the 
past century. J.P. Morgan’s old headquar- 
ters, across the street from the Nysg, still 
has the scars of an anarchist attack in 1920. 
Each time, the New York markets recov- 
ered. They will do so again. @ 


Some big names have been booted out of Britain’s leading stockmarket index 


YY. by a one-day fall of al- 
most 6% on September 11th, the big- 
gest since 1987, the FTSE committee met 
on September 12th and decided to press 
ahead with its regular reshuffle of Brit- 
ain’s blue-chip index, the FTSE 100. This 
is conducted every quarter to ensure 
that the index represents the stockmark- 
et’s top 100 companies by market cap- 
italisation. The committee, made up of 
market participants, said that the week’s 
market movements, although they had 
been extreme, did not change the pat- 
tern of evictions and new entrants al- 
ready expected. 

In all, eight companies are to be 
turfed out later this month, only one 
short of the record changeover in March 
2000 at the height of the stockmarket’s 
love affair with the new economy. This 
week's reshuffle was the revenge of the 
old economy. All eight evictions came 
from the technology, media and tele- 
coms sector that briefly dominated the 
index at the height of the bubble. The 
most spectacular fall from grace has 
been that of Marconi. 

A diverse range of old-economy 
stocks are replacing the fallen stars. Util- 
ity companies such as Innogy Holdings 
and Severn Trent were once rated by in- 
vestors as “boring”. Now they are fa- 
voured for their steady stream of 
dividend income. Wolseley, a leading 
distributor of plumbing materials, sup- 
plants Marconi, whose ambition was to 
provide the plumbing of the Internet. 

The eight companies leaving the in- 
dex this month are not the only ones to 
have fallen out of favour over the past 18 
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months. Such companies as Baltimore 
Technologies, Psion and Thus have been 
relegated to the FTSE SmallCap division. 
All three of these new-economy compa- 
nies have lost more than 95% of their 
value since their peaks last year. 
Normally about three companies en- 
ter or exit the FTSE 100 every quarter. 
This huge reshuffle marks the closing 
chapter of a love affair that turned sour. 
It could take a long time for investors to 
regain their infatuation for tech shares. 
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FRANKFURT, HONG KONG AND TOKYO 
With markets in America closed, the 
rest of the world drifted 


TOCKMARKETS in America stayed 
closed for much of this week. In the ab- 
sence of their pole star, markets elsewhere 
had to steer by themselves. But they were 
almost unanimous in the direction to take: 
first down and then, albeit hesitantly, up. 


Derivatives markets suggest that the Amer- 


ican stockmarkets, too, are likely to fall 
when they reopen. 

In Europe, prices fell sharply immedi- 
ately after the terrorist attacks. Germany's 
blue-chip DAx 30 index lost more than 8% 
on September 11th, touching its lowest 
level for almost three years; France’s CAC 
40 fell by more than 7%; and London's 
FTSE 100 (see box) fell by 5.7%, after being 
strongly up earlier in the day. 

On September 11th, however, Euro- 
pean markets regained some (though by 
no means all) of their previous day’s 
losses. All European financial markets 
stayed open, though with some interrup- 
tions. The Frankfurt exchange closed 45 
minutes early on September 11th and sus- 
pended trading in American stocks. 

In Japan, the disaster sent the leading 
market indices tumbling simultaneously 
below psychologically significant levels. 
The benchmark Nikkei 225, which has 
been reaching fresh lows almost every 
week recently, fell by 6.6%, to close below 
10,000 for the first time in over 17 years, 
while the Topix index, which covers a 
wider range of stocks, fell by 6.4% to below 
1,000. Both recovered (slightly) the follow- 
ing day. 

To reduce the risk of panic, the Tokyo 
Stock Exchange opened half an hour later 
than usual and halved the limits placed on 
daily stock-price movements. On the Nik- 
kei futures market in Osaka, where such 
limits were not imposed, the market fell 
more steeply. The September Nikkei fu- 
tures contract dropped by almost 10%. 

Elsewhere in Asia, the markets fell to 
levels not seen for several years. Hong 
Kong fell by 8.9% to its lowest level for two 
years. After it had postponed its market 
opening, South Korea fell even further 
(down 12.0%) to its lowest level in almost 
three years. Some markets, such as Bang- 
kok, decided not to open at all, the first 
time the Thai market has been closed since 
its inception in 1975. 

The foreign-exchange markets re- 
mained open in theory; but in practice 
they too were grounded, as traders wor- 
ried whether their counterparties in Amer- 


ica would be in a position to settle trades >» 
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day after the attack and Singapore Airlines 
by 15%. 

Japanese bank shares also slumped 
amid growing concern that falling stock- 
markets would damage their balance 
sheets further. New accounting rules de- 
mand that they start valuing their equity 
portfolios at market value at the end of this 
month, which could constrain their ability 
to pay dividends out of retained earnings. 
Should they fail to do this, the government 
has the right to convert into voting shares 
the paper it took in return for its injection 
of public funds into the banking system a 
couple of years ago. That way some banks 
could, in effect, be nationalised—partly asa 
result of the terrorist assaults. 


how to pursue a claim. 

Whether insurance companies buckle 
under the weight of those claims will de- 
pend on how sensible they have been 
about their exposure to any single source 
of risk. Insurance companies that sell poli- 
cies to individuals and companies in turn 
insure themselves with reinsurance com- 
panies to avoid losses beyond a certain 
limit. The more that the liability for the bil- 
lions of dollars of claims from this week's 
disaster can be spread among different 
insurers and reinsurers, the better. Indus- 
try representatives are also hoping that, if 
things get really desperate, the American 
government will come to the rescue (it will 
have to pay for the Pentagon, since like all 


All eyes on America The shock waves from this week’s at- government property it was uninsured). 
tacks rippled ever more widely. Not sur- Some insurance companies may also 
> that they might make. Both market partici- prisingly, insurers were especially badly argue that the terrorist nature of the attack 


pants and regulators took comfort from 
the fact that the money-transmission and 
payments systems throughout America 
continued to operate normally throughout 
the week, but this did not lure many trad- 
ers into taking new positions. 

In what foreign-exchange trading there 
was, currencies rose a little against the dol- 
lar, but on very small volumes. The rise of 
the yen and uncertainty about the Ameri- 
can economy hit shares in Japanese ex- 
porters hard—including such giants as 
Sony and Toyota. Airline stocks fell every- 
where. In Europe, the price of Lufthansa, 
the German national airline, dived by 14% 
on the day, while the more American-de- 
pendent British Airways fell by over 20%. 
In Asia, Cathay Pacific fell by 19% on the 


hit, particularly reinsurers (see next story). 
The two biggest, Munich Re and Swiss Re, 
were down by 16% and 17% respectively on 
the day. Munich Re reckoned that it might 
lose as much as €1 billion ($907m). Swiss 
Re said that a “first and very rough estima- 
tion” put its losses on a par with the 1999 
European winter storms, which cost it 
SFr1.2 billion ($840m). 

Hard hit too were businesses that were 
merely hoping to do business with insur- 
ers. So Hyundai Securities, for example, 
fell on fears that its potential partner, AIG, 
a big American insurance company, 
would face such heavy claims that it 
would be forced to delay the deal. The 
waves from the World Trade Centre have 
not stopped rippling yet. m 





Insurance 


The biggest bill of all 


LONDON AND NEW YORK 


For insurers, this is the biggest man-made disaster ever 


ER since the World Trade Centre was 
bombed in 1993, the consortium that 
runs the buildings had wanted to get to- 


balance sheets. Investors, though, reacted 
immediately as though the disaster will be 
a severe blow to the whole industry. 


on the World Trade Centre protects them. 
In Britain, following 1rA bomb attacks, the 
insurance industry changed its contracts 
so that companies seeking protection 
against terrorism have to pay an extra pre- 
mium. In America, most insurance con- 
tracts include terrorist acts as a matter of 
course. But because of the earlier bomb- 
ing, the World Trade Centre became a 
likely future target. Some analysts are 
therefore wondering whether some con- 
tracts will have excluded terrorism. There 
is also speculation that only one of the two 
towers was covered, as a double collapse 
was considered so unlikely. 

As long as the leading firms have man- 
aged their risk properly, the industry 
should be able to absorb this hit, notwith- 
standing a few collapses of small firms. In- 
deed, analysts point out that the reinsur- 
ance industry may benefit in the longer 
term. Already, reinsurance pricing has 
been rising as capital has become scarcer 
in the industry, due to falls in the value of 
Shares and large payouts on asbestos 
claims and storms. The World Trade Cen- 
tre attack is likely to create more demand 
for reinsurance. Reinsurers will take a big 
one-time hit, concludes William Hawkins, 
an analyst at Fox-Pitt, Kelton in London, 
“but they will be left standing in a market 
thatis going the right way.” m 


gether to consider how to react to a further Estimates of the total bill are tentative at i 

terrorist attack. The consortium finally best, ranging from $10 billion to as high as Casualty 

agreed to a meeting, and it was fixed for $70 billion. Numbers like those would put RSet Europa Taures price index 
st 


September 11th, in one of the centre’s 


the attack in the same league as the worst- 


towers. But the meeting, luckily for them, ever natural disaster in history, Hurricane 100 
was cancelled. That day witnessed the Andrew, which cost the industry almost 
largest man-made disaster that the insur- _ $20 billion in 1992. Lloyd’s of London, the 90 
ance industry has ever faced. insurance market, took several days to 

Most companies occupied themselves come up with a statement on the possible 80 
first and foremost with the survival of | damage to its members, and it has not yet 
their employees who were working inthe come up with any numbers. Many of on 


buildings. Aon, Guy Carpenter and Royal 
& Sun Alliance are just a few of the insur- 
ance firms that had offices there. It will take 
some time to assess the full scale of the 
damage done, both to their staff and their 


those who worked in the World Trade Cen- 
tre had large individual policies, as well as 
being insured under corporate plans for 
key personnel. Moreover, the companies 
housed in the massive complex know 





Oil prices 
Uncharted waters 


The oil market is unpredictable. It was 
last week, and it still is 


MMEDIATELY after this week’s terrorist 

attacks, oil prices shot up. Trading on 
London’s International Petroleum Ex- 
change (the New York Mercantile Ex- 
change, next to the World Trade Centre, 
was closed) pushed the price of Brent 
crude futures briefly above $30 a barrel on 
September 11th. Given the retaliatory 
strike sure to come from America, went the 
argument, some supply disruption must 
be on the cards. After all, the Gulf war of a 
decade ago pushed up prices sharply. 

Perhaps. But that same example ex- 
plains why there is just as much risk of oil 
prices falling soon—as they did after Sad- 
dam Hussein was kicked out of Kuwait. 
The countries that President Bush's father 
saved from Iraqi clutches, Kuwait and 
Saudi Arabia, are now America’s close al- 
lies. They rushed to condemn this week's 
attacks and to offer assurances that they 
will compensate for any disruption. That 
is no idle boast: Alex Sieminski of Deut- 
sche Bank Alex Brown, estimates that the 
Saudis alone can increase output by 2.5m 
barrels a day in less than three months. 

Another lesson that the cartel has 
learned from history is that oil shocks im- 
pose more economic pain on its own 
members than on consumers. That ex- 
plains why Ali Rodriguez, OPEC’s secre- 
tary-general, rushed to make it clear that 
the cartel will not use oil as a “weapon”. 
Even Iran and Libya, usually rabidly anti- 
American, have offered sympathies. 

Then there is the weakness of the 
world economy. Even before this week, 
pundits were concerned that anaemic 
growth, especially in America, was drag- 
ging down oil demand. Mr Sieminski cal- 
culates that every 1% loss in expected 
global GDP growth reduces oil demand by 
about 400,000 barrels a day. 

One immediate impact will be felt in 
the aviation-fuels business, which makes 
up nearly 10% of America’s oil consump- 
tion. The grounding of all flights following 
the hijackings will prove painful enough, 
but a bigger impact may come from the 
knock-on effect on future air travel. 

How will oil traders make sense of all 
this? Even veterans like Peter Gignoux of 
Schroder Salomon Smith Barney do not 
know. He reckons that many traders, ex- 
cept those with a need for physical delive- 
ries of oil in the near term, may stay clear 
of the market: “There are no particular 
rules to this game any more...nobody 
knows what to expect.” m 


Gold 
Fingered? 


Gold has lost its glitter. Is there a 
conspiracy afoot? 


ONG considered the ultimate hard asset, 
gold normally shines at times of finan- 
cial turmoil. This week, if any, should 
therefore have been gold’s time to take up 
its traditional role as asset of last resort. But 
its performance was less than glittering 
(see chart). Could it be thatits days as a safe 
haven are over? Or is there, as some be- 
lieve, a conspiracy to keep it cheap? 

Despite dire talk of recession and retali- 
ation, gold rose by only 6% on September 
11th, and it then lost nearly half that gain 
the following day. Bid-ask spreads wid- 
ened to more than ten times their normal 
size, underscoring the lack of confidence in 
the metal. Philip Klapwijk of GrMs, a pre- 
cious-metals consultancy in London, 
thinks that the gold price would be well 
above $300 if the market had responded to 
turmoil the way it did ten years ago. 

Some of the lack of interest can be put 
down to a shortage of liquidity as Comex, 
the New York futures exchange that is near 
the World Trade Centre, closed early on the 
morning of September 11th. But even 
when the Bank of England went ahead 
with its 20-tonne gold auction on Septem- 
ber 12th, prices were barely higher than in 
previous weeks. The gold price may yet 
soar. But, given the decline in equity mar- 
kets provoked by the grim outlook for rich 
economies, gold has not provided the shel- 
ter that its fans expected of it. 

Most gold experts see nothing more sin- 
ister in the low gold price than weak de- 
mand. In the past ten years, gold has 
shown precious little response to macro- 
economic or political news of any kind. It 
has been dependent mostly on consumer 
and industrial needs. 

Gold-conspiracy theorists, however, 
will have none of this. They have been 
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claiming for a while that rich-country gov- 
ernments are keeping the gold price below 
$300 an ounce by lending masses of gold 
secretly to big banks. Some even argue that 
this gold-price “strategy” is based on an ac- 
ademic paper published in 1988 by no less 
a person than former American Treasury 
secretary, Larry Summers. 

Giacomo Panizzutti, head of foreign ex- 
change and gold at the Bank for Interna- 
tional Settlements (Bis), estimates that 
central banks worldwide have lent no 
more than 4,700 tonnes of gold to the mar- 
ket. The figure, published in The Alchemist, 
the London Bullion Market Association’s 
quarterly, is about one-third of the 
amount estimated by GATA (the Gold 
Anti-Trust Action Committee) based in 
Dallas, Texas. GATA Says it has uncovered 
evidence that the American government, 
assisted by others, has somehow “lent” 
thousands of tonnes to speculators and 
bullion banks, notably Citibank and J.P. 
Morgan Chase, to depress the gold price. 

GATA’s website supports a court case 
filed in Boston by Reginald Howe, a gold 
consultant, against Alan Greenspan, chair- 
man of the us Federal Reserve, Mr Sum- 
mers, the Bis and several big banks. Mr 
Howe accuses them of conspiring to fix the 
gold price. Few of the great and good ap- 
pear to be taking the accusations seriously, 
hoping perhaps that the case will be 
thrown out at a hearing next month. 

For the record, Mr Summers’s 1988 pa- 
per argued that if the nominal gold price 
can be “pegged by the authorities”, other 
asset prices will rise. GATA argues that this 
is precisely what Mr Summers did while in 
office under President Clinton, buoying 
American asset prices at the expense of 
poor gold-producing countries. 

Gold bugs are smarting because, this 
week’s blip notwithstanding, the gold 
price continues its slow decline—which 
can easily be explained without a conspir- 
acy theory. Mining has become more effi- 
cient; most governments want to reduce 
gold as part of their reserves; and, short of 
reviving the practice of burying princes 
complete with their gold hoards, the stock 
of gold does not diminish. m 
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Truth or consequences 


Biomedical journals are agitating about the risks of corporate money corrupting 
peer review. They should worry abouta lot more than that 


OME of the most powerful words in 

print today are those in journals of bio- 
medical research, for they can literally 
wield the power of life and death over fu- 
ture patients. If published clinical trials es- 
tablish a drug’s safety and efficacy, doctors 
will eventually prescribe it. If not, it will be 
relegated to the laboratory’s hazardous- 
waste basket. Ensuring the accurate report- 
ing of such trials is therefore a matter of 
some importance. 

Unfortunately, maintaining the integ- 
rity of this sort of science seems to be get- 
ting ever more difficult. To select and revise 
promising papers, journal editors have 
long relied on the process of peer review, 
in which a manuscript is sent out for criti- 
cism to several experts in the field. If peer 
review is to work, each party must fulfil its 
side of the bargain. First, authors must gen- 
uinely have done the things they claim to 
have done, and written the documents 
they claim to have written. Second, re- 
viewers must show that they are able to as- 
sess the research as objectively as possible. 

It appears that, in too many cases, nei- 
ther side of the bargain is being kept. This 
weekend, several hundred researchers 
and medical journalists are supposed to be 


gathering in Barcelona for a conference or- 
ganised by the World Association of Medi- 
cal Editors on the effects of peer review on 
biomedical research. Some of the findings 
to be presented are damning of research- 
ers, of reviewers and of journals them- 
selves. Although, to their credit, editors of 
medical journals are seizing every oppor- 
tunity to tighten the reins of control over 
biomedical research, many of the pro- 
blems defy any quick fix. 


Quis custodiet ipsos custodes? 

The issue topping the editorial agenda is 
the honesty of research that is sponsored 
by drug companies to test the safety of 
their wares. These companies have found 
that scientists at private contract-research 
firms can perform drug trials far more 
cheaply than the academic researchers 
who have traditionally been drafted in for 
this job. Such firms drew 60% of the re- 
search funds spent by drug companies last 
year; academic scientists were left scrab- 
bling for the rest. 

Unfortunately, the companies are sav- 
ing more than money by using such hired 
guns; they are also saving face. Through 
the use of restrictive research agreements, 
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drug companies often ensure that only fa- 
vourable results are published. In some 
cases, they not only retain the right to sup- 
press publication of results, they also deny 
the authors of papers about such studies 
access to full sets of study data. 

In the face of this, such authors cannot 
give honest accounts of the research; nor 
can editors and reviewers make honest ap- 
praisals of the results. This week, the edi- 
tors of 13 top medical journals issued a 
statement condemning such abuses of cor- 
porate sponsorship. The members of the 
International Committee of Medical Jour- 
nal Editors (I1CMJE) will now revise their 
publication guidelines to require that re- 
searchers disclose their sponsors’ involve- 
ment to editors when they submit articles. 
Some editors will require researchers to 
certify that they take responsibility for 
how the trial they are reporting was con- 
ducted. And authors may be asked to de- 
clare that they had access to all trial data, 
and had the power to decide whether or 
not to publish the trials’ results. 

In a sense, these rules are formal de- 
mands for things that ought to be taken for 
granted. But, as a paper due to be pre- 
sented at Barcelona demonstrates, it is not 
even clear that authors pay enough atten- 
tion to the existing ICMjE guidelines, let 
alone that they will be willing to abide by 
extra ones. 

The existing guidelines state that peo- 
ple on a paper's author list should have 
contributed, at the very least, to the con- 
ception of a study, the analysis of the data 
and the writing of the manuscript. Yet, 
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> beck-Wood of the British Medical Journal 
and Fiona Godlee of BioMed Central, a da- 
tabase of scientific abstracts, analysed 129 
research articles submitted to the BMJ by 
588 authors, they found that this was not 
always the case. Depending on how 
strictly they interpreted the ICMJE guide- 
lines, between 24% and 71% of authors 
qualified—hardly a stellar performance. 

Richard Horton, the editor of the Lan- 
cet, took an even looser definition of au- 
thorship. He studied a small sample of re- 
search papers to find out if the views 
expressed in those articles were accurate 
representations of contributors’ opin- 
ions—a basic enough requirement, one 
might think. He examined in detail five pa- 
pers published in the Lancet last year, and 
found that contributors disagreed about 
almost everything, including a paper's key 
findings, weaknesses, implications and fu- 
ture prospects. 

That may not surprise anybody who 
has ever worked on a team project. Dr Hor- 
ton, however, also sniffed out a more dis- 
turbing trend. The contributor who stood 
to gain the most credit from a publication 
would often erase from the final report the 
weaknesses acknowledged by co-contrib- 
utors. A research paper rarely represents 
the opinions of all the scientists whose 
work it reports, Dr Horton concludes. 

Ideally, the “suppressed opinion, cen- 
sored criticism and serious bias” among 
contributors found by Dr Horton would be 
corrected by the unfettered opinions and 
criticism offered by unbiased reviewers. 
But authors may obstruct reviewers’ judg- 
ments by leaving out important informa- 
tion about their results, such as details of 
other similar trials. According to research 
conducted by the Cochrane Collaboration, 
an international group that studies clinical 
trials, reviewers do not seem to be up to 
catching these omissions. Indeed they 
may be getting worse at their task. 

In May 1997, a group of Cochrane re- 
searchers, led by Iain Chalmers, investi- 
gated whether reports of trials published 
in the five top medical journals adequately 
outlined research on other relevant trials, 
by studying one month’s worth of reports. 
Almost none of the 26 reports passed the 
test. This year, the team repeated the proce- 
dure, using the 33 trials published by these 
five journals in May. None of the trials put 
its findings in the context of earlier trials. 
Four reports falsely stated that they were 
the first published trial on a particular 
topic. Six more kept mum about related 
trials. Dr Chalmers and his colleagues find 
that the situation has deteriorated in the 
past four years. 

This is strong stuff. But it may get worse. 
Phil Alderson and his colleagues per- 
formed a “meta-analysis” of editorial peer 
review—that is, they used published stud- 
ies as their data, and applied statistical 
methods to the outcomes of those studies, 





as though each study were a single experi- 
mental result. They looked at the effects of 
peer review on various criteria, including 
methodological soundness, completeness 
and accuracy. 

Although journal editors go to great 
pains to ensure that authors do not know 
the identity of their reviewers, or vice 
versa, the researchers found that this la- 
borious and expensive process had little 
impact on the reviewers’ appraisals of 
quality of research. When they surveyed 
the sum of research on peer review, they 
found only scattered empirical evidence 
supporting the use of editorial peer review 
as a mechanism to ensure quality of bio- 
medical research. Until better studies are 
conducted, peer review may need to un- 
dergo more, well, peer review. 
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Sun-seekers 


Understanding of the earth’s nearest 
star is advancing rapidly 


ARLIER this year, a giant solar flare 

ejected about ten billion tonnes of 
plasma (hot, electrically charged gas) in an 
earthward direction at an unfriendly 
speed of 700-800km a second. The full 
force of the storm arrived over the Atlantic, 
and so did no damage. If it had hit an in- 
habited area, though, it could have 
wrecked local power supplies. In 1989, a 
similar event blacked out much of Que- 
bec’s power grid. 

Such flares are symptoms of greater 





than average solar activity. Indeed, at the 
recent peak of its 11-year cycle, the sun’s 
battering of the earth’s protective mag- 
netic boundaries with smaller versions of 
such flares caused the aurora borealis 
(northern lights) to appear as far south as 
the border between Texas and Mexico. Yet, 
curiously for an object on which so much 
depends, from climate to photosynthesis, 
scientists are only just starting to find an- 
swers to many of the fundamental ques- 
tions about how the sun works. 


A lot of hot air 
Most of the advances in solar science in re- 
cent years have come from a technique 
called helioseismology. On earth, seismol- 
ogy (the study of earthquake waves) is 
used to probe the planet's interior by mea- 
suring the reflection and refraction of 
those waves by the layers of rock involved. 
The same can be done with the sun, al- 
though the layers involved are gaseous, 
rather than solid or liquid. Detailed exami- 
nation of the ripple patterns created on the 
sun’s visible surface (known as the photo- 
sphere) by sound waves bouncing around 
its interior reveals both the sun’s underly- 
ing structure and the nature of events on 
the side facing away from the earth. 
Although helioseismology was invent- 
ed more than 25 years ago, the technique 
has come into its own only in the past few 
years, with the launch of the Solar Helios- 
pheric Observatory, SOHO, in 1995. This 
spacecraft is run jointly by the European 
and American space agencies, ESA and 
NASA. By linking its observations with 
those of a network of ground-based tele- 
scopes located at different longitudes 
around the earth, SOHO’s controllers have 
been able to conduct continuous solar ob- 
servation, rather than merely taking snap- >» 





64 Science and technology 





The sun 


» shots. That is important, according to Craig 
DeForest, a solar physicist at Southwest Re- 
search Institute in Boulder, Colorado, be- 
cause on the sun interesting things often 
happen in the course of a few hours. 

Helioseismology has, for example, al- 
lowed sunspots—which are frequently 
harbingers of violent activity—to be seen 
developing on the sun’s far side. Before 
such observations were possible, space- 
weather watchers were often surprised 
when active regions appeared from be- 
hind the sun asit rotated around its axis ev- 
ery four days or so. 

Helioseismology has also been used to 
probe below the surface. Art Poland, a for- 
mer project scientist for SOHO at NASA’S 
Goddard Space Flight Centre in Greenbelt, 
Maryland, says that seeing the speed of 
movement of hot gas inside the sun has re- 
vealed a thick “shear” region about one- 
third of the way down. It is as if the peel of 
an Orange were moving separately from 
the rest of the fruit. 

Outside this shear zone, gases are trav- 
elling much faster at the equator than at 
the poles. The boundary between the 
zippy equatorial gas and the sluggish pole- 
ward flow is a region of turbulence which, 
since the gas is a plasma, creates electrical 
currents. What researchers would dearly 
love to know is how this effect creates the 
strange patterns of activity observed by 
SOHO in the sun’s magnetism. 


Magnetic carpet 

Unlike the earth’s, which has single north 
and south magnetic poles, the sun’s mag- 
netic field, SOHO has discovered, is hugely 
variable. The star’s surface is covered with 
patches of north- and south-polar magne- 
tism. This patchy pattern has been dubbed 
the magnetic carpet. The patches are thou- 
sands of times the size of the earth, and the 
carpet is in constant flux, regenerating it- 
self every 48 hours or so. 

The solar wind—the constant breeze of 
charged particles that flows from the sun’s 
surface, even when there are no storms— 
carries these mis-shapen magnetic fields 


now available 


far into the solar system. When they reach 
earth, usually alongside hot plasma, they 
interact with the earth’s own magnetic 
field—the protective magnetic bubble 
known as the magnetosphere. When espe- 
cially large flares, known as coronal mass 
ejections (CMEs), occur, it is the magneto- 
sphere that protects the earth from heavy 
bombardment. 

The cause of cMgs is still uncertain. But 
in 1999, researchers using Yohkoh, a Japa- 
nese spacecraft, showed that certain s- 
shaped structures often appeared on the 
sun’s photosphere just before a large ejec- 
tion of matter. This phenomenon, known 
as “s marks the spot”, has helped space- 
weather watchers to improve the accuracy 
of their predictions of solar storms. Many 
details, however, are still missing, and it is 
still impossible to predict reliably when 
and where a flare will occur, or how big it 
will be. Nicky Fox, a science co-ordinator 
at Goddard, says that what is needed is 
more knowledge of the magnetic structure 
of material as it leaves the sun, since that 
determines how the earth is likely to be af- 
fected by it. 

Another fundamental puzzle of solar 
astronomy, according to Dr DeForest, is the 
source of the solar corona’s heat. The co- 
rona—the sun’s outer layer, above the 
photosphere—has a temperature of 1m°C. 
That is 300 times the temperature of the 
photosphere. Usually, temperature falls 
with distance from a heat source (in this 
case, the nuclear furnace at the sun’s core, 
which has a temperature of 15m°C). Some- 
how, therefore, energy is being concen- 
trated in the corona—probably by some 
sort of magnetic excitation, though the de- 
tails are controversial. 

That may be mainly of academic inter- 
est. But solar activity can have a strong im- 
pact on the earth. Although the effect of 
space weather is often overstated, it can 
disrupt power grids, communications sat- 
ellites and short-wave radio. America’s 
National Oceanic and Atmospheric Ad- 
ministration (one of NASA's sister agen- 
cies) already has a rudimentary solar-flare 
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warning system for power companies, but 
better predictions of how and when such 
storms are going to hit the earth would be 
valuable. And, as transistors in satellites 
become smaller, the risks of destruction 
from a single charged particle ejected in a 
flare increase. 


Dawn tomorrow 

Answering questions about the sun will 
become still easier soon, as other recent 
probes report. One such mission is Cluster, 
a set of four ESA spacecraft that fly in syn- 
chrony in and out of the magnetosphere. 
In the past few weeks, this mission has re- 
vealed that the outer regions of the magne- 
tosphere are rocked by a continuous series 
of rippling waves that resemble the long, 
swelling waves on an ocean. 

Ulysses is another joint endeavour by 
ESA and NASA. It is designed to look in 
more detail at high solar latitudes and the 
regions of space affected by them (existing 
solar probes operate in the plane of the 
sun’s equator). NASA's Transition Region 
and Coronal Explorer (TRACE), by con- 
trast, will explore the three-dimensional 
magnetic structures that emerge through 
the photosphere, and will work out the 
shape and dynamics of the upper solar at- 
mosphere. This craft has already observed 
immense loops of coronal gas vibrating 
and snapping wildly on the sun’s surface. 
NASA’s Advanced Composition Explorer 
craft sits at the gravitational equilibrium 
point between the earth and the sun, and 
measures the solar wind—giving an hour’s 
warning of approaching storms. And 
NASA's recently launched Genesis probe is 
designed to collect pieces of the solar wind 
to find out exactly what particles it is made 
from. 

Japan’s space agency, meanwhile, is 
planning to fly a mission called Solar-s in 
2005, to observe how magnetic fields on 
the sun’s surface interact with the corona 
and thus, with luck, solve the mystery of 
the corona’s enormous temperature. It 
might even reduce your chance of suffer- 
ing a power blackout. m 
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VENICE 





Special effects and artificial intelligence are not the only things to see at the movies. 
Many of the best new films are flaunting intelligent artifice 


HE jury at the Venice film festival sent 
its awards far and wide this year, to 
India, Iran, Mexico, Hong Kong and Slove- 
nia, as well as to France, Italy, Germany 
and Austria. The Golden Lion went to Mira 
Nair’s “Monsoon Wedding”, a prenuptial 
romp through the lives of too many rela- 
tives brought together for an arranged 
marriage. Despite its carnival atmosphere, 
the film was a third-best compromise. The 
president of the jury, Nanni Moretti, who 
won the Golden Palm in Cannes for “The 
Son’s Room” earlier this year, was said to 
favour “Secret Ballot”, a sardonic Iranian 
comedy by Babak Payami about a female 
official trying to persuade a group of 
largely illiterate islanders to vote. Others 
backed Ulrich Seidl’s “Dog Days”, which 
depicts a collection of bloated Viennese 
housewives feuding in a heatwave. Both 
won lesser prizes, but Mr Moretti’s face at 
the awards ceremony seemed a study in 
“Don't blame me—I'm only the president”. 
Some winners were clearly worthy. 
Other, better films slipped past unre- 
warded, as often happens at film festivals. 
Ken Loach’s fine rail-privatisation drama, 
“The Navigators”, was one example. And 
some of the most innovative pictures 
weren't even in the competition at all. 
What particularly marked many en- 
tries was their directors’ willingness, like 


diligent maths students, to show their 
films’ workings in the margin. Richard Rog- 
ers’s buildings are famous for revealing 
pipework that is usually kept hidden. Self- 
consciously intellectual film makers such 
as Jean-Luc Godard have sometimes done 
the same. Film makers usually use special 
effects to achieve super-realism; not so in 
Venice, although Steven Spielberg's “A1, 
Artificial Intelligence”, a hi-tech “Pinoc- 
chio” for the MTV generation, which had 
already done poorly in America, was an 
exception. 

Instead, the most original films here 
seemed to be reacting against this com- 
puter-generated illusion, even if at the 
same time they were careful to keep re- 
minding viewers that what they were 
watching was not reality but a careful, 
costly construct. Of these, the most ex- 
treme example was “Waking Life” by a 41- 
year-old Texan, Richard Linklater. Essen- 
tially this is a documentary about life, 
death and the universe. What marks it out, 
though, is its appearance. Originally 
filmed with live actors, it was then 
“painted” by a team of computer artists to 
look like a broad-brush animated feature, 
as in Japanese manga films. To show that 
he has other skills too, Mr Linklater also 
screened “Tape”, a tense, claustrophobic 
drama taken from Stephen Belber’s one- 
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act play about former high-school friends 
sparring over a girl. This also used new 
technology. It was shot in sequence, in a 
single hotel room, on digital video tape. 

Even a film as seemingly conventional 
as Clare Peploe’s adaptation of Marivaux’s 
“The Triumph of Love” winked at a mod- 
ern audience. It is an 18th-century extrava- 
ganza of love, deception and cross- 
dressing, starring Mira Sorvino and Ben 
Kingsley, set in a magnificent garden. But 
twice the camera drew back to reveal 
modern spectators enjoying the show. 

Though self conscious, it barely jarred 
in a genre as artificial as this. No genre is 
more artificial than opera, and a new film 
of Puccini’s “Tosca” stood up equally well 
to a rent in the fabric of illusion. In a fam- 
ous performance of this opera, the hero- 
ine, having thrown herself from the Castel 
Sant'Angelo, bounced fleetingly back into 
view. In Benoit Jacquot’s magnificent new 
film, which was screened in Venice out of 
competition, Angela Gheorghiu, Roberto 
Alagna and Ruggero Raimondi (a blood- 
curdling Scarpia) mimed to their own 
voices, sometimes inaccurately and some- 
times with closed lips when the aria was 
telling their thoughts. Other passages 
showed the Covent Garden orchestra and 
chorus in greyish black and white. The 
result, with its double focus on art and arti- 
fice, was quite compelling. 

Venice’s most distinguished visitor this 
year was Eric Rohmer, an 81-year-old 
French director who was awarded a 
Golden Lion for alifetime’s contribution to 
cinema. He also took part, lean and shy as 
ever, in a discussion of his work and 
brought along his 23rd feature film, “The 
Lady and the Duke” (see picture above), 
which proved something of a surprise to 
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le Gallois”, this is a period picture, based 
on the life of Grace Elliott, a consort of the 
future George IV and later of the Duke of 
Orleans. She wrote memoirs of both the 
French revolution and the Terror. Lucy Rus- 
sell plays Grace with a charming and 
sometimes exaggerated English accent: her 
dialogues with Jean-Claude Dreyfus as the 
duke are miracles of marivaudage. The ex- 
terior scenes, meanwhile, look as if they 
take place in 18th-century paintings of 
Paris. In fact, they were shot separately on 
video and then keyed into 37 pastiche 
painted backgrounds. Mr Rohmer has 
been attacked in France for latter-day roy- 
alism. But, in its artifice at least, his film is 
revolutionary. @ 





Indian films 


Fast food 





Bollywood: The Indian Cinema Story. By 
Nasreen Munni Kabir. Channel 4 Books; 230 
pages; £12.99 


IRA NAIR’S Venice festival success, 

“Monsoon Wedding”, will focus at- 
tention on all Indian cinema. Well over 
100 films are made every year in Bolly- 
wood-the kitsch moniker that survived 
Bombay's rechristening as Mumbai in 
1996. Most of these pictures are as basic as 
the simplest Hollywood blockbuster. As 
Shah Rukh Khan, one of Bollywood's big- 
gest stars, says, his overriding aim is to get 
audiences to “laugh, cry, sing, dance”, not 
to think. 

Nasreen Munni Kabir argues in “Bolly- 
wood: The Indian Cinema Story”, that it 
was not always thus. Back in the 1950s film 
makers such as Mehboob Khan, Raj Ka- 
poor and Guru Dutt rode on a wave of 
intellectual dynamism that had been 
whipped up by the raising of the Indian 
flag atindependence. These directors were 
happy to take on realistic themes, such as 
caste, morality and the place of women in 
a fast-changing world, and they were 
lucky to draw on the acting talents of Dev 
Anand and Dilip Kumar, not to mention 
the singing voice of Lata Mangeshkar, who 
went on to become the world’s most prol- 
ific recording artist. Films such as Mr 
Khan’s “Mother India”, the story of a 
courageous village woman, played by the 
much-loved Nargis, are infused with 
subtlety as well as charm. 

Generally, though, Bollywood has 
rarely tried to appropriate the artistic 
respectability so deservedly conferred on 
other Indian film makers, such as Satyajit 
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Ray and Ritwik Ghatak, both of whom 
come from Mumbai’s self-consciously 
intellectual alter ego, Kolkata. As Ms Kabir 
wisely recognises; Bollywood is most in- 
teresting when it is looked at as a reflec- 
tion, and refraction, of Indian society, 
rather than as an end in itself. 

The prominence of Muslims in the in- 
dustry’s hierarchy is testament to Bolly- 
wood’s continued adherence to pluralist 
ideals that are often ignored in the po- 
larised India of today. But it is not in film 
makers’ interest to offend against tradition. 
Bollywood may like to think that it influ- 
ences society, and perhaps it does some- 
times, but more often it is merely following 
in society's steps. 

Take, for example, the old stock charac- 
ters. In the socialist India of the 1950s, vil- 
lains were often portrayed as exploitative 
landlords or industrialists. More recently, 
as Indians have embraced the free market 
and lost their old respect for officialdom, 
baddies are more often bent policemen or 
corrupt politicians. Equally, as Indian 
women have started to adopt western mo- 
res, SO you now see Bollywood heroines 
smoking cigarettes and wearing short 
skirts, attributes that would at one time 
only have been associated with that other 
stock character, the vamp. 

For all Bollywood's vibrancy, the mes- 
sage of Ms Kabir’s book is a dispiriting one: 
who dares often loses. Shabana Azmi, one 
of the rare actresses to have lent depth to 
female roles, remembers being warned 
not to take the part of an adulteress. The 
new starlets are more likely to be beauty 
pageant queens than drama school gradu- 
ates. Nor, for that matter, have Bolly- 
wood’s liberals, whatever their religion, 
noticeably stood up to the recent Hindu 
revivalism. m 
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Animal conservation in Africa 


Babar’s battles 





Africa's Elephant. By Martin Meredith. 
Hodder & Stoughton; 288 pages; £14.99 


Wildlife Wars: My Fight to Save Africa's 
Natural Treasures. By Richard E. Leakey and 
Virginia Morell. St Martin's Press; 352 pages; 
$25.95. Macmillan; £20 


LEPHANTS share many characteristics 

with humans. They live in close-knit 
families, they feel keenly about their dead, 
they are highly intelligent and in front of a 
mirror will recognise their own image. 
None of that, though, has stopped man 
from killing his sentient friend. Elephants 
have been hunted since palaeolithic times. 
They were used in warfare as an early form 
of tank, hamstrung by the elephanto- 
machoi—the elephant hunters of ancient 
Egypt—slaughtered in the arena by the Ro- 
mans and culled to furnish King Solomon 
with a throne of ivory, “the like of which 
had never been seen in any kingdom”. 
With varying degrees of intensity, they 
have been killed since the 1970s to provide 
Japanese buyers with status symbols 
made of ivory. With such a past, what 
hope has the elephant for the future? 

As an insight into modern Africa, Mar- 
tin Meredith’s popular historical account 
may come to be seen in the same class as 
Alan Moorehead’s “The White Nile”. Tak- 
ing as a Starting point the first scientific 
studies of wild elephants that were con- 
ducted in the 1960s, Mr Meredith draws 
elegantly from ancient historical texts, ac- 
counts of 19th-century ivory traders and 
the work of a new breed of scientists who 
are articulate lobbyists against the ivory 
trade as well as ecologists and animal be- 
haviourists. His story is both sad and 
shaming. Africa’s elephant population has 
dwindled by more than half since the 
1970s, and the underlying message of Mr 
Meredith's book is that if man cannot save 
the elephant, what chance has he, in the 
end, of saving himself? 

In 1989, 18 years after the modern 
slaughter of the African elephant began in 
earnest, Richard Leakey strode on to the 
stage. His gritty insider’s view, “Wildlife 
Wars”, shows whatit really takes to try and 
save elephant populations and keep your 
head when all about you are losing theirs. 

Asa well-known palaeoanthropologist 
and the director of the National Museums 
of Kenya, Mr Leakey was, in 1989, unex- 
pectedly appointed to head the Kenya 
Wildlife Service (kws) at a time when the 
elephant faced its greatest threat from the 
ivory trade since the 19th century. Mr Lea- 
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Richard Leakey in the front line, from Mirella Ricciardi’s “African Visions”, an exhibition 





of 40 years of her work, at Acte II, 41 rue d'Artois, Paris 8ème, until October 16th 


> the virtues of a Victorian pioneer. Part 


zealot, part soldier, he was transformed 
from a civilian into a warrior for wildlife. 

He was determined that he could stop 
the corruption that was (and is) endemic to 
Kenya, while at the same time raising hun- 
dreds of millions of dollars for the cause 
and defeating the elephant poachers in the 
field. In the early years, Mr Leakey 
achieved a great deal. Hugely self-confi- 
dent, he managed to turn around the cor- 
rupt service and engineered some remark- 
able reforms. As a first stop, he blocked the 
sale of nearly 13 tonnes of ivory tusks that 
had been captured from poachers and per- 
suaded President Daniel arap Moi to puta 
torch to the pile instead. The conflagration 
made the front page of papers across the 
world and persuaded outsiders that Kenya 
was wholly committed to stopping the ele- 
phant poaching. It also put Kenya at the 
vanguard of a movement to ban the ivory 
trade. When the ban was internationally 
approved in 1990, against heavy opposi- 
tion from South Africa and Zimbabwe, the 
price of ivory collapsed from $100 a kilo to 
$5 virtually overnight. 

Foreign donors became happy to 
pledge new funds to Kenya’s wildlife, es- 
pecially when they saw Mr Leakey build a 
modern management structure to run the 
parks and raise morale among the front- 
line rangers whose job it was to patrol the 
reserves and fight the poaching on the 
ground. But Kenyan politics are rough, and 
Mr Leakey’s honeymoon soon came to an 
end. A plan to hire a small number of Ken- 
yans on an expatriate salary scale, though 
it helped him lure the best people to Kws, 
quickly upset the rest of the workforce. His 


battles with corrupt colleagues proved too 
hard, and he was soon unjustly accused of 
tribalism and of loving elephants more 
than people. At the same time, a small 
plane he was piloting suffered engine fail- 
ure. While Mr Leakey saved the lives of his 
passengers, his feet were so badly dam- 
aged in the crash in June 1993 that he had to 
have both legs amputated. When he real- 
ised he had lost the president's trust, he re- 
signed. But Mr Leakey’s story did not end 
there. After a spell dabbling in opposition 
politics, he was briefly again director of 
KWS before becoming the head of the Ken- 
ya civil service. 

“Wildlife Wars” is a very personal 
book. Mr Leakey’s judgments of his profes- 
sional rivals are rarely objective, and it 
comes as no surprise that the book’s subti- 
tle starts with the words “My fight...”. 
There are touching moments, though. 
Mary Leakey, his brilliant yet often critical 
mother, surprised him early on when she 
told him that “finding fossils simply can’t 
compare with saving the elephants.” Later, 
what he learned about the close loyalties 
of elephant families sustained him 
through his troubles. 

Virginia Morrell, whose biography of 
the Leakey family, “Ancestral Passions”, 
came out in 1995, has refashioned Mr Lea- 
key’s usually workaday prose into a fine 
and imposing narrative of a heroic life in a 
continent all too short of heroes, black or 
white. Though marred by too many typo- 
graphical errors and erroneous captions, 
“Wildlife Wars” reminds us forcibly of Mr 
Leakey’s lasting legacy—that he stopped 
the elephant poaching and demonstrated 
that reform is possible in Africa. m 





A French literary row 
Sex: the rough 
guide 


Plateforme. By Michel Houellebecq. Flamma- 
rion; 370 pages; FFr131.20 


POSTURING and cynical self-publi- 

cist? Or poet-turned-pornographer? In 
grabbing the headlines that have made his 
third novel an instant bestseller in France, 
Michel Houellebecq is an easy target for 
such accusations. After all, in “Plateforme” 
he devotes a great many pages to sexual 
tourism in Thailand and Cuba—and does 
so less to denounce it than in celebration. 
Similarly, he has courted Salman Rushdie- 
like notoriety both with the book’s dismis- 
sive critique of Islam and with a sub- 
sequent magazine interview in which he 
described Islam as “stupid” and “danger- 
ous”. Perhaps, say his detractors, all this is 
a mite contrived, a ploy for a serious and 
talented writer to attract readers and make 
some money. 

A plausible alternative view is that Mr 
Houellebecq, whose previous novel, “Les 
Particules élémentaires” (Elementary Par- 
ticles), embraced eugenics, bravely ven- 
tures where others prefer not to go, and 
does so with a sharp intelligence. Cer- 
tainly “Plateforme”, on one level, is a page- 
turning account of sexual activity in all its 
variety. But on another it is a scathing liter- 
ary attack on free trade and that cultural 
bugbear in France, globalisation. “For my- 
self,” says the narrator, Michel, a 40-year- 
old employee of the French ministry of 
culture, “I can see no objection to sex enter- 
ing the market economy. There are plenty 
of ways of obtaining money, honest or dis- 
honest, by intelligence or by brute force.” 
So why not by sex, with the beautiful of 
the third world selling their bodies to Euro- 
pean tourists happy to pay to escape the 
stresses of the rich world? 

To this Mr Houellebecq adds another 
level. He insists his novel is also a love 
story. Somewhat to his own surprise, Mi- 
chel, the unmarried civil servant who has 
hitherto satisfied his sexual needs in Paris 
by visiting peep shows and massage par- 
lours, becomes the partner of Valérie, a 27- 
year-old career woman whom he meets 
on a package tour to Thailand. For Michel 
(and, it seems, for the author as well), Vale- 
rie is arare western woman capable of giv- 
ing love and of associating desire with 
pleasure; few others seem able to abandon 
themselves to pleasure. Doubtless all this 
will be taken as further evidence for those 
who think that, in the end, Mr Houelle- 
becq is simply a clever misogynist. 

A stronger criticism of his love story is 
that Michel is too bleak and detached a 


character to be convincingly in love. Mi- » 
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> chel’s remoteness is not the result of the 
tragedy at the end of the book, but is cen- 
tral to his whole being. Only by being one 
of life’s non-participants can he be so mor- 
dantly and amusingly perceptive, neatly 
skewering conventional views on every- 
thing from art to economics. 

Mr Houellebecq, however, has caused 
additional provocation by also skewering 
a popular French backpacker’s guide, “Le 
Guide du routard”, which his hero de- 
scribes as a po-faced, hypocritical denun- 
ciation of sex tourism, written by “Protes- 
tant humanitarian idiots whose ugly faces 
take up a quarter of the cover.” 

Amid mutterings of possible legal 
action, the guide’s publisher says Mr 
Houellebecq should leave Thailand and 
its gang-enslaved prostitutes alone and 
stick to Paris and “the whores of rue Saint- 
Denis~—as long as they are there by choice”. 
In the meantime, and in their different 
ways, both the guide and “Plateforme” 
make good reading. = 





The American family 


Trouble at home 


The Broken Hearth: Reversing the Moral 
Collapse of the American Family. By William 
J. Bennett. Doubleday; 208 pages; $22.95 


OW you feel about William Bennett's 
lament for the decline of the nuclear 
family will depend on your circumstances 
at home. For in any debate on the state of 
marriage, lines tend to be drawn on the ba- 
sis of experience. That is part of the pro- 
blem with the issue. As more and more 
people are divorced or live with partners 
to whom they are not married, advocates 
of the picture-book nuclear family grow 
more worried about giving offence. It is 
hard if you are Britain’s upright Tony Blair, 
happily married and staunchly Christian, 
to speak up too loudly in favour of your 
own domestic arrangements when your 
ministers have included adulterers, di- 
vorcees and homosexuals. It is even 
harder for American politicians to discuss 
family values when their number includes 
the likes of Bill Clinton, Gary Condit and 
Newt Gingrich. So the debate on the conse- 
quences of the changing shape of the fam- 
ily—surely the most important of all social 
changes—mostly goes on outside politics. 
Mr Bennett has no such scruples. A for- 
mer Republican politician and America’s 
first drugs tsar under George Bush, he is a 
thoughtful conservative. He has the right 
personal qualifications to propound his 
views. The child of a much-married 
mother, he has nevertheless enjoyed a 
lasting and happy marriage and brought 
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Moving on 


up two sons. That families such as his own 
are an increasing rarity is something he 
feels is profoundly harmful to the fabric of 
American society. 

He recites a familiar tale: the ever- 
increasing divorce rate (which a child has a 
50-50 chance of experiencing), the rise of 
abortion (which now ends a quarter of all 
pregnancies) and the increase in out-of- 
wedlock births, especially among blacks 
(96% of black teenage mothers are now un- 
married). Mr Bennett blames—along with 
the pill, day-care, women’s employment 
and easier divorce—the permissive atti- 
tude of the media. When, in the late 1940s, 
Ingrid Bergman left her husband and fam- 
ily for Roberto Rossellini and bore his 
child, her films were picketed; when Ma- 
donna had Guy Ritchie’s child before they 
were married, she was lionised. 

All this may be regrettable, but does it 
really matter? Here Mr Bennett is less con- 
vincing. His book would carry more 
weight if he had made a clearer link be- 
tween family breakdown and social woes. 
Just as alarming as absent fathers is the fact 
that only two out of three young American 
women are likely to have children at all. 
And just as striking as America’s family 
breakdown is the fact that this phenome- 
non is happening all over the world. 

So what is to be done? Mr Bennett has 
no more answers than most folk. Amer- 
ica’s culture, built on the primacy of 
individual choice and self-fulfilment, is ill- 
suited to the rigours of married life, which 
brought as much unhappiness as happi- 
ness to people (and especially to women), 
even in its heyday. Such social tides tend to 
turn of their own accord, if at all: politi- 
cians and pundits can spot trends, and 
may advance them a little, but rarely set 
them off. The question is how long 
women will continue to find that the bene- 
fits of a life of freedom exceed the costs that 
a permanent partnership can impose. 
Those women who have themselves been 
the victims of broken marriages may try 
harder than their mothers did to repair the 
broken hearth. m 





Post-war Britain 


Decline and bawl 


The Verdict of Peace: Britain Between her 
Yesterday and the Future. By Correlli 
Barnett. Macmillan; 713 pages; £20 


HOUGH the empirical foundations of 

Correlli Barnett’s theory of Britain’s 
waning influence in the 20th century have 
been shaken by other historians, notably 
Sebastian Ritchie, the second volume of 
this four-part work on Britain’s decline, 
“The Audit of War” (1986) did at least put 
forward an original view of Britain’s per- 
formance in the second world war. Far 
from being the nation’s finest hour, Mr 
Barnett argued that the war years already 
exhibited symptoms of what later became 
known as the British disease: indecisive 
politicians, ivory-tower education and, of 
course, obstructive trade unions. Provoca- 
tive views of this sort can at least make 
other researchers look again at the facts. 

No such excuse can be made for this un- 
original and astonishingly ill-written rant, 
the fourth and final volume in Mr Barnett’s 
“Pride and Fall” series. Better should have 
been expected. Despite a barrage of statis- 
tics, he fails to make a convincing case. His 
comparative framework is weak. Former 
West Germany is his paradigm of what in- 
dustrial modernity and good technical 
education might have been, but France is 
only touched on intermittently. Had Mr 
Barnett been more familiar with the Ecole 
Normale Supérieure, he might have hesi- 
tated to denounce the English educational 
establishment for its elitism and emphasis 
on the study of classics. Countries such as 
Ireland or Italy, whose struggle for endur- 
ing economic success raises as interesting 
questions as those posed by German pros- 
perity, are ignored. More strikingly still, Mr 
Barnett never pauses to confront the 
explanatory difficulties presented by the 
fact that many of the virtues he attributes 
to West Germany, especially to its schools 
and technical colleges, were equally 
present in that less noted powerhouse of 
industrial performance, the German 
Democratic Republic. 

In many ways, the comparative ap- 
proach of the book is dated. Competition 
between nations is seen as key to human 
affairs, and 20th-century British history is 
understood as a perpetual replay of the 
1966 soccer World Cup. Non-economic 
measures of social well-being get little rec- 
ognition, and it is gloomily assumed that 
one nation’s success is inevitably another 
nation’s failure. But why should British 
people regard the prosperity of Germany, 
a democratic country that has learned 


from its terrible past, with anything but de- »» 
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» light? How pertinent in any event are 
many conventional measures of interna- 
tional competition in a world where large 
companies straddle national frontiers and 
people move easily from one country to 
another? The influx of German students 
into British universities must seem odd to 
anyone who shares Mr Barnett’s view of 
British educational failings. 

It should also be clearer to Mr Barnett 
that the performance of different sectors 
within an economy can vary widely. He 
focuses primarily on Britain’s motor in- 
dustry, while its services are neglected. 
Publishing might have made an interest- 
ing case study for him. Would he conclude 
that the tough-minded Germans at Holtz- 
brinck, who own Macmillan, might have 
thought twice before committing share- 
holders’ money to books like this? m 


20th-century history 


The end of 
innocence 


Peacemakers: The Paris Conference of 
1919 and Its Attempt to End War. By 
Margaret MacMillan. John Murray; 574 
pages; £25. To be published in America by 
Random House next spring 


UST over three weeks after the guns fell 

J sie on the western front, Woodrow 
ilson sailed for France to take what he 
saw as his rightful place as the saviour of 
the world. As the ss George Washington 
docked in Brest, the air was filled with cries 
of “Vive L'Amérique! Vive Wilson!” “We 
are so grateful”, said the French foreign 
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minister, Stéphen Pichon, “that you have 
come over to give us the right sort of 
peace.” All Europe agreed. 

Six months later, when Wilson and his 
allies signed a treaty of peace with the de- 
feated Germans in the Hall of Mirrors at 
Versailles, hope had been replaced by dis- 
cord and disillusion. Wilson had promised 
a solution based on justice and the right of 
self-determination for nations. Painfully, 
in the course of the peace conference, the 
oversimplicity of that formula was ex- 
posed. Some nations, it turned out—espe- 
cially those with powerful lobbies in the 
United States—were indeed to determine 
their own sovereign futures. Other peo- 
ples, such as the Armenians and the Kurds, 
were not. Few were the countries, Wilson 
discovered, where the majority could be 
given self-determination without denying 
the rights of minorities. 

Not only the global catastrophe of the 
second world war but several of the 
world’s bitterest problems more than 80 
years on can be traced to decisions taken in 
Paris in the first half of 1919. Among them 
are the creation of Burundi, Rwanda and 
Iraq, the instability of the Balkans and the 
Caucasus, the poisoned relations between 
Greece and Turkey, and, above all, the feud 
between the Arabs and the Israelis. 

Wilson’s fellow countrymen, and 
many British observers, followed John 
Maynard Keynes in blaming the failure of 
the conference on the vindictiveness of the 
French in general and of Clemenceau in 
particular. Margaret MacMillan, in this lu- 
cid and lively retelling of the story, does 
not agree. Her detailed account takes in the 
vast sweep of affairs determined in Paris, 
from the future of German colonies in Af- 
rica to the partition of the Ottoman em- 
pire. She argues that the conference has 
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been blamed for many disasters that were, 
in fact, determined either by events that 
took place before it began or by later trou- 
bles. Ms MacMillan is also right to stress 
that, however oppressive reparations 
might have been, they were subsequently 
reduced and paid only in part. 

As a corrective to the received Keyne- 
sian version of events, this is useful. But in 
essence, surely, Keynes was right. Britain 
and France did miss the opportunity to be 
statesmanlike, because the allied states- 
men-—especially but not only Clemenceau, 
Lloyd George and Orlando—saw them- 
selves as mandated to bring back from the 
conference some reward for the great sacri- 
fices their peoples had made. 

This was the opportunity for America 
to lead the old world towards a better one 
made safe by open diplomacy and the 
League of Nations. But that chance was 
lost. The senate crippled the league and 
America shirked its responsibility. When it 
took up the burden again, in 1945, it was 
not as a disinterested party but as the 
leader of a coalition against communism. 
At Hiroshima it had already lost the right to 
claim the prerogatives of innocence. W 





Literary essays 


Where’s the fire? 


Stranger Shores: Literary Essays 1986- 
1999. By J.M. Coetzee. Viking; 288 pages; 
$24.95. Secker & Warburg; £17.99 


HIS anthology brings together 29 of 

J.M. Coetzee’s book reviews, articles 
and lectures, written over a period of 14 
years. Although there is no unifying 
theme, certain preoccupations do emerge 
over its course. Unsurprisingly, South Af- 
rica looms large, with essays on Nadine 
Gordimer, Alan Paton and Helen Suzman, 
the Xhosa tribe, and the undeclared poli- 
tics of the 1995 Rugby World Cup. There is 
also a clutch of pieces on the art of transla- 
tion, particularly from German. Mr Coet- 
zee refuses to commit himself to a theory 
of translation, offering instead his ele- 
gantly evasive formulation that “translat- 
ing turns out to be only a more intense and 
more demanding form of what we do 
whenever we read.” 

“Stranger Shores” contains several out- 
standing essays. Taken as a whole, how- 
ever, itis a disappointment. Little has been 
done to make the book reader-friendly. 
There is no foreword, no index, and no 
organisation of the contents. Several of the 
pieces are redundant. Reviews of novels 
by Salman Rushdie and A.S. Byatt, for ex- 
ample, offer little more than plot summar- 
ies. Others have aged badly. In a discus- »» 





> sion of a book on South African 
photography that is now out of print, Mr 
Coetzee refers us to page numbers we can- 
not turn to and photographs we cannot 
see. Even the long opening lecture, “What 
is a Classic?”, disappoints. Italo Calvino in 
an essay collection entitled “Why Read the 
Classics?” and Frank Kermode in his book, 
“The Classic”, have addressed much the 
Same question with far more rigour and 
imagination. One scents, in other words, a 
publishing initiative rather than a well- 
weighed project. 

The collection also suffers from Mr 
Coetzee’s preferred critical tone, which is 
dry tending to arid. To be sure, each essay 
demonstrates an immense breadth of 
learning, and there are occasional mo- 
ments of fine phrasing, as when Mr Coet- 
zee observes of Jorge Luis Borges’s teasing 
fiction that it “takes its course with the cer- 
tainty of a game of chess in which the 
reader is always a move behind the au- 
thor.” Yet few of Mr Coetzee’s subjects 
rouse him, either to enthusiasm or to ire. 
Dispassionate criticism of this sort makes 
for passion-free reading. m 


Jewish mysticism 


Having it both 
ways 


The Lost Messiah. By John Freely. Viking; 275 
pages; £20 


TS practice of Judaism has given two 
adjectives to the English language, with 
meanings that collide interestingly. “Tal- 
mudic” (derived from the study of Jewish 
law) implies hair-splitting and rationality. 
“Kabbalistic” (referring to Jewish mysti- 
cism) suggests an emotional engagement 
with esoteric knowledge that is anything 
but rational. 

Among Jews in modern Europe, the Tal- 
mudic style triumphed and the kabbalah, 
in the end, vanished. In the words of the 
great scholar of Jewish mysticism, Ger- 
shom Scholem: “What remained resem- 
bled an overgrown field of ruins, where 
only very occasionally a learned traveller 
was surprised or shocked by some bizarre 
image of the sacred, repellent to rational 
thought.” 

Yet in the 17th century the Jewish world 
from Aleppo to Amsterdam wasin thrall to 
Sabbatai Sevi, a kabbalist who claimed to 
be the messiah. Sevi’s story is so remark- 
able that even an unadorned telling of it 
makes for an interesting narrative. This 
John Freely has provided, though not a 
great deal more. 

Born in 1626 into a prosperous commer- 
cial family in Izmir, Sevi exhibited at an 
early stage the pathology and genius on 


New fiction 


J ourney to elsewhere 


The Pickup. By Nadine Gordimer. Farrar, 
Straus and Giroux; 282 pages; $24. 
Bloomsbury; £16.99 


To plot of Nadine Gordimer’s novel, 
“The Pickup”, is spare and symmetri- 
cal. Julie Summers, working in public re- 
lations in South Africa, picks up a 
handsome Arab garage mechanic when 
her car breaks down in a rough neigh- 
bourhood. He turns out to be an illegal 
immigrant, and the authorities want him 
out. Julie pulls strings, but in vain. 
Deeply in love, she decides to follow 
him (as his wife, he insists) to his desert 
village, where women know their place. 

Here their roles are reversed: she be- 
comes choiceless and dependent while 
he is the string-puller, sitting in visa 
Sa hunting down contacts. Ms Gor- 

er’s 1981 novel, “July's People”, used 
the same idea of changing places to very 
different effect. 

Ibrahim and Julie—with the faintest 
echo of Shakespeare’s star-crossed lov- 
ers—are on different trajectories: “neither 
knows either, about the other”, as Ms 


which his messiahhood would rest. He 
veered between melancholy and periods 
of “illumination”, which his followers 
took to be divine in origin. The liberties he 
took with tradition and law prompted his 
expulsion from one Jewish community 
after another across the Levant. In Istanbul 
he placed in a cradle a fish dressed in in- 
fants clothing, dramatising a prophecy 
that the messiah would be born under the 
sign of Pisces. In Salonika, according to one 
account, he married a Torah scroll. 

It was not until 1648 that Sevi took him- 
self properly speaking to be the messiah. 
Although many orthodox rabbis resisted, 
the Sabbatian movement was hardly a 
fringe cult. Sevi’s promise of redemption 
conquered rich and poor, and much of the 
rabbinate too. So numerous and fervent 
were the false messiah’s followers in Ham- 
burg that dissenting rabbis were afraid to 
preach against him. In Alexandria Jewish 
merchants ceased trade to prepare for their 
return to Zion. 

Why was this improbable saviour so 
widely believed? One reason must have 
been the attractiveness of his promise to 
reverse the condition into which history 
had placed the Jews, a dispersed nation 
subordinate to both Ottoman sultan and 
Christian king. Sevi’s followers dreamed 
not only of returning to Israel but of hav- 
ing Gentiles prostrate themselves before 


Gordimer puts it, in the peculiarly ellipti- 
cal and rather irritating style that is typ- 
ical of this novel. Julie scorns her 
businessman father and his fat-cat circle; 
Ibrahim is impressed by their power, 
and shocked by her disrespect. She sees 
humiliation for him in the “first” world; 
he sees opportunity. Conversely—and 
this is the difficult nub of the book—she 
learns to see his country in a light that he 
shuts out. 

Ms Gordimer is no sentimentalist; 
Ibrahim’s family has cats as fat as Julie’s. 
But through Julie’s eyes she also evokes 
the rhythms of prayer and self-abnega- 
tion, the courtesies and strengths of fam- 
ily loyalty, the sense of life enhanced by 
the vast sterility of the desert. It is here, 
where Julie’s love for Ibrahim develops 
beyond him and ultimately leaves him 
behind, that the book is most moving— 
though also, to the sceptical reader, most 
uncomfortable. And yet Ms Gordimer 
writes so tenderly and igly about 
Julie’s gradual transcendence of her 
western self that she manages to hold 
scepticism at bay. 


them. Indeed, it was prophesied that the 
Grand Turk himself would relinquish his 
crown to Sevi. 

Such inversions of the existing order of 
things were a Sevi speciality. He converted 
fast days into feast days, ate unkosher food, 
allowed women to read the Torah in syna- 
gogue and even, it was persistently ru- 
moured, presided over orgies. Then, in 
1666, nearly 15 years after he proclaimed 
himself messiah, came the ultimate inver- 
sion. Brought before the Ottoman ruler 
with the connivance of hostile rabbis to 
answer charges of sedition, Sevi converted 
to Islam rather than face martyrdom, and 
accepted a sinecure as the Sultan’s head 
gatekeeper. Yet even this did not end his 
messianic career. Many believers read his 
apostasy as a mystical act of self-sacrifice; 
a few converted, at least outwardly, to Is- 
lam. He had always been a hybrid: rene- 
gade and rabbi, charlatan and saint. And 
now he was both Muslim and Jew. 

Nor did Sabbatianism end with his 
death a decade later, in exile in what is 
now Montenegro. Sects of believers, called 
Donme (turncoats), awaited his return un- 
til the 20th century. Most were outward 
adherents of Islam, but had second names 
and would not intermarry. They kept 
quiet about their faith—-so quiet that Mr 
Freely believes that some Donme may still 
be awaiting their lost messiah. m 
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l JNC PS® Uric Nations onca for reject Servioos 


The Ctvysier Building, 405 Lexington Avenue, 4th Floor 
New York, NY 10174 


NORTHERN IRAQ URBAN WATER AND 


SANITATION PROGRAMME 
(UNOPS Project No: IRQ/01/R72/A/VQ/31) 


| The United Nations Office for Project Services (UNOPS) is 
| requesting expression of interest from companies with 
experience in design, installation, operation and 
maintenance of water supply and sanitation systems for 
urban centres. Those with experience in_ institution 
development for sustainable management of water 


distribution systems and installations of repair workshops to 
service water and sanitation systems may also express 
interest. 


| Please address your reply not later than 30th September 


Mr Richard Bonilla 
UNOPS 
Division for WAASE 
4th Floor Chrysler Building 
405 Lexington Avenue 
New York 
N.Y. USA 10174 
Fax (212) 457- 4045 
Email: rameshPV@unops.org 
Website: www.unops.org 


The World Bank Group 


Albania, Bosnia and Herzegovina, Macedonia, FR Yugoslavia 
REQUEST FOR EXPRESSIONS OF INTEREST 


SCOPE OF WORK EOI-01/01 


South East Europe Enterprise Development (SEED) is tasked to strengthen 
small and medium enterprises (SMEs) through capacity building and facilitating 
access to capital. SEED supports development of SMEs as well as individuals 
and institutions that serve SMEs through tailored, enterprise- and organization- 
specific technical assistance, capacity building programs, training courses and 
research/policy interventions. 


SEED seeks to engage implementing partners to design, develop and implement 
technical assistance, primarily training programs, designed to transfer knowledge 
/build capacity of local business service providers in partnership with SEED. 
SEED is inviting all interested, suitably qualified consultancy organizations to 
submit their Expression of Interest (EOI). The role of the implementing partners 
will be to: 


* develop and implement technical assistance programs aimed at building 
capacity of local business service providers who supply business 
services to SMEs (i.e. independent consultants and firms who provide 
business development services), 

* build capacity of local business associations, which represent 
interest/needs of SMEs, through transfer of knowledge and dissemination 
of best practice experience (primary focus should be on effective 
advocacy methodology). 


PLEASE SEE THE FULL TEXT OF THIS ADVERTISEMENT, INCLUDING 
REQUIRED QUALIFICATION AND EO! FORMAT INFORMATION, IN SEED’S 
WEBSITE: http://www.ifc.org/seed 


EOls must be submitted to SEED via fax + 387 33 217 762 or 
e-mail (adelalic@ifc.org) ONLY, no later than October 5, 2001. 
Please quote reference EOI-01/01. 


SEED is a multi-donor initiative managed by IFC to strengthen SMEs as well as 
individuals and institutions that serve the needs of SMEs in Albania, Bosnia and 
Herzegovina, Macedonia and FR Yugoslavia. 
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The John F. Kennedy School of Government 
offers an exciting new degree program, 
the MPA in International Development 


Prepare yourself to make 
a difference in the world. 


RIGOROUS AND INTENSIVE, The MPA/ID 
represents a breakthrough in development 
education, combining depth in economics 
training (at the PhD level) with a cross-dis- 
ciplinary approach to solving the most critical 
problems facing the world. 


TAUGHT BY A WORLD-RENOWNED 
FACULTY, including economists Jeffrey Sachs 
and Dani Rodrik, the MPA/ID 

aims to promote sustainable economic 
growth with equity and social justice in an 
interdependent world. 

FOR EXCEPTIONAL, MOTIVATED PEOPLE 
from all over the world with strong math and 
economics backgrounds, the program deepens 
and expands analytical skills through intensive 
course work. Summer internships in inter- 
national settings offer real-world experience. 
Students will develop the tools to become 


leading development analysts and practitioners. 


Our career services staff will help launch 
graduates into rewarding development careers. 


Classes begin in September, 2002. 
Applications are due by January 4, 2002. 
Full and partial scholarships are available. 


For more information, please see our website 
at: Attp://www.harvard.kse.edu/mpa-id or 
contact: 
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UNIVERS JOHN F. KENNEDY 

SCHOOL OF GOVERNMENT 

Office of Internationa! Development Programs 

79 John F Kennedy Street 

Cambridge, MA 02138 


phone: 617-495-2133, fax: 617-495-9671 
e-mail: idprograms@ksg.horvard.edu 


The John F. Kennedy School of Government offers several 
Master's programs designed to meet the distinct professional 
needs of several different types of students. For information 
on other degree program options, please see the school's 
main website: htio Awww. harvard kso.edu 
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Svetlana Gouzenko 





Svetlana Gouzenko, a spy’s wife, died on September 3rd, aged 77 


HEN Igor Gouzenko, a Soviet spy, 

defected to the West he told his wife 
Svetlana that he did not expect to survive 
for more than a year. He was sure that he 
would be tracked down by his former em- 
ployers and shot. Svetlana too would 
probably be killed. Even their small son 
might not be spared. With what is some- 
times called Russian fatalism, Igor and 
Svetlana awaited “the destined day”, in 
Turgenev’s phrase. 

Many people have a calculated fear of 
being murdered. United States presidents 
continue to be provided with protection 
after they have left office. In Britain a se- 
nior politician who may have offended 
Irish nationalists can have the comfort of 
an armed minder. But in 1945, when the 
Gouzenkos went into hiding, the science 
of personal security had not been de- 
veloped in the West. Igor had been at- 
tached to the Soviet embassy in Ottawa. 
The Gouzenkos’ guardians were the Royal 
Canadian Mounted Police, the red-coated 
Mounties brilliant at horsemanship set to 
music, but with limited knowledge of So- 
viet assassins. 

Canadian officials had at first been 
sceptical about Gouzenko and were 
doubtful about offering him asylum. The 
Soviet Union was then the West's ally. 
Canada asked the United States and Brit- 


ain what they made of the armful of docu- 
ments that Gouzenko had brought with 
him. They were immediately alarmed by 
its lists of westerners working for Russia, 
each assessed for reliability: “is afraid”, 
“takes money”. The documents started the 
hunt for spies such as Kim Philby, a British 
foreign-policy adviser, and Klaus Fuchs, a 
scientist passing on technical details about 
the atom bomb to the Soviet Union. The 
Gouzenkos became important. Whatever 
their fatalism, they had to be kept alive. 
Other Soviet spies were to defect later but 
Gouzenko was perhaps the most impor- 
tant because of the shocking impact he 
made on a complacent West. The Gouzen- 
kos were found a secret and well-guarded 
house outside Toronto. Within these un- 
usual confines Svetlana set out to be a Ca- 
nadian housewife and mother. 


The little Canadians 

She taught herself English, helped by Igor, 
who was fluent, and by studying Cana- 
dian newspapers. Language was always to 
be a problem. Svetlana and Igor had eight 
children. The couple liked to speak Russian 
to each other but English was the family 
tongue. They sought to bring up the chil- 
dren as normal Canadians. Yes, the chil- 
dren were told, their parents were immi- 
grants, as many Canadians are, but from 
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Europe, not the Soviet Union. Elaborate ex- 
planations had to be given to the children 
why they should keep a watch for strang- 
ers who might be following them home. 
Only when the children were in their late 
teens did they learn of the family’s strange 
background. 

Equipped with language, Svetlana 
screwed up her courage to venture out of 
the safe house to go shopping. The threat 
of assassination remained. On her return 
to the house Svetlana would check for the 
slightest disturbance—a moved cushion or 
newspaper-—that would indicate an in- 
truder. A Soviet agent who defected later 
said that he had been on a mission to kill 
the couple. 

Few pictures exist of the Gouzenkos. 
When Igor was interviewed on television 
his head was in a hood. Our grainy picture, 
possibly a passport photo, is of Svetlana in 
her early 20s. In “The Fall of a Titan”, a 
novel that Igor published in 1954, he de- 
scribes a woman called Anna, his pet 
name for Svetlana. 


A dress of dark silk enveloped her graceful 
figure. Her low-cut bodice emphasised her 
round shoulders and her high firm breasts. 
Her shapely arms were bare, and in her 
hands she held a gossamer scarf. Two heavy 
braids were wound around her head into a 
crown. 


In wartime Russia Svetlana had served 
briefly in the army as a sniper. She and Igor 
were married in 1942 and soon after were 
sent to Canada. Both were intoxicated by 
the liberty granted to individuals in the 
West, a risk the Soviet government always 
took when allowing its citizens abroad. It 
was when Igor learnt that their term in 
Canada was due to end that they decided 
to abscond. 

They never expressed regret about their 
decision and believed, correctly, they 
helped to protect western freedom. All the 
same, there were times when the couple 
pondered what their lives might have 
been had they stayed in the Soviet Union. 
Both were well thought of in Stalin’s state 
and could have had rewarding careers. 
Igor was a mathematician, a skill that had 
got him his first job in the Soviet secret ser- 
vice as a decoder. Svetlana had been 
promised she could train as an architect. 

She had a talent as a painter and a pot- 
ter, pursuits she said helped her to relax. 
She wrote a memoir, published in 1960, of 
her childhood in the Soviet Union. Those 
who knew Svetlana well said she was 
strong minded and grew increasingly con- 
fident, the binding force of the family. At 
least, she said, she always had something 
to do with eight children to bring up and, 
later, 16 grandchildren to pamper. The 
fatalistic couple lived to a reasonable age, 
Igor to 60, Svetlana to 77, a bit beyond their 
imagined destined day. = 





Courses 


London 
Business 


Developing Strategy 


for Value Creation 





Developing Strategy Organisations need to grow in order to stay ahead of the competition. Yet for many, the 
for Value Creation temptation to base future strategies on past successes is great and failure to look ahead 
will be held at in times of change is a sure way to slide backwards. 


London Business School 


on the following dates: | Developing Strategy for Value Creation will introduce you to a broad range of strategy 


tools and frameworks and provide you with the opportunity to explore their application 
17 - 22 February 2002 | in a wide variety of competitive situations. You will learn how your organisation is 
| influenced by both corporate and client strategy and how to identify the key capabilities 
| and skills your firm needs in order to deliver its strategic objectives. 





9 - 14 June 2002 














ai 
Designed for senior executives or general managers who want to gain experience using 
strategic tools and frameworks, you will use a hands-on web-based system throughout 
the programme to structure a strategic question relating to your business, and apply 
learning from the classroom to formulate an answer. 
Even the best business strategies have a limited shelf life. After this 
programme you will know not only how to capture value from existing 
processes and products but also how to create it. 
Formulate 
hp m| executive education 
m p emen For further information on this new programme, contact: 
Adam Norsworthy 
Regent's Park 
London NW1 4SA 
United Kingdom 
Tel: +44 (0)20 7706 6836 
Fax: +44 (0)20 7724 6051 
email: anorsworthy@london.edu 
www.london.edu/execed/strategy/ 
For further information about Developing Strategy for Value Creation, please contact Adam Norsworthy as above or complete the coupon and return 
to him by fax on + +44 (0)20 7724 6051 or by post to London Business School, Regent's Park, London NW1 4SA 
> Mr/Ms First Name Family Name 
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Templeton College | University of Oxford 





Senior Executive Programmes 


World Views | Individual Focus 


Ideas have always been Oxford’s currency. For 
generations, the University has inspired innovation 
through new ways of thinking, a different approach to the 
issues of the day. 


Templeton’s executive programmes are designed to open 
minds. The four-week Oxford Advanced Management 
Programme offers senior executives a breadth and focus 
unique among management development programmes. 
The Oxford Strategic Leadership Programme considers 
the nature of leadership and challenges you to examine 
how you lead. The Oxford Senior Executive Finance 
Programme focuses on the drivers of financial l 
performance and equips you with an understanding of Please send details of (tick box) 

the elements of your business which create value. | | The Oxford Advanced Management Programme 


|_| The Oxford Strategic Leadership Programme 





The programmes are fully residential and the College’s 

self-contained environment — Templeton is set in its own 
wooded parkland — offers an ideal location for learning Name 
and reflection away from distractions. 


|_| The Oxford Senior Executive Finance Programme 








Job Title © 








Company 





An innovative faculty, discussion with global thought 
leaders and some of the world’s most international and Address 
high calibre programme participants together generate 
cutting-edge ideas — and new understanding of the way 
business works. Elements such as poetry, jazz and 
conversation are used to provoke personal insights. You Tel_ is S N a 
will leave with an enhanced view of the global picture — Email 

and your own place in it. 








For further information, please visit www.templeton.ox.ac.uk/executive 


or return the completed coupon to: 


Dorothy Cooke, Templeton College, University of Oxford, Oxford Ox1 5Ny, England 
Tel +44 (0)1865 422734, Fax +44 (0)1865 422501, Email enquiries@templeton.oxford.ac.uk 
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Courses 


INSEAD 





Invest in your own and your 
company’s future value 


Revolutionise, restructure and reduce risk. These are just a few 
of the key issues facing today’s banking and finance executives. 








INSEAD will help you succeed in securing sustainable added 
value, increased profitability and competitive advantage. Our 
banking and finance programmes will encourage you to think 
about new approaches and ultimately test your theories and 
business judgement in an experimental environment, before you 
apply them cost-effectively in the real world. 


Finance for Executives 

21 - 30 Nov 2001 Fontainebleau 

5 - 15 March 2002 Fontainebleau 
15 - 22 May 2002 Singapore 

24 Sept - 4 Oct 2002 Fontainebleau 


Corporate Financial Strategy in Global Markets 
27 Nov - 7 Dec 2001 Fontainebleau 
23 April - 3 May 2002 Fontainebleau 
26 Nov - 6 Dec 2002 Fontainebleau 





Measuring and Implementing EVA® 
28 - 30 Nov 2001 Singapore 
27 - 29 Nov 2002 Singapore 


EVA® & Value Based Management 
7 - 12 April 2002 Fontainebleau 


Strategic Management in Banking 
3 - 15 March 2002 Fontainebleau 





For further information 


Risk Management in Banking 

Europe Campus: 31 May - 8 June 2002 Fontainebleau 

Email: mala.banerjee@insead.edu 

Call: 33 (0) 1 6072 4026 EVA® is a registered trademark of Stern Stewart & Company 





Asia Campus: ; - , 
; ailin.tan@ e Enrichment through Diversity 

pin ae las Europe Campus Asia Campus 

www.insead.edu/executives execed.europe@insead.edu execed.asia@insead.edu 





The Economist September 15th 2001 


76 Courses 


Because some CONTENTS 
just WON'T FIT on one CONTINENT. 


International MBA i 


Madrid 








London Santiago de Chile 

Would you like a global experience? The International MBA will open up a whole new world of opportunities to you. You will receive training which combines the 
best of all three worlds: the Spanish world, the Anglo-Saxon world and the Latin world. If you have just finished your degree, you speak English fluently and you 
want to improve your Spanish, you would like some professional experience and you want to get on in the world, the International MBA has just what you need. 


* Twelve months full time divided between our campuses 
+ 34 913 504 180 in Madrid, London and Santiago de Chile. 
www.iede.edu * Tuition in English and Spanish with international lecturers. 
Rosa Jardén,1 * Students from all over the world. A truly multinational experience. 


SOLVAY 
BUSINESS 


28016 Madrid. Spain 
SCHOOL 


Universitë Libre de Bruxelles 


Briels 


¢ Intensive one-year programme 
¢ International Faculty 


e Cosmopolitan 
Setting 

e Optional 
specialisation in 
European 
Management 


+ Hands-on 
curriculum 


¢ Programme in 
English 


Solvay Business School 
Université Libre de Bruxelles 
Av. F D Roosevelt, 2] - CP-145/1 
B 1050 Brussels, Belgium 

Tel: +32 2 650 41 83 
Fax: +32 2 650 41 99 
e-mail: mba@ulb.ac.be 




















www.solvaymba.edu 
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The new way in management education 


aM Amsterdam 
C Institute of Finance 


In cooperation with the faculty of 


INSEAD 


Investigates innovative methods of valuing organizations 
and analyses investment opportunities in Europe's 
transition economies, in the upcoming courses: 


Real Options 
(October 18 - 20) 


Valuing Commercial Banks 
(October 22 - 23) 


Banking and Financial Markets 


in Eastern Europe 
(November 14 - 17) 


For information, please visit our Web site, or contact us directly 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-520016! 


e-mail: info@aif.nl - internet: www.aif.nl 
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MSc ın Financial 
Management 


by Distance Learning 


No matter where you are in the world, the Centre 
for Financial and Management Studies 
(CeFiMS) based at SOAS in the University of 
London, offers internationally renowned Masters 
Degrees and Diploma programmes in Financial 
Management by Distance Learning. 


Other programmes include an MSc in Financial 
Economics and a Postgraduate Diploma in 
Economic Principles. 


CeFiMS 


Programmes start January 2002. 


www.cefims.ac.uk 
for further details. 


CeFiMS, SOAS, University of London, 


London WC1H OXG, UK. Tel: +44 (0) 20 7691 
1700. SOAS 


Fax: +44 (0) 20 7637 7075, University of London 
email: enquiries@cefims.ac.uk 





«UNIVERSITY OF LONDON 


LL.M./Masters 


in INTERNATIONAL & 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


ONLINE delivery - Study anytime, anywhere. 
Prestigious Masters in International Taxation (M.1.T) for non-lawyers. 
E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme, 


Course Modules include: 
* Principles of International Taxation + Tax Treaties 
* Offshore Financial Centres « Anti-avoidance 
* Trusts and other entities + Transfer Pricing 
* International Tax Planning + E-Commerce Taxation 


* Global Estate Planning & Asset Protection 





a St. Thomas University 
School of Law « miami, Florida 


For more information please contact 

HONG KONG U.K. U.S.A. 

Michael Foggo Simon Denton William Byrnes 

Tet: +882 2542 1177 Tel: +44 (0)20 7479 7070 Tel: +1 (305) 474 2460 

Fax: +852 2545 0550 Fax: +44 (0)20 7439 4436 Fax: +1 (305) 474 2469 
hk@SovereignGroup.com uk@SovereignGroup.com whymes@SovereignGroup.com 
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THE WORLD 
IN YOUR CLASS 


Committed to being an international center of excellence for 
management education, Rotterdam School of Management is 
the Graduate School of Business at Erasmus Universiteit 
Rotterdam in The Netherlands. 





INTERNATIONAL MBA PROGRAMS 





The Rotterdam School of Management's Full-time MBA 
(General Management) and MBA/MBI (plus Information 
Technology) bring together participants from 50 countries 
for an intensive 15-month “hands-on” approach to 
management, taught entirely in English. Work experience 
is required. 


For working professionals with at least four years 

of experience, RSM offers 2-year Part-time International 
MBA and MBA/MBI Programs. Courses are usually held 
on Friday evenings and Saturdays every other week. 

The curriculum includes study trips abroad. 


EXECUTIVE PROGRAMS 


The Rotterdam School of Management also offers Open- 
enrollment Executive Courses, tailor-made 
In-Company Programs and Consortium Programs. 


CONTACT US 


Burg. Oudlaan 50, 3062 PA Rotterdam 


The Netherlands 
| 
RSMé~ 


+31-10-408 2222 
Fax: +31-10-452 9509 
Rotterdam School of Management 
Erasmus Graduate Schoo! of Business 


ROTTERDAM SCHOOL OF MANAGEMENT 












E-mail: rsm@rsm.nl 
Internet: www.rsm.nl 






LEADERSHIP FOR 
THE 2Zist CENTURY 


November 26-December 1, 2001 


Our Leadership for the 2Ist Century 
executive program utilizes a combination 
of classroom techniques, large and small 
group exercises, and personal reflection 
to help participants discover new ways 
to tackle tough leadership challenges. 
We are seeking senior executives in 
government, business and nonprofit 
organizations who wish to improve 
their leadership capacity. 


For more information about 

this course, please contact: 
Enrollment Services 

Phone: (617)496-0484, ext. 220 
Fax: (617) 495-3090 

E-mail: KSG_ExecEd@Harvard.edu 
Internet: http://www.execprog.org 


HARVARD UNIVERSITY 


John F. Kennedy School of Government 
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Sy centres : 
Spain, ireland .. 


CERAN courses : 
Dutch - English - -French - German - - Japanese - Spanish - ... 





For further information and international reservations : 

In USA: Tel.: 1 (413) 584-0334 International: Tel. : +32 (0) 87 79 11 22 
Fax: 1 (413) 584-3046 Fax : +32 (0) 87 79 1188 

E-mail : Customer@ceran.be 


http://www.ceran.com 


GENEVA 2001 


During the past two decades, the FAME-ICMB Executive 
Courses in Finance have become the benchmark for 
executive training in asset allocation, risk management, 
forecasting and quantitative analysis. 


The emphasis on practical applications and our 
renowned international faculty ensure that participants 
build skills that are directly applicable to their daily work 
environment. 


Russ Wermers September 24 — 28 
PERFORMANCE EVALUATION AND ATTRIBUTION 


René Stulz October 1-5 


INTEGRATED RISK MANAGEMENT 


Salih Neftci October 8 — 12 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


David Cox October 29 — November 2 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


Th. Schneeweis and G. Beliossi November 5-9 


ALTERNATIVE INVESTMENTS 


INTERNATIONAL CENTER FOR 
FINANCIAL ASSET MANAGEMENT AND ENGINEERING 


To register and obtain our detailed brochure, 
please contact: 

Fabienne Scagliola or Béatrice Candolfi 
FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel: +41-22/731 95 55, Fax: +41-22/731 95 75 
E-mail: geneva-courses@fame.ch 
www.fame.ch 








NTERNATI 
Tresidentla 


LINGUA 


ONAL 
| language courses 








Y More than 66 hours of complete immersion per week 


N 8 to 9 study periods per day complemented 
by a variety of sociocultural activities 


v Highly qualified instructors all teaching 
in their mother tongue 


Y Courses for all levels starting every week 


v Private programmes and/or personalised 
group programmes (4 students maximum) 


Study Hotel & Tourism Management 
in London where you can experience 
all the major chain hotels, gain an 
international qualification and also London Hotel School 
improve your English. Courses start every month. Complete one 
year theory and one year's salaried internship in a London Hotel. 


f ae 


Call us for a brocure 44 20 7665 0000 
e-mail: registrar@ londonhotelschool.com 
Website: www.londonhotelschool.com 


London Hotel School 
Springvale Terrace 
London W14 OAE 


THE OFFICIAL MBA FAIRS 


All top MBA Schools visiting 27 cities in 20 countries 


‘Me topmba.com 


for venues and registration 


TOUR 


al 
Cs 
| South America | Europe | US & Asia Pacific | 


Meet representatives from 200+ leading schools 


inc. | Wharton | INSEAD | Harvard | Chicago | LBS |Colombia | Tuck | 


For more information email - mbatour@topeareers.net - tell a friend! 


MIT 


Massachusetts Institute of Technology 
MIT Development Workshops: Planning, Resources and Communications in Developing Countries 


-M S 
June 10 - 14, 2002 


On campus at MIT Cambridge. Massachusetts, USA 
* Municipal Water and Sanitation Pricing and Tariff Design in Developing Countries 
Held in collaboration with the World Bank, World Bank Institute, and the Water & Sanitation Program 
(June 10-14, 2002) 
* Upgrading Urban Slums in Developing Countries 
Held in collaboration with the Cities Alliance, initiated by the World Bank and UN-Habitat 
(June 10-14, 2002) 
* Small Firms, Local Economic Development, and Regional Planning 
(June 10-14, 2002) 
Inquire and apply on line at http://web.mit.edu/spurs/www/ 
Early applications are encouraged due to space limitation. Final deadline is March 15, 2002. 


eee 


WORLD BANK INSTITUT 3 
spe a Forming © 


Contact: Fernando Quezada, email: quezada@ mit.edu or Nimfa de Leon, phone: (617) 253-5915 


MIT Development Workshops, Department of Urban Studies and Planning, SPURS 
MIT, Room 10-400, 77 Massachusetts Avenue, Cambridge, MA 02139, USA 
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TUFTS UNIVERSITY 


LEARN GLOBALLY. 


STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


Are you an experienced interna- 
tional affairs professional who 
wants to further your education 
without taking a year off? If so, 
consider the GMAP offered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year master’s 
program in international relations 
combines three (3) two-week resi- 
dency sessions with 33 weeks of 
computer-mediated instruction, 


As a GMAP student, you perform 
your professional duties while 
pursuing your education. You work 
closely with our highly respected 
faculty and receive a top quality 
Fletcher education, Plus, you become 
part of our active and influential 
international community. Classes 
begin July 2002. Contact us today 
to learn more about this challeng- 
ing program, 


THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Complex Emergencies © International Finance 
International Business & Economic Law ¢ Leadership & Management 

International Negotiation © International Technology Policy 
International Trade Economics & Investment 
Transnational Social Issues 


TEL: 617-627-2429 WEB: www.fletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 


A world of 


opportunity. 


Chicago GSB Executive M.B.A. Program | Europe 


INTERNATIONAL 
WEALTH MANAGEMENT 
EXECUTIVE MBA 


A dual degree Executive MBA program by 
renowned US and Swiss universities. 
Geared specifically to senior private bankers and 


executives from the wealth management industry. 
15 weeks spread job-concurrently over two years, 


held in Switzerland and in the USA. 
Taught exclusively in English by an inter- 
nationally renowned faculty. 


| A joint Program by: 
_ USA: Carnegie Mellon University 


_CH: Swiss Banking School 


University of Geneva $ 
University of Lausanne \ p 02s 
University of St. Gallen 
University of Zurich 


For further information please contact: 


~ Swiss Banking School 


Hottingerstrasse 20, CH-8032 Zurich 
| Phone +41 (1) 254 30 80, Fax +41 (1) 254 30 85 
IWEMBAGS wissBankingSchool.ch, www.|WEMBA.ch 


CHICAGO = GSB 


The University of Chicago Graduate School of Business | Europe 





Worldwide campuses. World-renowned faculty. 
World-class M.B.A. degree. 


Limitless, lifelong opportunity awaits you when you attend the University of Chicago Graduate 


School of Business, and now you can do so from anywhere in the world while you work. 


The Chicago CSB Executive M.B.A. Program Europe spreads 16 weeks of clags sessions 
over 20 months so you can earn this renowned degree without leaving your job or relocating. 


Base your studies in Barcelona; then participate in high-level exchange with executives at 


our Chicago and Singapore campuses. Learn how to think, not what to think, from the most 


acclaimed faculty in the world. And establish a global network of accomplished peers. 


If you are a top-level manager seeking an unparalleled general management education, 


apply to the Chicago GSB Executive M.B.A. Program Europe. 


http://gsb.uchicago.edu/execM BAeurope 


email barcelona.inquiries@gsb.uchicago.edu 


telephone +34 93 505 2154 


And be among those who shape the future. 


The University of Chicago Graduate School of Business 


Where world-class leaders emerge. 
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Recognized as one of tthe world’s most flexible 
Distance Learning MBA/Master's or DBA/Ph.D, 
ovens No bachelors degree required for the 

(or Master's for DBA) if you have significant work 
experience. No time limits, minimum or maximum, MBA 
usually takes one year, DBA two. Transfer students 


welcome, You will not have to study material you 
already know or do not need. No exams, instead you 
write papers. Learn from successful business 
leaders/authors (many are millionaires). i 
members wanted. Rushmore University,1 2- 
7622, ec@rushmore.edu, www.distancemba.com 


Readers are recommended 


to make appropriate enguiries and take appropriate 
advice before sending money, incurring any expense or 
enicring info a binding commitment in relation to an 
advertisement, The Economist Newspaper Limited 
shall not be liable to any person for loss or damage 
incurred or suffered as a result of his/her accepting or 
offering to accept an invitation contained in any 
advertisement in the Economist 





The University of Durham MBA comes in three AMBA accredited 
study options — Full-time, Part-time or Distance Learning. 
Find us @ www.dur.ac.uk/udbs or call +44 191 487 1422. 















FAIRFAX UNIVERSITY 


Home Study Degree Program 


Established in 1986, Fairfax University 
in the USA offers mid-career/senior 
professionals accelerated, fast track, 






oh University of Durham 
\# BUSINESS SCHOOL 


-s Sareea Sa means || | Zurapean Schoo! of Econon 


Master's and Doctoral degree levels in 
many subject areas. International 
faculty. Credit for prior learning/ 
experience/published works. Assess- 
ment based on projects/ 
assignments, No residency 
requirements. Year-round admissions. 


For detalls: Email: info@fairfaxu.edu 
Tel: 225.295.5655 
Fax:225.298.1219 

Web site: www.fairfaxu.edu 


BERLIN SUMMER SCHOOL ON 
PRIVATE PARTICIPATION IN INFRASTRUCTURE (PPI) 
i Berlin University of Technology, October 14-21, 2001 
www. wip. tu-berlin.de/berlin-summer-school 


The objective of the Berlin Summer School is to diffuse experience on modern 
infrastructure management, regulation, and finance. It addresses high-ranking decision 
makers in government, regulatory agencies and industry, and staff from development 
cooperation agencies. The faculty includes financial and development institutions. (World 
Bank Institute, DG-Bank, German Technical Cooperation (GTZ), KfW), leading universities 
and industry representatives (e.g. Vivendi Water, Hochtief, Bilfinger+Berger). The sector 
focus is transport and water. Details: tel: +49-30-314-79784, e-mail: berlin-summer- 
school @ wip.tu-berlin.de 
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HUMBOLDT-UNIVERSITAT 
ZU BERLIN 


UNIVERSITY DEGREE 


For Life, Work and Academic Experience 
Degrees for peop who want to be more effective 
and secure in their Jobs or Professions. 
Earn your BACHELOR’S, MASTER'S or DOCTORATE degree by utilizing your r 
life and work experience. University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken, 
Not Accredited by an agency recognized by the U.S. Secretary of Education. 
Our graduates are recognized for their achievements in business and industry. . 
We will assist you in completing your degree requirements at your own pace 
through home study. 


Since 1976 Send/fax detailed resume for a BR (OMG thy mals VEU Vales 


24,000 Pacific Western University 
Alumni 1210 Auahi Street, Dept. 137, Honolulu, HI 96814-4922, (808) 597-1909 


Worldwide USA CALL: (800) 423-3244, ext. O UK: 0800-960-413, ext. 0 
Fax: (310) 446-5288 e-mail: admissions@pwu-hi.edu http://www.pwu-hi.eduu 


GFA FUNDING 


FOR 
MBA/MSc/P¢.Dip Business Management 
in the Agricultural and Food Industries 
MSc/Pg. Dip Sustainable Agricultural Systems 
MSc/Pg.Dip Natural Resource Management 


ENROLLING 
for September 


= BA(Hons) Int. Business 


a Certificate Programmes (3 months) 


www.eselondon.ac.uk / 
info@eselondon.ac.uk 
t. Launin -= SW 
K +420 734 



























For further 
details contact 
\d missions Funding support is available for postgraduate study on 
lel: 01285 certain Masters degrees, together with training in 
Boa consultancy, by the new international Venture Company 


The School of Business and Economics at the Humboldt-Universitat zu Berlin 
(Germany) has two openings at the level of 


Research Associates for up to five years: 

These 2/3 positions are at the Institute for Konzernmanagement (corporate 
financial management). The School of Business and Economics was founded 
again after German unification in 1992. The Institute was founded from private 
donations in April 2000. Research and teaching are in the area of theoretical 
and empirical corporate finance, corporate governance and corporate control. 


Obligations: 

The successful candidate will have the opportunity to complete a PHD at the 
School of Business and Economics Research Associates will support the 
teaching and research at the institute, follow a number of PhD level courses, 
and complete a dissertation. Compensation will be at the rate of approximately 
€23,500 (dependant on circumstances, fixed according to the German civil 
service pay scale at two thirds of Vgr lla, BAT-O). 


of GFA in Hamburg and the Royal Agricultural College 
www.royagcol in the UK 
acuk 


Annual Professional Training 
Programme in: 


IMPACT ASSESSMENT FOR 
SUSTAINABLE DEVELOPMENT 


Strategic Environmental, Economic 


Education and Knowledge: 

We are looking for applicants with a completed Masters Degree in either 
economics, statistics, or business administration with a strong emphasis on 
quantitative skills. We also expect good computer skills and knowledge of at 
least two of the following areas: finance, microeconomics or statistics. 


For Further Detads 
contact 


Professor 
Colin Kirkpatrick 


Programme Director and Social Appraisal of 
For more information please consult www.wiwi.hu-berlin.de/konzern or call 
ingolf Dittmann (Tel. +49 30-2093-5645, dittmann@wiwi.hu-berlin.de) or 
Ernst Maug (Tel. +49 30-2093-5642, maug @wiwi.hu-berlin.de). 


on 


Development Policy 


Tel 
+44 (0) 161 275 2807 


Fax 22 October - 16 November 2001 
Promoting quality teaching and research 


Please send your application within four weeks with reference number 
AN/154101 to: 

Humboldt-Universitat zu Berlin, Prof. Dr Maug, Wirtschaftswissenschaftliche 
Fakultat, Institute for Konzernmanagement, Spandauer Str. 1, D-10178 Berlin. 
ift possible, please send an electronic version of your application to 


E-mail: idpm@@man.ac.uk 
maug @wiwi.hu-berlin.de. 


Web: www.man.ac.uk/idpm 
IDPM Crawtord House. Precinct Centre. Oxford Road, 
Manchester M13 9GH. UK 


Humbold Universitat is an equal opportunities employer and encourages 
applications from qualified women and applicants with disabilities. 
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National University of Ireland, Galway 
Ollscoil na hEireann, Gaillimh 


Applications are invited for the post of: 


Appointments 


Endowed Professorship of Electronic 
Business Strategy and Applications 


The University has secured major funding from a private donor to assist with 
the establishment of a Centre and Research Chair in Electronic Business 
Strategy and Applications, It is anticipated that this appointment will attract 
further private funding once the Centre is operational. 

Because of the unique duties and responsibilities of this Professorship, and in 
recognition of the particular expertise required for the position, the 
appointment will be a S-year contract appointment, allowing a departure 
from normal levels of remuneration. 

The Professor will lead a team of interdisciplinary researchers drawn from the 
Faculties of Commerce, Engineering and Science and linked to other 
institutions. The researchers in this Centre will work primarily at doctoral 
and post-doctoral level. The Centre will form a core element in Ireland's 
contribution to advances in IT and electronic business. 


Candidate Profile: 


The person appointed will already have a high profile, established research 
record, and be capable of attracting private and public research funding and 
building an outstanding multidisciplinary research team. Relevant research 
interests are likely to include one or more of the following: Electronic 
Commerce, Information Management, e-Business Strategy, Management & 
Work Organisation Issues, Enterprise Systems, Component Technologies, 
Middle-ware, Modelling and Socio-Economic Impacts. 


Background to the Appointment: 


As the world’s largest exporter of computer software, home to most of the 
significant corporate world leaders in ICT and Europe's fastest growing and 
most vibrant business environment, Ireland now enjoys many advantages as a 
centre for leading edge research activity in ICT and business. Between now 
and 2006 abour £2 billion will be allocated for research and development in 
the Government's National Plan, with £560m already committed by Science 
Foundation Ireland to spearhead research on the ICT and biotechnology 
sectors. 
Galway has been an important centre of ICT industries for over 20 years and 
is now being promoted as a pivotal development centre for the future. 
National University of Ireland, Galway has an established reputation for 
research excellence in fields such as Biomedical Engineering Science, 
Environmental and Marine Sciences and Celtic Studies, In the last 3 years 
alone it has secured research funding of over £26m in internationally assessed 
competition in these areas, The University is already a significant player in 
ICT, offering a broad range of under-graduate, taught post-graduate and 
research degrees in IT, eBusiness and related disciplines, It attracts research 
funding from national and international agencies as well as many of the multi- 
national ITC corporations, and has established collaborarions throughout 
Europe, North America, China and Russia. 
For further information see the University website: 
hetp:/ /www.nuigalway.ie / 
Further information on the post is available from the Personnel Office, NUI, 
Galway. 
Candidates should submit seven copies of their Curriculum Vitae with the 
names and addresses of at least three and not more than five referees to: 
The Personnel Office, National University of Ireland, Galway. 
Tel: +353-91-512069; Fax: +353-91-750523; 
Email: personnel @yis.nuigalway.ie 
Website: bttp: / /www.nuigalway,ie /news / 
The National University of 
Ireland, Galway is an equal 
opportunities employer. 


Closing date for receipt of 
applications for the above post is 
Friday, 19th October 2001. 
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DFID SUPPORT TO SEXUAL AND 
REPRODUCTIVE HEALTH 
PROGRAMME, (SRHP) MALAWI 


Malawi has one of the world’s highest rates of HIV prevalence with 16% of 
the toral population aged 15-49 years infected. The Malawi Government 
(MG) has given priority to improving quality of, and access to, 
reproductive health services including HIV/AIDS/ST1 prevention and 
treatment services, family planning services and safe delivery services. 
DFID is helping the MG and other partners to implement a SRHP over 
the next five years, primarily through provision of STI commodities, drugs 
and technical assistance (TA) using a “programme” approach with all 
stakeholders working to a common framework, co-ordinated by the 
Reproductive Health Unit (RHU) of the Ministry of Health and 
Population (MOHP). 

DFID is the UK government's department responsible for promoting 
development and the reduction of poverty. LATH is a subsidiary company 
of the Liverpool School of Tropical Medicine and has been contracted 
by DFID to manage provision of its TA to the SRHP. Following a 1-year 
inception phase, the MG has requested DFID to provide 3 posts to help 
it implement the SRHP. These posts are available from Oct/Nov 2001 and 
are for two years in the first instance, based within the MOHP in Lilongwe. 


SRHP DEVELOPMENT OFFICER 


The MoHP has embarked on a significant change process towards a Sector 
Wide Approach (SWAp) to health and the implementation of an essential 
health package, all in the context of a MG decentralization policy. 

Ir is recognized that this change process will need to be supported by 
commitment of all stakeholders and will require the specific support of TA 
experienced in such a process. The SRH Programme Development Officer 
will support the RHU in managing the change process and its own 
organizational development. You will help the Head of the RHU and the 
Programme Management Group to effectively manage the implementation 
of the SRHP. 


SEXUAL HEALTH TECHNICAL OFFICER 


The SRHP works in close collaboration with the National AIDS 
Commission (NAC) and supports its HIV/ST1 surveillance activities. 
While there is expertise in both the RHU and the NAC in relation to 
HIV/AIDS/STIs it is acknowledged that its capacity will need to be 
augmented in the short to medium term if a substantial response is to be 
made to address the national impact of HIV/STIs. The SHTO will support 
the National STI Officer in coordinating the implementation of STI 
services nationwide in accordance with national standards and guidelines 
and the essential health package. You will promote the better integration 

of SRH services with particular attention to youth and the diversification of 
service delivery mechanisms 


BEHAVIOURAL CHANGE TECHNICAL 
OFFICER 


The MOHP recognises thar traditional models of health promotion 

have had limited success in relation to behavioural change because they have 
not taken the context of the behaviour into consideration, It has adopted 

a behavioural change interventions (BCI) approach to health promotion 

for HIV/AIDS/STIs. The NAC has established it own a BCI Unit; the 

RHU has one officer in the Health Education Unit (HEU) dedicated to 
SRH. The BCTO will help to build the capacity of the HEU to effectively 
support the RHU and other MoHP units in BCI and to position the HEU 
to be an effective partner to the BCI Unit of the NAC in the implementation 
of the national strategy. 

You should have: a relevant post-graduate qualification; international 
experience; good interpersonal and team working skills; competence in 
managing own work and achieving results; experience of working in a fast 
changing environment, particularly in relation to health sector reforms and 
sector wide approach; experience in reproductive and sexual health and 
a commitment to gender equality and improving the standards of health 
service delivery, especially to the poor and under-served. 

Further information can be obtained from our web site: 
www.lath.com or from The Personnel Officer, Liverpool School 
of Tropical Medicine, Pembroke Place, Liverpool L3 SQA. 

Tel: 0151 708 9393. If interested, please forward your c.v. covering 
letter and names of 3 referees to the Personnel Officer specifying 
which post you are interested in. You may e-mail your application 
to lath2@liv.ac.uk. A competitive package will be offered based on 
skills and experience. 

Closing date: 4 October 2001; 
interviews anticipated for 18-19 October 
in Liverpool. 


fa enee 


Liverpool Associates in Tropical Health Lid. 
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MANAGEMENT SCHOOL 





Reims Management School, a leading Management School in Europe 
holding EQUIS accreditation 
welcomes applications for 


the AUCHAN Chair in Retail Marketing. 


The Auchan Chair will possess the following : an established international 
reputation in the world of Retail Marketing, hold a doctorate or PhD, evidence 
of a distinguished research in the field of Retail Marketing and be a fluent 
speaker of English. 


All candidates must hold valid EU working papers. If you are a recongnised 
outstanding scholar and teacher and would like to join a dynamic, forward 
looking marketing department, send curriculum vitae and letter of application 
to Denis Lapert. 


welcomes applications for 
professor in Information Technologies. 


Preferred candidates must hold a doctorate or PhD.We are seeking to appoint 
a specialist in one of the following areas : 

Management applications of information systems and networks Or 
Information communication technologies of the future. 

We are seeking to appoint a scholar who can work autonomously and has the 
ability to create attractive programmes of learning. Candidates with experience 
of higher education preferred. As a professor at the school, you must be able to 
conduct research destined for publications and conferences, All candidates 
must hold valid EU working papers, 


Send CV and letter of application to : 

Denis Lapert — Directeur Académique — Reims Management School 
Reims Management School — 59 rue Pierre Taittinger — BP 302 — 51061 
REIMS cedex - FRANCE 
OR: denis.lapert @ reims-ms.fr 













Sector Development. 


















shortlisted candidates will be notified. 






Delegation of the European Commission 
in India and Nepal 


Development Specialists 


The Delegation of the European Commission in New Delhi is responsible for managing a very 
substantial development cooperation programme with India, Nepal and Bhutan, presently valued 
well in excess of €1 billion. As a result of a decentralisation of functions from Brussels headquarters 
a number of vacancies have arisen for experienced and highly motivated development specialists 
to join its sectoral teams in the following fields : 
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Air Transport Consultants 


Has the spark gone out of energy work? The telcos not calling any more? Water work 
dried up? Railways going nowhere? Too many late-night pizzas and taxis home? 


How about air transport? 


It's still growing at twice GDP, airlines are still fighting for profitability, few airports 
have been privatised, and restructuring has barely begun in air traffic control 
organisations, The sector offers interesting and stimulating work, combining 
commercial and policy issues and regulatory and competition economics, within an 
analytical framework. 


Still reading? SH&E is one of the leading, if not the leading, niche consultancy 
serving the air transport industry world-wide. We offer a range of services ranging 
from hands-on operational, technical and safety assistance to leading edge policy 
advice, Our London office, centre of European operations, is founded on an analytical 
practice, majoring on market and financial analysis. As a result of ever-increase 
requests for our services, we are now seeking to add to our staff, 
First and foremost, we are looking for intelligence, which can demonstrate itself in 
logical and numerical analysis and in the production of a high quality written product. 
Ideally, we are looking for individuals five to ten years into their professional career, 
but are open to less or more experience. A good quantitative/semi-quantitative degree 
from one of the top universities will be expected, and a European language would be 
an advantage. 
Positions are based in central London, but with international travel, At this level of 
seniority, this can be frequent though normally for short durations (typically a few 
days), with most weekends at home. The work is compatible with family life — our 
preference is for working smart rather than working hard, but sometimes we have to 
do the latter as well. 
If you are interested in working for us please send your application to: 
Ms. Siân Slee 
SH&E Ltd 
210 High Holborn 
London WCILV 7BW 
Or e.mail us on: london @sh-e.com 








Education, Health, Natural Resources, Rural Development, Environment, Economic and Private 


The posts, based at the Delegation’s offices in New Delhi and Kathmandu, will be available on 
fixed term contracts, initially for one year. Candidates, who must be European Union nationals with 
domicile address within the EU, should be graduates with at least seven years’ relevant experience 
years for Grade II positions, 


preferably in Asia. 





Visit the Delegation’s website at www.eudelindia.org. Candidates are requested to indicate clearly 
their preferred specialisation. Closing date for receipt of applications - 8 October, 2001. Only 
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we Business Development Consultant 






















Our client, one of Canada's largest and leading regions, wishes to 
enhance their efforts to attract business investment by expanding 
its Europe-based representation. 


Director, Oil Market Analysis 


The Petroleum Finance Company (PFC), strategic advisors in global energy, 
seeks a Director to lead its Oil Market Analysis practice in Washington DC. 
Heading a team of market analysts, the Director will manage the crude oil 
and refined products forecasting practice in the Markets and Countries 
Group. The director will also work with the other group managers to shape 
PFC’s global petroleum sector risk analysis studies. As such, the director will 
be expected to formulate rigorous, in-depth and innovative views on the 
future direction of oil and product markets in the short, medium, and long 
term and articulate these views to PFC’s international clients. The director will 
also be involved in new business development and broadening our client 
base. 


They have an exceptionally attractive business case to present for 
such initiatives. The focus will be on European companies/enter- 
prises in the ICT (information and communications technologies- 
telecommunications, e-business, microelectronics, computer, new 
media and other information technology businesses) sector that 
are looking to expand their North American capabilities. 


With substantial head office support, this independently contrac- 
ted consultant will primarily focus on conducting corporate sales 
calls, managing relationships with various clients and participating 
in the development and execution of business plan initiatives. 
There will also be involvement in a variety of other innovative 
sales/promotion/marketing strategies and efforts. 


The successful candidate will have a minimum of eight year's experience as 
an oil or natural gas market analyst, as well as a graduate degree in a relat- 
ed field, preferably with a second degree in economics, international rela- 
tions, geology, petroleum engineering or business. In addition, the success- 
ful candidate will have: 

e A proven track record of detailed, forward-looking, and creative 
analysis of oil markets and the energy industry more broadly. 
Excellent quantitative skills. 

Excellent written and verbal communication skills. 
Previous management experience. 


Preferred consultants will clearly demonstrate applicable experi- 
ence, superior sales, business and interpersonal skills and 
knowledge of the ICT sector. 





lo confidentially explore this opportunity, please contact: PFC offers competitive salary, benefits package, and incentive compensation. 


Robert B. Channing Consulting 


1099 Rebecca Street, Oakville, Ontario, Canada L6L 1Y6 
Tel: 905 338-9981 Fax: 905 338-9982 Email: rbcc@globalserve.net 


IZN 


ENGLISH 


Please send your resume or C.V. in confidence to: rdiwan@pfcener m or 


by Fax to: 202-872-1219 
Please reference: Director Market Analysis 





Senior Policy Advisers (Two posts) 


NATURE 


English Nature is the 
Government body which 
promotes the 
conservation of wildlife 
and natural features of 
England, employing over 
800 people throughout 
the country. For more 
information visit our 
website at 
www.english-nature.org.uk 


Wwarded for cacetlenc 


INVESTOR IN PEOPLI 


co-located between Peterborough and London 


English Nature attaches considerable importance to policy development and implementation in order to achieve our stated 
outcomes for nature conservation, bio-diversity and environmental sustainability. To achieve this, we need to be highly visible 
and influential as a national policy player at the highest level in Government and elsewhere. 


These are new posts. You will play a leading role in developing and advocating policy reforms across the range of key sectors 
which impact on nature conservation. 


High priority targets include the Policy Innovation Unit, Number 10, Cabinet Office, government special advisers, think tanks, 
and various teams within HMT, the Foresight, as well as cross departmental policy development, for example with DEFRA, 
DTLR, DTL and HMT. 


You will require a good knowledge of relevant policy fields and expertise in policy development and advocacy at the strategic level. 
You will be an innovative thinker who is politically shrewd and an excellent communicator. 

Qualifications and experience: A university or postgraduate qualification with significant experience in Whitehall or in a 
policy advocate role at senior level. 


Starting salary will be in the range £28,560 to £31,587, depending on qualifications and experience. We also offer a non 
contributory pension scheme, 25 days annual leave plus 12'/: public and privilege days per year. 

For further details and an application form, please contact: Janet Johnson, English Nature, Northminster House, 
Peterborough PEI 1UA. Tel: 01733 455426, or apply online at the above website address. 


Closing date: 5th October 2001. 
Interviews will be held in Peterborough on 5th and 6th November 2001. 


English Nature is an equal opportunities employer, committed to building a diverse workforce and welcomes applications from all 
members of society regardless of age, gender, disability, ethnic origin or sexual orientation. 


We have a no smoking policy in our offices. 


working today 
for nature tomorrow 
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JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 







Fax: Email: 
USA/Canada +1 202 4781698 cpamerica@careerpath.co.uk 
Europe +44 20 75048280 cpeurope@careerpath.co.uk 









Asia / M. East / Aus +66 2 2674688 


| JNC PS @ | United Nations Office for Project Services 


Hedin ngot- ot 405 Lexington Avenue, 4th Floor 
NORTHERN IRAQ URBAN WATER AND SANITATION 
PROGRAMME 
(UNOPS Project No: IRQ/01/R72/A/VQ/31) 


cpasia@bkk.loxinfo.co.th 












The United Nations Office for Project Services (UNOPS) is 
requesting application from inidividuals with expertise in the design, 
installation, operation, maintenance and institutional development 
relating to water supply and sanitation systems in urban areas. UNOPS 
will require the services of such expert for both longer-term and short 
term assignments in Northern Iraq. 










Please send your CV, no later than 30 September 2001 to: 










Mr Richard Bonilla 
UNOPS, Division for WAASE 
4th Floor, Chrysler Building, 405 Lexington Avenue 
New York, N.Y. USA 10174 
Fax: (212) 457-4045 
Email: rameshPV @unops.org 








Website: Www.unops.org 











INVITATION FOR BIDS FOR A 
BASELINE SURVEY FOR THE CRIMINAL JUSTICE SYSTEM 







The Government of Uganda, with the assistance of several development partners, has embarked 
on the development of a Justice, Law and Order Sector Strategic Investment Plan. The purpose of 
the partnership is to develop a Sector-wide, sustainable and affordable medium-term (3-5 year) 
plan, This process is bringing together all the institutions in the Sector (including the Police, 
Judicial Service Commission, Ministry of Local Government (Local Councils), Ministry of Justice 
and Constitutional Affairs, Ministry of Gender, Labor and Social Development (Juvenile Justice), 
Government Chemist, Judiciary, Directorate of Public Prosecutions and the Prisons) to undertake, 
inter alia, a cost effective and realistic reform programme in both Commercial and Criminal 
Justice aimed at enabling all people in Uganda to live in a safe and just society. 











The J/LOS Sector has identified as a high priority action the establishment of performance 
indicators for monitoring and evaluation. Accordingly, the Justice, Law and Order Sector, through 
the lead Ministry of Justice and Constitutional Affairs now wishes to engage a consultant to; 








J Develop a Crime Statistics Database including 






y Analysis of results with projected increase/decrease where relevant. 






J Establish efficiency and effectiveness baseline data including comparative 
analysis of: Service Delivery Levels 







¢ Per Capita Human Resource Allocation 
¢ Per Capita expenditure vs. crime rate 






Q Establish access to, and quality of justice including 






¢ Access to Legal Services 

¢ Access to J/LOS institutions 

¢ % Adherence to Human rights standards and other legislation 
¢ Rate of sentencing for specific crimes 


Interested consultants may obtain bid documents from the Secretary, Justice, Law and 
Order Sector Secretariat, 4th Floor, Ministry of Justice & Constitutional Affairs, Plot 1 
Parliament Avenue. Tel: - 256 041 251795/233558 Email: - swap @infocom.co.ug for a non- 
refundable fee as follows: International consultants USD $75, Local and Regional 
Consultants UG. Shs 75,000/= 













MACRO 


Project leader experienced in EU system of labour market indicators 
and in managing EU-applicant country projects wanted for 12 month 
project in Slovenia. Good economics/statistics and information 
technology required. ORC Macro International Social Research, 
Angel Corner House, 1 Islington High Street, London N1 9AH, UK. 
Fax +44 (0) 20 7675 1906 Email: isr@orc.co.uk www.orc.co.uk 






à 










** WORK IN USA ** 
195,000 Employment VISAS Available! 


[T_PAOFESSIONALS, ENGINEERS, ASCHITECTS, 
ACCOUNTANTS, PHYSICIANS, TEACHERS, ETC. 
TOP Positions, Salaries & Benefits 


Visit us Online for Job Opportunities! 
Affiliates (Recruiters) Needed!! 


ClientKnowledge 
research analytics training 








ClientKnowledge is a fast growing 
wholesale financial markets research, 
training and consulting firm, Our clients are 
the largest banks around the world 







www.GreenCardSpecialists.com 
z i Our extensive market research programmes 


plus the ability to address the “so what?” 
factor enable us to be thought leaders. We 
require increased depth in our organisation 
to sell our services. You will close business 
and imaginatively solve our customer's 
needs by consulting on our leading edge 
market research, 


The position demands mental acuity, an 
entreprencurial spirit and a proven track 
record. 












Expert Non-Ferrous Trader for M'East. 


Considerable experience in Non-ferrous 
trade in M’East, Degree in Economics, 
thorough knowledge of Iranian mines, 
market, commercial custom & practice, 
fluent in Farsi, English, computing and 
Arabic. Job involves visiting Iranian mincs. 









Please write with CVs to: 
20" Floor, Wembley Point, 1 Harrow Road, 
Middlesex HAY 6DE. 


Learn more about us at 


rate: Cattoi 
Send CVs to dpoole @clientknowledge.com 












DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump on the ladder of 
success. Resume Broadcast International assists you in your professional 
search with the personal contact necessary for success from start to 
finish 24 hours a day, 365 days a year. Opportunity is only a phone call 
away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224.3306 @ compuserve.com 
Resume Broadcast International 


Resume = P.O. Box 6930, San Diego, California 92166, USA. 
eroddcast Tel: 619 224 9257, Fax: 619 224 9268 


IRE g tio n all Email: 102224.3306 @ compuserve.com 


JACK D. FURST PROFESSORSHIP IN FINANCE 


Department of Finance 




























Arizona State University Tempe, Arizona 






The Department of Finance in the College of Business at Arizona State University invites | 
applications and nominations for the Jack D. Furst Professorship in Finance. The objective of the 
professorship is to encourage and facilitate outstanding scholarship and teaching in the field of 
finance with particular emphasis on entreprencurial finance including private equity, venture capital 
and LBOs. We will fill this position at the rank of Associate or Full Professor with tenure starting 
as soon as Fall 2002. 








Applicants must have a Ph.D, in financial economics or a related discipline and a distinguished 
record of research and teaching in finance appropriate to rank. The successful candidate will play 
a central role in our ongoing efforts to design and implement new programs in the field of 
entrepreneurial finance as well as serving to facilitate interaction between our faculty, students, and 
the financial community. 









Interested candidates must supply a curriculum vitae and a letter of interest to: 
Chair of Search Committee, Department of Finance, College of Business 
Arizona State University, P.O. Box 873906, Tempe, AZ 85287-3906 


Deadline for application is October 15% or by the 1* or 15° of cach month thereafter until the 
position is filled, 








If you have any questions, please feel free to contact the Chair, or any other member of the Search 
Committee, at 480-965-3131. 
For additional information on the Department of Finance, see hitp://www.cob.asu.edu/fin, 


ARIZONA STATE UNIVERSITY 
An Equal Opportunity Affirmative Action Employer 
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Nude tee CONSULT 


Forschung & Beratung GmbH 


We are a small consulting company specialising in socio-economic 
research on sustainable urban transport, environment & e-government. 
For our new EU-funded projects we are seeking two recent graduates or 
mid-career consultants to cover these topics: 








@ integrated urban transport strategies 
providing evaluation guidance & analyses, monitoring project 
progress 

E IT-based traveller information services 
identifying business models & developing policy recommendations 


@ visions for public transport 
researching innovative solutions especially in intermodality 






Job descriptions are available at www.rupprecht-consult.de/news.htm. 






Excellent English communication skills & international experience are 
essential. Project management expertise & knowledge of EU 
programmes would be an advantage. 


Applications including expected salary & earliest starting date should be 
sent by 1 Oct 2001 to Rupprecht Consult, Kemperbachstr. 55, 51069 
Köln or email to s.rupprecht @rupprecht-consult.de 


European 
investment 
Bank 


A career in the heart of Europe 










The EIB is the investment bank of the European Union; lending to s 
worldwide in support of EU policies and objectives. Based on its mission, 


In line with the Bank's evolving needs, our Credit Risk 





Agricultural Economist 


The International Fertilizer Industry Association is looking for an 
Agricultural Economist to act as the Executive Secretary of the 
Agriculture Committee of the Association. A permanent 
appointment will be made to the Paris-based Secretariat. 


Under the direction of the Director General, the appointee will 
be responsible for the programme and activities of the 
Committee and its working groups and will manage issues 

and projects within the areas of fertilizer distribution and use, 
agriculture and the environment 


Relevant qualifications include: 
¢ A post-graduate degree in Agricultural Economics or 
Economics with specialization in agriculture 
+ Good report writing and verbal communication skills. 
¢ Fluent English and a good knowledge of French. 
28 rue Marbeuf 


ug” 2 
< 75008 Paris, France 


international Fartider industry Assocaton E-mail: cboutaric@fertilizer.org 


Applications should be sent to: 
Director General, IFA 


port long term investment projects in the EU and in several countries 
e EIB's operations cover a wide range of private and public sector risks. 


rtment is seeking applicants to become key members of the Bank's specialist team 


responsible for the assessment and monitoring of the credit risk of loans and structured finance transactions in the industry and infrastructure 
sectors. This requires a strong background in international lending and particular opein in corporate, public sector and/or structured finance 


risks and the enthusiasm to be part of a diverse multinational institution at the heart o 


the European Union. 


Credit Risk Specialist m/n 


Responsibilities: © Assume responsibility for a large and diverse portfolio in the aprir deta or infrastructure sectors. 


e Work closely with the Lending and Legal Directorates of the Bank in the assessment, negotiation and definition 


of loan conditions and security 


structures. ® Based on a detailed credit risk analysis, frame independent credit risk opinions on new loan proposals for the Bank's Management 
Committee. * Review and approve all loan and security documentation. + Assure a pro-active monitoring of the Bank’s loan portfolio. ¢ Draft 
financial reports and recommendations to the Bank’s Management on credit related issues in English or French. 


Qualifications: Ħ University se ie and/or post graduate degree in Finance/Economics. * Proven professional experience of corporate 
s 


and/or structured finance credit ri 


s within the banking industry. © Experience and aptitude in communicating with clients and negotiation of 


contracts. © Knowledge of credit rating methodologies, credit risk-measurement-techniques and /or quantitative credit risk management tools will 
be an advantage. ® Proficiency in computer applications. + Excellent knowledge of English or French and a good command of the other. 


Knowledge of other European languages would be an advantage. 
Skills: + Analytical approach. * Ability to make jud 


ts on credit risk and guarantees. © 


ity to draft clear and concise reports. + Ability to 


work within a group. * Good interpersonal skills at all levels in a multicultural environment. + Attitude to work under pressure and within tight deadlines. 


Applicants must be nationals of a Member State of the European Union. The EIB offers attractive terms of employment and 
remuneration with a wide range of benefits. The EIB is an Equal Opportunities Employer. 


Applications should include a cover letter quoting the relevant reference number and a curriculum vitae in English or French, and 


sent to : 


EUROPEAN INVESTMENT BANK, Staffing Division, Ref.: CROIECO 01 
L-2950 LUXEMBOURG. Fax: +352 4379 2545. E-mail: jobs@eib.org 


lications will be treated in the strictest confidence. They will not be returned. Personal data are protected by Community Regulation. For 
further particulars about the EIB, its remits and how it operates, visit the EIB’s website: http://www.eib.org 
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EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 


v. The Qualiflyer Group 


departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


CROSSAIR 


For turther information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 





CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satellite T.V., 
central heating, elevator, maid service, resident 


manager, Suit 1-2 persons 
Brochure by Air-Mait: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 020 7584 4123 Fax: 020 7584 9058. 
info@ ksflats.demon.co.uk 
www.ksflats.demon.co.uk 


#@*LONDON'® 


EI Quality serviced apartments offering best value fa 

for money. Our apartments offer great savings 
compared to hotels. Fully serviced, private 

ua bathroom, kitchen, TV, telephone, central 


heating, elevator 
a Centrally located in Kensington area & 


@ Tourist Board Approved W 
Ashburn Garden Apartments 

a 3 Ashburn Gardens b 

E South Kensington, London SW7 4DG, UK 


www.ashburngardens.co.uk 
E info@ashburngardens.co.uk E 


Tel: ++44 207 370 2663 
LS Fax: ++44 207 370 6743 I 
EEHEHE EEE 


Business & Personal 


2nd Citizenship 
2nd Passport 


Belize Passport Consultants Ltd. 
Tel: + 501 1 49830 Fax: + 501 8 23785 
Email: Passport @ Belize.com 
www.Belize.com 





OFFSHORE 
& 
TAX-FREE 


Companies world-wide 


Formation and admunistranon of 
companies, opening of bank accounts 
tel/fax/mail forwarding service 


UNITED KINGDOM LONDON 
LAVECO Ltd. 


lel.: +44-207-556-0900 
Fax: +44-207-556-0910 
E mail; london @ laveco.com 


HUNGARY 
Tel: +36-1-217-96-81 
Fax: +36-1-217-44-14 
E-mail: hungary @ laveco.com 


ROMANIA 
Tel.: +40-92-326.329 
Fax: +40-1-313-7177 
E-mail: romania @ laveco.com 
CYPRUS 
Tel.: +357-4-636-919 
Fax: +357-4-636-920 
E-mail: cyprus @ laveco.com 


SS E o aÀ 





Appointments 
anted 


US citizen 


with significant overseas expenence in 
Europe, Latin Amenca and Asia seeking a 
new challenge in Beijing in consulting, 
business development, marketing, 
restructuring or team leadership, tapping 
into 14 years expenence in those areas 


His strengths are in communication, 
problem analysis, strategizing, and 
realization of practical solutions. Fluent 
speaker of English & German, ability to 
conduct business in Spanish also 
speaks rudimentary Chinese and French 
Holder of international MBA and liberal 
arts degrees from top universities 


if interested please respond, including 


your specific needs, position, company 
details, and code “The Economist”, by 
e-mail to: solutions889@hotmail.com 





CANADA... 





: one click away 


ww w.ak cani 


Froe onlne consultanon, 24 hours per day, 7 days per week 
Abrams & Krochak 


Canadian Immigration Lawyers 


2™ CITIZENSHIP 
Flop Henley & Partners 


OFFICIAL PROGRAMS LEADING TO 
FULL CITIZENSHIP AND PASSPORT 
TEL +1 — 242 — 356 51 88 
Fax +1 — 242 — 356 51 89 
WWW. HENLEYGLOBAL.COM / EC 


BY GOVERNMENT APPOINTMENT 


& US companies 
High quality service | 
& cost-effective prices 


United Kingdom 

Tels+44(0) 20 76369618 Fax: +44 (0) 20 76369617 

e-mail: econicorr-exp.com 

Delaware 5th Floor, Morley House, 

(US incorporations only) 314.403 a 

Tel: +3 (302) 478 4460 poets A 
Fax: +1 (302) 478.4467 z 


e-mail: econ-delcom-exp.com 


Company a E) Express 




















Business Opportunities 


TOUR OPERATOR/GENERAL TRAVEL 
BUSINESS FOR SALE 


OWNER SEEKS STRATEGIC TRADING PARTNER/AINVESTOR 


Established (15yrs), growing repeat client base about £40m p.a. 
Profitable conventional and profitable e-commerce side 

Market leading e-commerce operating web-sites — and call centre 
Comprehensive, wide ranging, travel product, most high margin 
Aim is to grow 3-5 years to £200-£300m — excellent web-brand 


Owners and Management all to remain to grow/run business 


Ideal purchaser substantial media, retail, IT or other large 


distribution Group 


Reply in total confidence to: James Calton, 
Overseas Travel Brokers, Fax: 01376 349023 
And email: emfakes@compuserve.com 











Dynamic Licensing 


Opportunity. 





Licensee Benefits: 


# The only fully integrated 
assessment and action 
planning software system 
available today 


Virtual CEO, Inc. is seeking 
international licensees to share in 
our dramatic growth. Our applica- 
tions have been called the most 
effective strategic planning tool 
a Outstanding market potential 


ever used. It enables organizations for all types and sizes of clients 


to maximize efficiencies, properly 
a Highly researched 


allocate resources, yield greater Knowledge Base 
productivity and profits, faster 


than ever before. Virtual CEO™ 


a Training and marketing support 


SF s Comprehensive intranet support 
pri ducts allow organizations to P ppo 


a Low Licensee start-up and 
operating costs 


quickly and effectively focus on 
those aspects of their business that 


most impact Return On Investment. 






For more information visit our website 






at www.virtualceo.com/international or 
call us at: +1.949.248.2404 ext. 2526 






VIRTUAL CEO” 


ar-oearte 
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EST. 1989 
LICENSED CO. \ x. A FREE brochure, FREE details and muc 


& TRUST MANAGEMENT 
ee ) Aww. i rou com eC 
cE- group.com 





































DELAWARE (USA) 
CORPORATIONS 
Speciohsts in setting up Delaware Corporations. General, Aircraft, 
Boat & Shelf Corporations. Coll or write for our FREE KIT! 
Resist We provide confidential 
a a y quality service for a 
nel reasonable rate. 
3511 Siverside Rd, #10540 + 


„0E USA 19810 
302-477-9800 © 800-371-CORP © FAX 302-477-981 | 


E-mail conp(2deleg com © twternet: hip / /debeg com 


A GLOBAL PROVIDER OF 
OFFSHORE COMPANIES & SERVICES 


www .offshore4business.com 
Email: offshore®4business.com 


Tei: +44 (20) 7514 9902 


Offshore Corporations Fax: +44 (20) 7514 9912 


Banks, Trusts, Foundations 
Bank A/Cs, Credit Cards 


www.GLOBAL-MONEY.com 
grr @global money. com 


Fax: +3120-5241407 





IKIN Ag unti 





a Du 


t Stella Ho | 





VDE-DE-CAMP 

Action specialist for superior confronted with 
incre asing responsibilities. 

d wit mds. f 1E md pmeairus 


ny or ct 


_NACS LTD 


| detai 





USA + 1-210-967-6700 
achurch @ mindspring.com 


OFFSHORE COMPANIES 


FOR ASSET PROTECTION AND TAX MANAGEMENT 








mo interi ational ousine* 


tating offshore 


d cost effective solutions 


IF YOU ARE 


* Trading or investing internationally 
* Seeking tax management solutions 


* Seeking to protect your assets 


... YOU SHOULD BE TALKING TO US. 


For our free 200 page bre chure and initial advice call 


Colin Forster +44 (1624) 818922 
or Richard Cook +44 (20) 7317 0600 


or email: business@ocra.com 


WORLD WIDE 
WWW.OCRA.COM 
OCRA WORLD WIDE 


MAURITIUS 


US REPRESENTATIVE 
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90-100 sydney ə 


Tel: +44 
Fax'+44 (0) s0 








LONDON: 
| hne! Ra 
London SW3 6NJ 
(8) 20 7352 2274 
7795 0016 


F.mail helena si 
















NEW AUTHOR 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WAITE OA SEND YOUR MANUSCRIPT TO 


MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
www.minerva-press.co.uk 








E-mail: charles@ 


o OWNED BY LAWYERS AND ACCOUNTANTS @ CONFIDENTIALITY GUARANTEED © BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 





tor OFFSHORE & UK COMPANIES @ the best prices contact us today, 


For immediate, friendly advice, please contact: 
Helen Harper LL. B (Hons), Dip. Law, AO! 


igroup.com 





Janson Lotery B.Sc (Hons) 
E-mail: ianson(@scigroup.com 
Charles Baker M.A. (Hons) 

Sciqroup.com 








yaa et LORY Pell 


The offshore professionals since 1977 


LONDON,UK 
Peyman Zia, Director 
INTERNATIONAL COMPANY 
SERVICES (UK) LTD. 
Tel: +44 20 7493 4244 
Fax: +44 20 7491 0605 
Email: uk@ICSL.com 


S AND TRUSTS EXPERTLY FORMED AND ADMI 


IRELAND 
Eilish Murphy 
INTERNATIONAL COMPANY 
SERVICES (IRELAND) LTD. 
Tel: +353 1 661 8490 
Fax: +353 1 661 8493 
Email: irl@ICSL.com 


USA & CANADA 
Jerry Bakerjian BBA, Director 
INTERNATIONAL COMPANY 

SERVICES (USA) INC. 
Tel: +1 954 943 1498 
Fax: +1 954 943 1499 

Email: usa@ICSL.com 


www.ICSL.com is a registered business name of International Company Services Limited 











Since the 80s, The Sovereign Group has been 
advising thousands of individuals and com- 
panies on how to protect and maximise their 
assets. In a rapidly changing world you need 
the resources, support and expertise of a global 


SOVEREIGN 


VISIT OUR WEBSITE 
SovereignGroup.com 


organisation to ensure you receive the correct 


professional advice and services. Call us at 


any of our 23 branches - if there’s a legal 


way to reduce your tax bill we'll find it. 


busime, SS & & ee 


- Offshore & Onshore  Connprenies 
- Offshore Trusts 


* Personal Tax Planning 


- Corporate Tax Planning 
. Asset Management 
‘Investment Services 


+ Venture Capital 


« Full Administration & Accounting 
. Offshore Corporate Credit Cards 
* Trademark Registration 

& Protection 
. Trade Services 
' Transfer & Origination of D/Cs 
* Ship & Yacht Registration 
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ái Economic and financial indicators 


Overview 


A terroristattack on America sent shivers 
through global financial markets. The dollar 
plunged by 3% against the euro and the yen 
immediately after the attack. It later re- 
gained some ofits losses. Trading was sus- 
pended on Wall Street, leaving stockmarkets 
around the worldin a state of nervousness. 
The Nikkei tumbled by 6.6%, falling below 
10,000 to yet another 17-year low. Many 
European shares also tumbled. Before the 
markets were shut in America, bad economic 
news had already left the Dow Jones down 
4.3%, and the Nasdaq down 3.5%, since Sep- 
tember 5th. 


The economic outlook continues to deterio- 
rate in America. The unemployment rate 
jumped to 4.9% in August, from 4.5% in July. 
Hours worked also fell by 0.4%, after drop- 
ping by 0.3% in July. The downturn seems to 
be spreading to the services sector. The NAPM 
index of non-manufacturing activity plum- 
meted to 45.5 in August from 48.9 in July. A 
number below 50 is a sign that activity is con- 
tracting. 


Japan's Gop fellin the second quarter by 
3.2% at an annual rate, leaving output 0.7% 
lower than a year before. 


In Germany, industrial production fell by 
1.5% in July. Manufacturing orders suffered 
an unexpectedly large 4.4% decline in the 
year to July. France’s GDP grew by only 0.3% 
in the second quarter, leaving output 2.3% 
higher than a year earlier. 


Data on more countries are available to 


subscribers on www.economist.com 


ih Canada 
After performing wellin the late 1990s, 
the Canadian economy is now slowing 
markedly, mainly in response to the 
downturn in America. Canada is highly 
exposed to the American economy be- 
cause so much of its trade is with the Un- 
ited States. However, the OECD argues 
that Canada is better placed to withstand 
external shocks than it was in the past 
because previous economic imbalances 
have been eliminated. The current ac- 
count, which was in deficitin 1997 and 
1998, has moved into surplus. The fiscal 
position is also healthy, with a record 
general-government financial surplus. 
The inflation-targeting regime estab- 
lished ten years ago has proved its 
worth. The pick-up in consumer-price in- 
flation caused by surging energy costs is 
expected to subside next year. The main 
riskis of a more serious economic reverse 
in the United States. 
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Output, demand and jobs 
% change at annual rate 
The Economist poll Industrial Retail sales Unemployment 

GDP GDP forecasts production (volume) % rate 
Re ete 1 qtr lyear $2001 2002 — lyear 1year _latest —_ year ago 
Australia +36 +14 G2 +25 +4.0 -1.4 t +07 @ 6.9 Jul 6.1 
Austria +16 +2.2 Q1 ELI + 2.1 + 8.0 Jun - 3.3 May 3.8 Jul 3.6- 
Belgium -24 +17 02 +19 +24 -0.5 Jun* -3.4 May 11.6 Aug* 11.9 
Britain STA £23 @ +22 +26 -3.2 Jul + 6.0 Jul 5.0 Jt 5.3 — 
Canada +04 +21 @ +21 + 2.8 _- 2.4 Jun +3.6 May 7.2 Aug Ti 
Denmark -46 +10 @ +13 + 2.1 +44 Jun +30 Jun 5.1 Jul 5.4 
France +10 +23 Q2 +2.2 + 2,3 + 2.3 Jun + 2.3 Jun 8.9 Jul 9.5 
Germany nil +06 Q? +11 +1.9 -1.5 Jul +0.5 Jun 9.3 Aug 9.4 
Italy -0.5 +20 Q2 +19 + 2.2 ~ 3.1 Jun + 0.1 Jun 9.5 Apr 10.7 
Japan _ -3.2 -07 a2 -04 +05 -8.5 Jul -2.4 Jun 5.0 jul 4.7 
Netherlands #16 +35 @ EIT 42:5 + 0.7 Jun + 1.5 Mar 2.0 Ji 2.6 
Spain +41 +33 M +27 +28 -1.6 Jul na 12.8 Jul 14.0 
Sweden +13 +14 Q2 + 2.0 + 2.6 - 1.0 May + 2.1 Jun 4.2 Jule 52- 
Switzerland © +74 +25 Q2 +16 + 1.9 +51 ai +84 Jun 1.7 Aug’ 1.8 
United States +0.2 +12 02 +16 +26 -3.2 Ju +38 Jul 4.9 Aug 4.1 
Euro area +20 +25 Q1 +18 + 2.2 + 1.4 Jun +2.1 Jn 83 Jul 88 
*Not seasonally adjusted. ł May-Jul; claimant count rate 3.1% in Aug. 8May-Jul, 
Prices and wages 
% change at annual rate 

The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

lyear yearago 2001 2002 lyear yearago l year yearago 
a s G2 +32 +40 +24 +56 (474 037 @ + 3.9 
ee, FEI M +28 +25 >is +17 Aug +43 +28 Jul + 2.0 
Belgium + 2.7 Aug +29 +25 +19 +40 Jun +87 +26 02 + 2.2 
Britain +16 Jul +33 +2.1 + 2.3 +0.3 Aug +23 +46 Jul + 3.9 
Canada +26 Wl +30 +28 +21 +09 Jul +42 +17 Jun + 1.0 
Denmark +25 Aug +24 +24 +20 +27 Jul +58 +47 @ + 3.3 
France > 19 Ag +18 +18 +15 +2.3 Jun +60 +43 M + 5.2. 
Germany +2.6 Aug +18 +26 # +1.5 +2.2 Julbo +55 +18 Jun’ + 21 
Italy +28 Aug +26 +27 +20 +14 Jul +67 +25 Jult + 2.0 
Japan - 08 m -05 -05 -04 +01 Aug +02 +14 WM +12 
Netherlands +4.77 Aug + 2.5 +46 +25 +24 Jul +80 +44 Jul + 3.2 
Spain +39 Jul +3.6 + 3.7 + 2.8 +#2.0 Ju +55 +34 aif na 
Sweden +29 wl +12 +23 +18 +21 Jul + 3.7 + 2.3 Jun* + 4.9 
Switzerland +11 Ag + 1.1 +13 +1.2 +0.2 Jul +27 +1.3200 + 0.3 
United States +27 Jul +37 $32 +22 +15 Jul +43 +42 Aug + 3.8 
Euro area +2.8 Jul + 2.3 +27 +18 +23 Jul +56 +26 O1 + 2.4 








*Not seasonally adjusted. tNew series. 
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Money and interest rates 
Money supply” Interest rates % p.a. (Sep 12th 2001) 
% change on year ago 3-mth money market 2-year 10-year gov't bonds corporate 


narrow broad latest yearago gov't bonds latest year ago bonds 


The Economist commodity price index 
1995=100 
% change on 
Sep 4th Sep 1ith* one one 


month year 
Dollar index 


Australia +17.7 +66 Jul 4.42 6.54 4.34 5.45 6.03 6.95 x 

Britain +71 +76 Jul 4.75 6.13 4.57 4.83 5.39 6.28 aliens a eT > a E ss 

Canada +69 +48 dul 3.55 5.60 3.67 5.20 5.71 7.06 EEA : : 

Denmark +55 +10 Jul 4.61 6.10 4,24 5.07 5.59 7.06 Alt sacs ais 04 ALA 

Japan + 9.7 + 3.4 Aug 0.01 0.33 0.02 1.39 1.86 1.50 "n 8 os eA A O 

Sweden + 6.5 + 2.2 Jul 4.35 3.90 4.25 5.14 5.22 5.23 e Te a AE 

Switzerland +03 +3.00 Jul 3.01 3.46 3.00 3.22 3.77 4.01 : : : : 

United States + 3.0. +11.5 Jul 3.26% GAI 3.51 4.73 5.73 6.75f  Sterting index 

Euroareal +3.33 +64 Jul 4.18 5.01 3.72 4.76 5,20 5,61  Allitems 73.8 71.6 -6.3 -12.5 

“Narrow: M1 except Britain and Sweden MO, broad; M2 or M3 except Britain M4. 'Germany for bonds. Benchmarks: US 30-year 5. 39%, Japan Eure index 

No.234 1.43%, Central bank rates: US fed funds 3.50%, ECB refinancing 4.25%, BOJ overnight call 0.001%, BOE repo 5.00%. *Sep 10th, All items 100.0 96.7 -4.1 -13.3 

Sources; Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, Yen index 

Westpac, Thomson Financial Datastream. Rates cannot be construed as banks’ offers. All items 85.6 84.2 «§8 #44 
Gold 











Stockmarkets 
Market indices 
_echangeon 
2001 one record Dec 31st 2000 
Sep 12th high low week high inlocal  in$ 
curren terms 
3,425.2 3,051.3 - 5.6 -10.9 - 3.3 -10.0 
- 3.8 
2,581.2 -10.1 -14.1 -17.2 
-21.5 -23.1 
Denmark 223, 5 294. 3 220. 5 - 3. 8 ~26. 0 -15. 6 “18. 3 
2,647.0 3,820.2 2,630.4 -10.6 -39.7 -29.8 -32.3 
(CAC 40) 4,114.3 5,998.5 4,059.8 -10.0 -40.6 -30.6 -33.0 
4, 1335.2 6,795.1 4,273.5 -14.1 
1,298.5 1,948.4 1,298.5 -12.2 
9,610.1 14,529.4 9,610.1 - 9.3 h 
opix 990.8 1,441.0 990.8 - 8.9 -65.7 -22.8 -26.2 
Netherlands 452.9 642.3 449.9 -11.7 -35.4 =29.0 -31.5 
S Madrid S 718.5 963.9 714.8 - 9.1 -37.3 -18.4 -21.3 
Sweden (Affarsvarlden Gen 193.5 293.1 184.9 - 6.9 -51.7 -30.3 -37.8 
Switzerland (Swiss Market 5,838.4 8,135.4 5,695.1 -10.3 -30.6 -28.2 -30.0 





9,605.5** 11,337.9 
1,092.5°* 1,373.7 


-18.1 -11.0 
=17.2 
-31.4 


-26.5 


-11.0 
-17.2 
-31.4 
-29.1 


1,695.4** 2,859.2 


- 3.6 
-10.1 
-10.9 





1,126.7 
962.8 


1,545.5 
1,404.1 


1,104.8 
953.5 


-33.9 


Euro area (FTSE Ebloc 100) * -37.9 

























$ per oz 272.35 288.45 +51 +51 
West Texas Intermediate 


$ per barrel 26.95 27.63 -1.6 -19.2 
* Provisional. t Non-food agriculturals. 














World 949.2 1,249.2 949.2 - 5.5 -34.5 -22.3 
World bond market (Salomon 448.6 451.0 420.6 + 1.2 - 2.5 + 1.0 
on euro terms. | Morgan Stanley Capital International index includes individual ails dpe ged pon eight . in dollar terms, 
Salomon Smith Barney World Government Bond Index, total return, in dollar terms. 3Sept 11th, **Sept 10th. |! Sept 7th. 
Trade, exchange rates and budgets 
Trade balance*, $bn Current account Exchange rate Currency units Budget 
latest 12 $bn The Economist poll trade-weighted! per per per per balance 
months latest 12 mths % of GDP, forecast Sep 12th year ago $ £ euro ¥100 % of GDP 
2001 2002 12th rago 2001 
Australia + 0.7 Jul - 9.9 Q2 - 2.8 - 3.1 71.3 75.0 1.93 1.80 2.83 1.75 1.62 0.1 
Austria 5.4 4.3 Jun - 2.4 - 2.3 100.3 99.1 15.2 15.9 fen 138 227 -0.6 
um + 10.6 Jun + 11.2 Mar + 4.2 +45 99.0 97.7 44.5 46.7 65.2 40.3 37.3 0.7 
Britain - 44.9 Jun - 19.2 Qi - 1.7 - 2.1 106.6 105.1 0.68 0.71 - 0.62 0.57 1.2 
Canada + 47.4 Jun + 25.5 Q2 + 3.1 + 2.3 76.9 80.6 1.56 1.48 2.28 1.41 1.30 2.6 
Denmark + 6.8 Jul + 4.6 Jul + 1.4 + 1.4 102.6 99.4 8.22 8.64 12.0 7.44 6.88 2.9 
France nil Jun + 14.3 Jun + 1.5 + 1.6 101.7 100.2 7.24 7.59 10.6 6.56 6.06 -0.5 
Germany + 59.2 Jul ~ 21.3 Jul - 1.0 - 0.9 98.7 96.6 2.16 2.26 3.16 1.96 1.81 -1.7 
4 A - 0.2 72.6 71.5 2,138 2,241 3,128 1,936 1,790 3 
= + 84.3 Jul + 92.5 Jul + 2.1 + 2.0 140.4 158.8 119 107 175 108 - -6.3 
Netherlands + 18.9 Jun + 13.7 Q2 + 3.9 + 3.9 98.0 96.3 2.43 2.55 3.56 2.20 2.04 1.3 
Spain - 38.9 Jun - 15.2 - 2.8 - 2.3 74.2 73.3 184 193 269 166 154 nil 
Sweden + 11.8 Jul + 52 Jul + 2.1 + 2.3 73.0 82.0 10.57 9.72 15.5 9.57 8.85 3.6 
Switzerland + 0.3 Jul + 28.3 Qi +10.9 +10.7 109.7 106.3 1.66 1.76 2.43 1.50 1.39 na 
United States -453.5 Jun -449.9 Q2 - 41 - 4.0 117.5 114.2 - - 1.46 0.91 0.84 2.1 
Euro area + 2.5 Jun - 28.0 Jun - 0.2 - 0.1 78.9 76.2 1.10 1.16 1.62 - 0.92 -0.6 


*Merchandise, Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 11990=100, Bank of England. OECD estimate, 





East Asian stockmarkets were hit especially 
hard by fears that the terrorist attacks in 
America might tip its economy into reces- 
sion. That would further push down already 
troubled East Asian economies. Seoul's 
stockmarket plunged 12% after the attacks, 
its biggest one-day drop since 1980; the in- 
dex was down 13.8% over the past week. 
Hong Kong’s index suffered a 13.2% decline. 
Singapore's stockmarket tumbled by 10.6% 
to a 30-month low. 


Taiwan’s trade surplus widened to $1.8 bil- 
lion in August, on the back of a steep decline 
in imports of capital goods. Exports fell by 
2.1% during the month, to 26% below their 
level a year earlier. Imports, however, fell by 
16.3% (37% down over a year earlier), to 
their lowest since 1996. Deteriorating busi- 
ness confidence amid Taiwan’s deep reces- 
sion and a continuing migration of prod- 
uction to mainland China were responsible 
for the decline. 


d Industrial production 

Industrial production is falling dra- 
matically in several of the small open — 
economies in East Asia, due to heir 
aeeai ie eae 








mB 2001, latest month : 
15 10 5-045 10 15 20 
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% change on year earlier Latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 
China +78 02 +81 Aug +15 dul +19.9 Jul +20.5 2000 183.9 Jun 
Hong Kong +05 Q2 -01 a -0.9 Ju -12.1 Ju +88 M 113.7 Aug 
India +38 M + 2.6 Jul + 4.0 Jul -55 M -23 42.5 Aig 
Indonesia + 3.5 a2 +75 a +12.2 Aug +24.5 Jul +63 M 26.2 Jul 
Malaysia +05 02 - 5.9 Jul +14 Jul +15.4 Jul +7.4 M 26.9 Jul 
Philippines +33 0 +11.2 Jun + 6.3 Aug + 5.1 Jun +78 May 12.6 Jun 
Singapore _ +83 @ -13.2 Jul +13 Jul +46 Jul +226 02 74.4 Jun 
South Korea +27 o -59 mM +47 Aug +13.1 ag +13.3 Jul 97.0 m 
Taiwan -24 Q -10.4 Jul +0.4 Awu +13.8 Aug +14.1 @2 110.1 Jul 
Thailand +18 +2.1 Jul + 1.4 Aug +2.5 Jul +6.1 Jul 31.2 Jul 
Argentina -2.1 a +02 Jul -1.2 Aw +26 J -90 a 16.7 Jul 
Brazil +0.8 a2 +08 Jul +78 Ju =- 1.1 Aug -27.5 Jul 35.5 Jul 
Chile +34 & +03 Jul + 3.8 Aug +15 dw -16 Q 14.5 Jul 
Colombia +16 02 +05 Jt +80 Mg +13 dun -07 u 95 3 
Mexico nil a2 -3.3 Jul + 5.9 Aug -9.6 Ju -17.5 a2 40.8 Jul 
Peru - 0.8 Ju -3.3 Jul + 1.4 Aug -0.2 WM -14 @ 8.4 Jun 
Venezuela +29 a na +12.9 Aug +15.6 @f +11.1 02 10.6 Jul 
Egypt ~ +6,5 2000! + 9.4 20001  +2.2 Jun -9.9 -02 a 12.9 May 
D +14 2 -10.4 Jun +0.4 Jul -7.3 Aug -11 M 24.2 Aug 
South Africa +2.5 a2 + 1.0 Jul +53 Ww +45 Wi +01 m 6.1 Jun 
Tu - 9.3: G2 -11.2 Jul +57.5 Aug -20.9 Jun -3.7 Jun 17.2 Jul 
Czech Republic +38 m +93 Jt +5.5 Aug -3.5 M -27 @ 13.4 Aug 
Hungary +40 a nil Jul + 8.7 Aug -22 wa -15 de 11.9 Jul 
Poland + 2.3 M +1.1 Jul + 5.2 Jul -9.9 wi -68 Ju 27.0 Jul 
Russia +49 ü + 2.9 Jul +20.9 Aug +58.4 Jul +45.9 ü 33.7 Aug 


*Excluding gold, except Singapore; IMF definition. tear ending June. t New series 












































Financial markets 
Currency units Interest rates  Stockmarkets % change on 
per $ perf short-term Sep 12th Dec 31st 2000 
Sep 12th yearago Sep 12th % p.a. one in local in$ 
week currency terms 
China 8.28 8.28 iS. he 1,935.5 -08 AT -H7 
Hong Kong 7.80 7.80 11.4 3.38 9,493.6 -13.2 -37.1 -37.1 
India SA. $56 64 683 ` 30327 -6.1 -23.7 -24.9 
Indonesia 9,040 8, 800 13, 228 17.88 429.8 -2.8 +3.2 +10.5 
Malaysia 3.80 3.80 E- SM å — — T +0.2 +16 +1.6 
Philippines 51.2 45.7 74.9 13.69 1,241.4 -1.0 -16.9 -18.9 
Singapore 1.74 1.74 2.54 2.22 1,450.5 -10.6 -24.7 -24,9 
South Korea 1,285 1,110 1,880 481 475.6 -13.8 -5.8 -7.2 
Taiwan 34.5 31.1 50.4 3.60 4,176.9°* -5.6 -12.0 -15.5 
Thailand 44 41.7 65.0 3.00 330.4** -2.3 +22.7 +19.9 
Argentina 1.00 100: TA 630 O e A -34.7 -34.8 
Brazil 2.67 1.83 3.91 19.06 11,113.5 -11.7 -28.8 -48.0 
Chile 682 566 998 0.72* 5,5093 -26 +132 -48 
Colombia 2,343 2,210 3,428 12.07 981.5 -1.1 na na 
Mexico 9.46 ee ee - SLU <02 -2,1 -0.6 
Peru 3.49 3.47 5.1 545 w» 1275.0- =3.5 +5.5 +6.6 
Venezuela 746 690 1,092 13.63 7,243.3 +0.7 +6.6 +0.0 
Egypt 4263.52 6.24 8.81 6,226.9 -3.8 -18.7 -25.8 
Israel 4,32 4.04 6.32 4.47 376.5 -6.6 -23.9 -28.7 
South Africa 8.62 7.12 12.6 9.64 8,112.0 -9.2 -2.6 -14.4 
1,447,500 665,820 2,118,127 56.00 9,295.9"" - 3.5 
Czech Republic 37.7 41.1 55.2 5.47 330.5 -6.7 -30.9 -31.1 
Hungary 284 303 415 10.90 5,747.8 -9.3 -26.8 -27.2 
Poland 4.24 449 6.20 15.10 12,546.5 -3.5 -29.7 -31.5 
Russia 29.5 27.8 43.1 25. = 195.1f -7.0 +40.1  +36.2 
EMF (MSCI ł 1.00 1.00 1.46 278.1** -5.7 na =16.7 
EMBI+ 1.00 1.00 1.46 na 208.8 -1.2 na +3.4 


“Inflation adjusted. fIn $ terms. ** Sept 11th. ttSept 10th. tEmerging Markets Free. J.P. Morgan Chase's Emerging Markets Bond Index Plus. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; Economist Intelligence Unit; Reuters; 


Warburg Dillon Read; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank 
Leumi Le-Israel; Standard Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 


Data on more countries are available to subscribers on www.economist.com 
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Practices Awards 2002 
CFO Asia Achievements in Best Practices Awards 2002, is the only pan-Asian competition ti 
find and recognize the best in financial leadership. It honors individuals who have created value 


for their entire organizations through strategic vision, leadership, creativity and innovativeness 


The awards also recognize CFOs that are taking on new strategic and operating responsibilities 


Award Categories 
Raising ¢ altel Turnaround Management 
Managing Finance in an SME Driving Revenue Growth 
Finance Transformation in the Internet Era Risk Management 


Managing External Stakeholders 
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Visit www.cfoasia.com 
Tel: (852) 2585 3263 
Fax: (852) 2827 5111 
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What's the fastest database 
on IBM's fastest computer? 








250000 
200000 
Transactions 
per minute 150000 
100000 
Won't 
50000 say 
0 i Se 
Oracle IBM DB2 


Source: IBM press release 
When IBM wanted to show off 
their fastest new computer, 
IBM chose Oracle. 


Interesting. 


ORACLE 


SOFTWARE POWERS THE INTERNET 





As of June 22, 2001 Oracle, $34.18/tpmC on oracle.com 
IBM eServer pSeries 680, available 4/13/01. 

TPC Benchmark is a trademark of the Transaction 

Processing Performance Council (TPC). 


Lopyr hit 2 2001 Oracle | rt sean Al JES ré erved Uracile i ) registared trademark oftware Power 


The geopolitics of fighting terrorism 
The Osama bin Laden and his network 
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To our Customers, Business Partners and Staff: 
“Thank you. Your support underpins 
our achievements” 
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2001 
ANK MANDIR SANK MAND SANK MANDIR BANK MANDIRI 
BANK MANDIRI wy BANK DIRI i MANDIR gy Rig 
INDONESIA INDONESIA INDONESIA INDONESIA 
Half Year Results (unaudited) 
Total Assets (in billion Rupiah) / (in million Dollar) t 
Oh) pees PI IDR 236,961 
See IDR 251,676 
Net Profit (in billion Rupiah) / (in million Dollar) 
IDR 762 
IDR 1,537 
CAR (%) 
28.11% 
29.0 % 
ROAE (% )p.a 
x 
35.99% 
NPL ratio (%) 
55.42% 
14.36% 
6 months to 6 months to 
30 June 2000 (unaudited) 30 June 2001 (unaudited) 
Exchange Rate Rp/USD 8,735 Exchange Rate Rp/USD 11,440 
# 
Bank Mandiri is proud to have established a record of progress and profitability, which has been internationally recognized through four prestigious 
awards. We are not only the largest bank in Indonesia with 23% market share, but one of the best capitalized and most profitable banks in South 
East Asia, Looking ahead we are optimistic of achieving major breakthroughs in middle market and consumer banking over the next 2 to 3 years. z 


www.bankmandiri.co.id 
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d The world this week 


Fighting terror 


The United States worked 
hard to build an international 
alliance against terrorism. 
George Bush received visits 
from President Jacques Chirac 
of France, President Megawati 
Sukarnoputri of Indonesia, 
the world’s most populous Is- 
lamic country, and Britain’s 
Tony Blair. European coun- 
tries, including Russia, backed 
America in its determination 
to hit back at terrorists and 
countries that harbour them. 
But several governments be- 
gan to express reservations 
about who exactly might be 
the targets. 





= 
Osama bin Laden was 
named as the prime suspect in 
the attacks. Mr Bush said that 
he wanted him “dead or 
alive”, adding that “those who 
house, encourage him, pro- 
vide food, comfort or money 
are on notice.” America’s de- 
fence secretary, Donald Rums- 
feld, reiterated that 
Afghanistan was not the only 
country facing possible mili- 
tary strikes in response to the 
terrorist attacks on America. 


Afghanistan declined to hand 
over Mr bin Laden, accused by 
America of orchestrating the 
terrorist attacks. Thousands 
fled from Kabul, the capital, 
for the Pakistani border, fear- 
ing an American strike was 
imminent. Pakistan's presi- 
dent, Pervez Musharraf, said 
he would support possible 
American military action 
against Afghanistan. 


Yasser Arafat, the Palestinian 
leader, ordered a ceasefire and 
Israel's prime minister, Ariel 
Sharon, gave the order to stop 
offensive military operations 
against Palestinians after in- 





tense pressure from America. 
Mr Bush wants relative peace 
in the Middle East to ease 
America’s efforts to build a co- 
alition against terrorism. 


Canada seemed ready to offer 
military backing to the United 
States to fight terrorism. Jean 
Chrétien, the prime minister, 
said Canada would “go every 
step of the way” with its 
neighbour. Earlier, 100,000 
people gathered in Ottawa for 
a memorial service for the vic- 
tims of the attacks. 


The European Commission 
put forward proposals to har- 
monise anti-terrorist laws (by 
introducing, for instance EU- 
wide arrest warrants for al- 
leged terrorists) and to remove 
legal loopholes used by terro- 
rists to escape justice. 


Russia’s foreign minister, Igor 
Ivanov, arrived in Washington 
for talks on fighting terrorism. 
Earlier, a deputy foreign min- 
ister of Russia, Georgi Mame- 
dov, and a senior official in 
America’s State Department, 
John Bolton, who oversees 
arms negotiations, had talks in 
Moscow about America’s 
plans for missile defence. 





Rudy Giuliani, New York’s 
mayor, said that the chance of 
finding any more survivors in 
the wreckage of the World 
Trade Centre was very small. 
He added that 233 people had 
been confirmed dead in New 
York, of whom 170 had been 
identified. The number of 
missing people rose to 5,422. 
The attack on the Pentagon in 
Washington killed 125 people, 
and another 64 died in the air- 
craft that crashed in rural 
Pennsylvania. Citizens from 62 
countries were killed in the 
terrorist assaults on the two 
cities. 
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Rebels in Chechnya shot 
down a Russian helicopter 
near the capital of the disaf- 
fected republic, killing ten 
high-ranking officers, includ- 
ing two generals. The rebels 
also attacked Chechnya’s sec- 
ond city, Gudermes. 


John Hume, a past winner of 
the Nobel peace prize who has 
led Northern Ireland’s 
mainly-Catholic Social Demo- 
cratic and Labour Party since 
1979, said he would step 
down as leader in November. 


Macedonia’s government for- 
mally asked NATO to provide 
a force to protect international 
civilian monitors, once the al- 
liance’s mission to collect re- 
bel weapons ends on 
September 26th. 


Switzerland’s upper house of 
parliament voted for its coun- 
try to join the United Nations, 
but even those in favour said 
it would not forgo its neutral- 
ity in world affairs. 


After a request by Carla Del 
Ponte, the chief prosecutor at 
the UN’s war-crimes tribunal 
in The Hague, Greece’s minis- 
try of justice said it had 
started to look into more than 
250 bank accounts in Athens 
linked to Slobodan Milos- 
evic, Serbia's former strong- 
man now awaiting trial. 


Closer to asylum? 

An Australian naval ship car- 
rying asylum-seekers arrived 
in the Pacific island of Nauru, 
where their applications to 
live in Australia will be con- 
sidered. Australia is trying to 
deter refugees from landing 
on its shores and has paid 
$10m to Nauru to act as a stag- 
ing post. Nine Sri Lankans 
were jailed for up to five years 
in Western Australia for smug- 
gling refugees. 


At a meeting in Seoul of senior 
officials of North and South 
Korea, the first for six months, 
the North asked the South to 
provide it with electricity. The 
countries agreed to resume re- 
unions of separated families. 





Four more people died in po- 
litical clashes in Bangladesh 
in the approach to the general 
election on October ist, bring- 
ing the death toll to 85 since 
the campaign started. 





At least 66 people were killed 
in Taiwan when a typhoon 
hit the island, causing floods 
and landslides. A typhoon in 
July killed 150 people. 


China, South Korea and Ma- 
laysia were among the coun- 
tries that banned the import 
of beef from Japan after a sus- 
pected case of mad-cow dis- 
ease had been reported on a 
farm near Tokyo. 


South Africa's big killer 

A report by South Africa’s 
Medical Research Council said 
AIDS was now the single big- 
gest killer in the country, 
contradicting recent sugges- 
tions by President Thabo 
Mbeki that accidents and vio- 
lence killed more people. Last 
year 25% of all deaths, and 
40% of those among adults, 
were AIDS-related. The report 
said that, without effective 
treatment, 4m-7m people 
would die of the disease by 
2010, halting population 
growth. 


Six leading members of the 
government of Eritrea were 
arrested after criticising Presi- 
dent Issaias Afwerki. At the 
same time the private press 
was banned. 


The central bank of Zimba- 
bwe said the country’s econ- 
omy was in a downward 
spiral and would shrink by 
about 8% this year. 


Argentina, which is struggling 
to banish fears of a debt de- 
fault, unveiled a draft budget 
for next year which involves 
$6.5 billion in spending cuts. 
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As America’s stockmarkets re- 
opened after the terrorist at- 
tacks, the Federal Reserve and 
the European Central Bank 
both cut interest rates by half 
a percentage point, to 3.0% 
and 3.75% respectively. Central 
banks in Japan, Canada, Brit- 
ain and elsewhere joined in 
cutting rates, hoping to main- 
tain the stability of the world’s 
financial system. The Bank of 
Japan also relaxed monetary 
policy, and intervened to prop 
up the dollar. 


Despite these actions, Wall 
Street’s reopening saw the 
Dow Jones Industrial Average 
drop by 7.1% on the first day’s 
trading; the tech-heavy Nas- 
daq Composite fell by 6.8%. 
America’s stockmarkets con- 
tinued to slide later in the 
week. European markets, 
which had suffered steep 
drops in the previous week, 
held up better. 


America’s airlines resumed 
business but cut some 20% of 
flights anticipating a severe 
drop in business, and an- 
nounced thousands of job 
losses. The Bush administra- 
tion is offering a $5 billion 
cash subsidy, plus loan guar- 
antees, to help the industry. 


Airline shares collapsed 
around the world as the likely 
effects of travellers deserting 
the airways prompted more 
cuts in schedules. Europe’s air- 
lines met the European Com- 
mission to discuss emergency 
help. 


Boeing said that up to 30,000 
jobs would go at its commer- 
cial-aircraft division by the 
end of next year, some 30% of 
the total. Orders for new air- 


craft are expected to fall rap- 
idly as passengers stay on the 
ground in the wake of the ter- 
rorist attacks. 


Insurance companies also 
suffered as the cost of claims 
resulting from the terrorist at- 
tack became apparent. Gen- 
eral Electric issued a profit 
warning for the third quarter; 
a subsidiary, Employers Re- 
insurance, is expected to lose 
around $600m after the de- 
struction of the World Trade 
Centre. 


Travel and tourism seemed 
to be heading for trouble. 
Accor, Europe's biggest hotel 
group, saw its shares plunge 
and issued a profit warning, 
despite buoyant first-half re- 
sults. The company is to cut 
costs and investment to cope 
with falling custom. 


China trades up 

The World Trade Organisation 
agreed terms for China’s en- 
try to the body after 15 years 
of negotiations. A final stum- 
bling-block over access to 
China’s booming insurance 
market was fudged to ensure a 
deal. Taiwan was also granted 
immediate membership as a 
further condition of the deal. 


As expected, the IMF and 
World Bank meetings due to 


take place in Washington next 
week were cancelled. But gov- 
ernments insist that the trade 
summit in Doha, Qatar, in No- 
vember will go ahead. 


Horst Kohler, the ıMF’s boss, 
said that its World Economic 
Outlook, to be published next 
week, will forecast that the 
world economy narrowly 
avoids a recession. 


Water, water everywhere 





RWE, a German utility, of- 
fered nearly $4.6 billion for 
American Water Works, the 
country’s biggest water com- 
pany. Last year, RWE bought 
Britain’s Thames Water as part 
of its international expansion 
plans. 


Vodafone, the world's biggest 
mobile-phone operator, 
launched a bid to take full con- 
trol of Japan Telecom by rais- 
ing its 45% in the company to 
66.7%, at a cost of up to $2 bil- 
lion. Japan Telecom owns 54% 


of j-Phone, Japan’s third-larg- 
est mobile operator. 


Interbrew, a Belgian brewer, 
was ordered by Britain’s gov- 
ernment to sell Carling, Brit- 
ain’s most popular beer, as the 
price for approval of its £2.3 
billion ($3.5 billion) takeover 
of Bass Brewers last year. In- 
terbrew had appealed against 
a previous ruling that it 
should sell all of Bass’s British 
brewing interests. 


Pirelli is seeking to renegoti- 
ate a €7 billion ($6 billion ) 
deal to take control of Tele- 
com Italia through the pur- 
chase of a 23% stake in 
Olivetti from Bell, an invest- 
ment company. Olivetti’s 
shares have crumbled to a 
quarter of their price since the 
deal was agreed. Pirelli, with 
partners Benetton, won fa- 
vourable loans worth €1 bil- 
lion ($922) from Bell, plus a 
further €1 billion from banks 
that were involved. 


SwedBank and SEB, Swe- 
den’s third- and fourth-largest 
banks respectively, aban- 
doned a merger. The European 
Commission had demanded 
more concessions than the 
pair were prepared to make. 


Other economic data and news 
can be found on pages 92-94 
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The battle ahead 


To fight will be hard. But not to fight would be worse 


T WILL be long. It will cause 
anguish and arguments, both 
with allies and with others. It 
will involve more casualties, 
both military and civilian. It is 
as hard to define the exact objec- 
tive as it will be to tell whether 
or when that objective has been 
achieved. It will be fraught with risks, both directly for the 
forces involved and indirectly for many of the governments 
and relationships that will be affected. Yet the battle that Presi- 
dent George Bush and his advisers are now planning and pre- 
paring is nevertheless a battle that cannot be avoided. It must 
be fought, and won. 

Many are afraid of the battle that lies ahead. Some are hor- 
ribly, even obscenely wrong in their reasons for objecting to it, 
notably those who blame America itself for the horrors that 
were inflicted upon it last week in New York and Washington, 
pc (see next leader). But others are understandably afraid, 
and are opposed to it for nobler-sounding reasons. They think 
retaliation would be to stoop as low as the terrorists. They 





think it would be wrong for more ordinary people to die, in Af- 


ghanistan or in a new cycle of violence elsewhere. They argue 
that it would be better to do nothing beyond self-protection, 
because that would deprive the terrorists of the satisfaction of 
having provoked a reaction, especially a reaction whose 
chances of success look daunting. They want peace, not war. 

The sad truth of human relations, however, is that you can- 
not get peace without fighting for it. Doing nothing would in- 
vite far worse consequences than doing something, perilous 
though that is. It would simply be to delay action rather than 
to avert it. It would encourage other tyrants and trouble-mak- 
ers to believe that they can mount such attacks with impunity, 
in any country in the world, for if America cannot or will not 
hit back, then perhaps nobody can. Such attacks could well 
use even more fearsome means, including biological, chemi- 
cal and nuclear weapons. It would be likely, indeed, that the 
same network of terrorists that planned last week’s attacks 
would soon mount others, killing yet more innocent people 
and sowing even more fear. For one observation by the paci- 
fists is surely true: that the terrorists do want to provoke a reac- 
tion, and will carry on their attacks until they get one. 

It is almost always wrong to dismiss terrorism as “irratio- 
nal”. The word may seem appropriate when the perpetrators 
commit suicide in order to carry out their attacks, but it is mis- 
leading: terrorism is a horribly calculated attempt to use vio- 
lence to help achieve an objective. Revenge against America 
over perceived grievances and acts in the past may doubtless 
play a part. But there is likely to be more, much more, to this act 
than that. The aim is plainly destabilisation, both of America 
itself and of the broad status quo in the world. More particu- 
larly, the aim is likely to be the destabilisation of the Middle 
East and Central Asia, to alter or even remove the presence 
there of both America and Israel, and to change or destroy the 
regimes governing the countries of that turbulent region. 

That is where the perils will be greatest. The action that 


must be taken will itself risk bringing about the very destabil- 
isation that the terrorists desire. When attempting to defeat 
one enemy it is all too easy to create others. Many of the re- 
gimes of the Middle East face opposition on their own streets 
from their own discontented people and from violent groups 
who will be quick to exploit it if the government is seen to 
back an American response that goes wrong or is considered 
to have been misdirected. That worry applies above all to 
Saudi Arabia, the richest Arab nation, home to Mecca and Me- 
dina, and base for American soldiers. Osama bin Laden, if he 
is the string-puller behind the attacks, would dearly love to see 
the Saudi regime overthrown and the bases ejected. 


Focus, with friends 

Even a perilous battle must still be fought. But how? There is 
also the peril of failure, of revealing your own impotence, 
when trying to seek out and capture or destroy an elusive ter- 
rorist network some of which may be hiding in the caves and 
mountains of Afghanistan, and some of which may be lurking 
in the cities and suburbs of your own country. That, after all, 
was the result in 1998 when the bloody bombings of two 
American embassies in Africa gave rise simply to an American 
bombardment which had no discernible effect. 

The first requirement is determination. Part of the terrorist’s 
calculation is probably that the will to fight is weak in a mod- 
ern democracy; that Americans’ support for military action 
will buckle at the sight of the first body bags, and that Euro- 
pean allies could show even less stomach for the task. Almost 
certainly, that is also the terrorists’ biggest mistake. In a war 
launched directly on Americans, on American soil, the will to 
fight back is going to be great and long-lasting. The patriotic 
mood in America last week was not bellicose, as many Euro- 
pean leftists have claimed: it was sombre, deep-seated and de- 
termined. There is certainly a risk that some European coun- 
tries may not share that determination once the fighting nears; 
some have already begun to shrink back from it. But to fail to 
support, and in some cases fight alongside, America would be 
folly, grand scale: it would not only encourage further terror, 
but would also shatter American willingness to do anything 
to help defend Europe in the future. 

The second requirement is a sense of priorities. President 
Bush and others have been right to say that the enemy is not 
just the terrorists themselves but also those countries that har- 
bour and foster them. But the more ambitious the effort, the 
less likely it is to succeed. No commander likes to fight on sev- 
eral fronts at once. President Bush will need to choose what his 
top priority should be—probably Osama bin Laden and his 
network (see page 17)—and focus first on that, rather than em- 
barking immediately upon a wider war. 

The third requirement is patience. This is not a task that can 
be completed quickly, nor is it one in which military means 
alone will suffice. America needs not only military allies 
among its usual friends in NATO, but also support from the Is- 
lamic states that surround Afghanistan and other hosts of ter- 
rorism, and from all countries through which the terrorists or- 
ganise their finances and their logistics. Ideally, America »» 
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> would first cut off the network’s nourishment, then isolate it ment of some sort, the real job is likely to be done by highly 


and its leaders, and then move in to defeat it. Diplomacy, to 
elicit or induce co-operation from many countries, is therefore 
going to be vital (see pages 13-16). 

That is most vital of all for the fourth requirement: intelli- 
gence. In this difficult, tortuous task, the word counts in both 
of its senses. With regional allies, it is the second sense, of es- 
pionage and information, that matters most. To reach those 
terrorists who are hiding in Afghanistan or elsewhere, Ameri- 
can forces will need both to learn where they are and to be 
able to get there quickly. They therefore need help from other 
countries’ intelligence services, as well as co-operation to be 
able to base their forces near to the terrorists’ hiding places. 

Although military action may begin with aerial bombard- 


mobile special forces, mounting attacks from a number of dif- 
ferent bases. It will not be a big, set-piece battle like the Gulf 
war. Nor willit be a battle in which there is one clear opponent 
to be fought and vanquished: defeats will have to be meted 
out, on terrorist bands and, quite probably, on their Taliban 
hosts. Such victories will be necessary, both to deter enemies 
and to encourage supporters, but they will not add up to an ul- 
timate victory, for terrorist networks are too fragmented and 
insidious for that. What the deaths of more than 5,000 people 
showed, on September 11th, was that we will always be vul- 
nerable to extremists’ acts, however sophisticated our technol- 
ogy or our society. The price of liberty, as Thomas Jefferson 
pointed out two centuries ago, is eternal vigilance. m 





The causes 


The roots of hatred 


Whatever its mistakes, the idea that America brought the onslaught upon itself is absurd 


HO is to blame? The sim- 

ple answer-—the suicide at- 
y tackers, and those behind 
g them-is hardly adequate, just 
as it would hardly be adequate 
simply to blame Hitler and his 
~ henchmen for the second world 
war, without mentioning the 
Treaty of Versailles or Weimar inflation. But that does not ex- 
culpate the perpetrators of last week’s onslaught, just as the 
Versailles treaty does not excuse Auschwitz: whatever their 
grievances, nothing could excuse an attack of such ferocity 
and size. So what explains it? A surprising number of people, 
and not just gullible fanatics looking for someone to hold 
responsible for the hopelessness of their lives, believe that toa 
greater or lesser extent America has reaped as it sowed. 

If this charge is to be taken at all seriously, it must first be 
separated from the general anti-Americanism fashionable in 
some left-wing circles in Europe, say, or even Latin America. It 
may be reasonable to dislike the death penalty, a society so 
ready to tolerate guns, even the vigour of a culture that finds its 
expression in unpretentious movies and McDonald's ham- 
burgers, but none of these could conceivably explain, let alone 
justify, a single act of terrorism. Similarly, though globalisa- 
tion clearly arouses fury among protesters, and concern 
among some more moderate critics, it would be ridiculous to 
think that last week’s attack was prompted by any American 
antipathy towards welfare payments, closed economies or re- 
straints on speculative capital movements. 

The charge that in politics the United States is arrogant, 
even hypocritical, may deserve more notice. America has re- 
cently brushed aside some good international agreements (on 
nuclear testing, for example, a world criminal court, land 
mines), as well as dismissing some bad ones (the Kyoto con- 
vention on global warming) with an insouciance unbecoming 
to the world’s biggest producer of greenhouse gases. Its under- 
standable determination to pursue a missile shield threatens 
to upend the system of deterrence and arms control that has 
so far saved the world from nuclear Armageddon. It has re- 
fused to pay its dues to the United Nations, even as it has cutits 
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aid for the world’s poorest. Its eagerness to prosecute African 
and Balkan war criminals while refusing to allow its own na- 
tionals to submit to an international court has made it seem 
unwilling to hold itself to the standards it imposes on others. 

Were these actions unwise? Possibly. Have they caused re- 
sentment? Yes. But could that resentment plausibly have moti- 
vated a single one of last week’s suicide attackers? No. 


The seeds of discord 

Perhaps it would be more profitable to look deeper into the 
past. During the half-century of the cold war, the United States 
undoubtedly subordinated principles as well as causes to the 
overriding concern of defeating communism. The great up- 
holder of laws at home was happy to trash them abroad, 
whether invading Grenada or mining Nicaraguan harbours. It 
propped up caudillos in Latin America, backed tyrants in Af- 
rica and Asia, promoted coups in the Middle East. More re- 
cently, it has been willing to kick invaders out of Kuwait, to 
strike at ruthless states like Libya and Iraq and, moreover, to go 
on trying to contain them with sanctions and, in Iraq’s case, 
with almost incessant bombardment. Isit here perhaps—espe- 
cially in the Middle East—that America has gone wrong? 

No. The Economist has not been an uncritical supporter of 
American policy in the Middle East. We have been more ready 
to argue the Palestinian case than have recent administrations 
and believe that the United States could sometimes have done 
more to restrain Israel. We have also pointed out that the pol- 
icy of sanctions against Iraq, whatever its intention, in practice 
punishes innocent Iragis and thus allows Saddam Hussein to 
blame the West, notably America, for the deaths of thousands 
of Iraqi children. Perhaps nothing does more to fuel anti- 
American resentmentin the Arab world. Such criticisms as we 
have made, however, in no way imply that we think America 
was wrong to fight the Gulf war or to try to disarm Saddam af- 
terwards. It was also right to stand by Saudi Arabia as an ally, 
however much that annoyed zealots. Similarly, whatever Is- 
rael’s mistakes, America can hardly be accused of having 
failed to try to bring it to a peace: every administration of re- 
cent years has attempted to bring the two sides together, and 
none has come closer than Bill Clinton's last year. 
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America defends its interests, sometimes skilfully, some- 
times clumsily, just as other countries do. Since power, like na- 
ture, abhors a vacuum, it steps into places where disorder 
reigns. On the whole, it should do so more, not less, often. Of 
all the great powers in history, it is probably the least territo- 
rial, the most idealistic. Muslims in particular should note that 
the armed interventions in Bosnia and Kosovo, both led by 
America, were attacks on Christian regimes in support of Mus- 
lim victims. In neither did the United States stand to make any 
material gain; in neither were its vital interests, conventionally 


defined, at stake. Those who criticise America’s leadership of 
the world’s capitalist system—a far from perfect affair—should 
remember that it has brought more wealth and better living 
standards to more people than any other in history. And those 
who regret America’s triumph in the cold war should stop to 
think how the world would look if the Soviet Union had won. 
America’s policies may have earned it enemies. But in truth, it 
is difficult to find plausible explanations for the virulence of 
last week's attacks, except in the envy, hatred and moral con- 
fusion of those who plotted and perpetrated them. = 





The economic aftermath 


More pain ahead 


Despite this week’s interest-rate cuts, the economic outlook remains murky 


N THE immediate wake of the 

assault on America, it seemed 
positively callous to think about 
its economic impact. But as 
America celebrated the trium- 
phantly smooth reopening of its 
stockmarkets this week, bad 
economic news could no longer 
be mT) The world’s centil banks, led by the Federal Re- 
serve, tried a pre-emptive move by making the first co-ordi- 
nated series of interest-rate cuts since the 1987 stockmarket 
crash. But the markets were right not to be much impressed, 
and to mark prices down sharply (see page 61). 

This is not because the attacks will themselves have such 
dire economic effects. The trouble is that they came at such a 
fragile moment for the American and world economies. The 
University of Michigan survey, taken before the attacks but 
published afterwards, showed American consumer confi- 
dence at its lowest level for eight years. And that was just one 
of a raft of recent indicators suggesting that the American 
economy was heading into recession even before September 
1th. Now consumer confidence is likely to slip further. And 
the news beyond America is also bad. Indeed, since the 
world’s economies are unusually synchronised at present, the 
sharp slowdown in America means that the global economy 
is on the verge of its first recession since 1990. 
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To the rescue? 

What should governments and central banks do? This week’s 
interest-rate cuts were sensible and even, in the case of Europe, 
overdue. So was the belated conversion to monetary relax- 
ation by the Bank of Japan, though it needs to do more still. 
Over the next few weeks, more monetary easing is likely to be 
needed. Yet, although the full impact of the Fed’s interest-rate 
cuts so far this year has still not been felt, looser monetary pol- 
icy alone is unlikely to be enough to fend off recession. Unlike 
previous recessions since the second world war, which were 
mostly demand-led, this one reflects a credit and investment 
bust that will take longer to work through the system. 

If monetary easing by central banks will not be enough, 
that puts more of a burden on governments. Fiscal policy, in 
particular, should be used to cushion the impact of recession. 
Fortunately, in both Europe and America, inflationary pres- 
sures are extremely low and public finances are healthy. Now 


is not the time to heed hair-shirt philosophies that might artifi- 
cially constrain fiscal policy, such as Europe's “stability pact” 
or America’s Social Security “lock-box”. With the risks to the 
world economy so clearly on the downside, it would be better 
for most governments to err on the side of too much fiscal 
stimulus than too little. The gloomy outlook also makes it 
even more important that governments should nourish the 
free trade that has been at the heart of post-war growth: the 
need for a new trade round to be launched in Dohain Novem- 
ber is more pressing than ever. 

The other big issue for governments to think through is 
whether, and how far, they should come to the rescue of 
industries and businesses that are suffering in the aftermath of 
the terrorist attacks. This is most acute for the airlines, for 
which the American governmentis preparing a large aid pack- 
age (see page 57). But other businesses, from hotels to aero- 
space to insurance, may be next in line to seek help. 

In a few specific cases, notably the airlines, there is a case 
for temporary, well-directed public subsidy. America cannot 
afford to let several of its big airlines go under simultaneously, 
for the effect on jobs and confidence could be too great. The 
government should compensate the carriers for the time 
when they were grounded, and it should also take on the bur- 
den of paying for tighter security at airports. But there is a dan- 
ger in too much indiscriminate support: it would freeze the air- 
lines in their present form, with their current capacity, and 
reduce competition, at a time when the right response is prob- 
ably to shrink the industry. It would be better to allow most 
airlines to go into chapter 11 bankruptcy than to use subsidies 
to keep some of them out of it. If the number and size of air- 
lines in America and Europe needs to be cut, governments 
should not prevent that from happening. 

A similar message holds elsewhere. Ahead of the reopen- 
ing of the stockmarkets, for instance, regulators relaxed sev- 
eral rules on such things as share buybacks, in the hope of 
propping up share prices. But stockmarkets need to fall, not 
just to reflect the prospect of recession but also to correct their 
previous Overvaluation. More generally, the American and 
world economies are suffering from overcapacity. Although 
governments should soften the pain of recession so far as they 
can by expanding demand, market forces are the best way to 
eliminate excesses in supply. They are also the best response 
to an attack that was, in one sense, aimed at the free-market 
system itself. m 
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Allies in search of a strategy 


LONDON AND WASHINGTON, DC 


First, build the coalition. Then, think what to do 


WO days after the destruction of the 

World Trade Centre in New York and 
the simultaneous assault on America’s 
military nerve centre, the Pentagon, Presi- 
dent George Bush declared the United 
States to be “at war” with international ter- 
rorism. He enjoined America’s soldiers, 
and with them the American people, to 
“get ready” for military conflict and for fur- 
ther sacrifice. At the memorial service in 
Washington’s National Cathedral for the 
close to 6,000 victims of the bloodiest ter- 
rorist assault in history, the leader of the 
world’s most powerful country declared 
that this conflict, “begun on the timing and 
terms of others...will end in a way, and at 
an hour, of our choosing.” 

Mr Bush picked his words to send a 
message of resolve not just to America but 
to the world. But what does it mean to be at 
war with terrorism? Who are the enemy? 
What are the right tools, and what is the 
best strategy, to fight them with? If this is 
indeed to be the first war of the 21st cen- 
tury, is victory possible against an enemy 
that demands neither territory nor any 
other recognisable war booty, and seeks 
only the maximum possible destruction 
with no calculation of restraint? And what 
might such a victory look like? 

Mr Bush’s immediate target is clear. 
This week he called on the Taliban, the rul- 
ers of Afghanistan, to hand over Osama 
bin Laden, the fugitive terrorist leader they 


have long sheltered—or else. He wanted 
Mr bin Laden, he said, “dead or alive”. 
Other western intelligence agencies con- 
cur with the initial judgment of America’s: 
that all the evidence gathered so far points 
to Mr bin Laden as the prime suspect. 

But even getting at him, let alone the 
loosely-knit and widely-dispersed terro- 
rist network over which he presides, will 
not be easy (see next article). Earlier this 
week, a high-level Pakistani delegation, 
given special United Nations dispensation 
to break the international embargo and tra- 
vel to Afghanistan to try to talk the Taliban 
into handing him over, left Kabul empty- 
handed. Amid calls for Afghanistan to re- 
new its jihad (“struggle” or “holy war”) 
against America, the country’s highest- 
ranking Islamic clerics, summoned by 
their leader, Mullah Muhammad Omar, to 
respond to the mounting pressure from the 
outside world, said that Mr bin Laden 
should leave voluntarily. Mr Bush is un- 
likely to wait long before striking back at 
the man and the organisation he suspects 
of causing the greatest number of casual- 
ties on American territory in a single day 
since the civil war, and at the country that 
harbours him. On September 20th, 100 ex- 
tra American war planes were moved to 
the Gulf in preparation for action. 

In that strict sense, America is not only 
sounding, but acting, asif itis going to war. 
Reserves are being called up. Congress has 
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passed a resolution giving the president 
power to “use all necessary and appropri- 
ate force” against any individual, organisa- 
tion or country that played any role in last 
week's attacks, and allowing for pre-emp- 
tive strikes to prevent any more. It has al- 
ready appropriated $20 billion for that 
purpose, on top of the $20 billion assigned 
for rescue and clean-up operations at 
home. Public opinion is overwhelmingly 
in favour of military action against terro- 
rists, though more nervous of using force 
against states that sponsor them. 

International opinion is a little more va- 
ried. Even those countries that back Amer- 
ica to the hilt are calling for coolness and 
deliberation before military action is 
taken. Others, such as Russia and China, 
want nothing to be done without the ap- 
proval of the UN Security Council. 

But NATO responded last week by in- 
voking, for the first time in its 52-year his- 
tory, Article 5 of its founding treaty, which 
declares the attack on America to be an at- 
tack on the alliance as a whole, and en- 
ables America to call on its allies for mili- 
tary support. And few would argue that 
America does not have the legal right, un- 
der Article 51 of the UN charter, to strike 
back at its tormentors. The United States is 
naturally reserving the right to take unilat- 
eral action; but talks are under way with 
many countries, from America’s close al- 
lies in Europe to Islamic Pakistan and some >> 





> of the countries of Central Asia and even 
farther-flung Australia, to gather the mili- 
tary support, access to bases and over- 
flight rights that America may need. 

Retaliation may indeed be justified and 
necessary—if only to persuade the world, 
and especially other would-be terrorist 
groups, of the strength of America’s deter- 
mination to fight back after such devastat- 
ing attacks on its territory, its values and its 
institutions. But the struggle America is 
preparing to wage will be long, complex 
and dangerous. President Bush has madeit 
clear that this is not just a war against the 
terrorists responsible for last week’s atroc- 
ities, but against terrorism itself. 


Needed: allies inside Islam 

That is why this will be unlike any other 
war America has fought. Mr Bush has 
called it a “crusade”, a word with just the 
bruising overtones that some Islamic ex- 
tremists have used in the past to justify 
their murderous assault on America and 
allit represents. Yet the president has no in- 
tention of declaring war on the Islamic 
world. On the contrary, he is now hoping 
for direct help from a number of its govern- 
ments, from the Middle East to Asia, in iso- 
lating and eventually eliminating groups, 
such as Mr bin Laden’s, that use Islam as a 
cover for their crimes. However, both he 
and his senior officials have given warning 
that America will go after not only terrorist 
groups but also the governments that 
sponsor or support them. 

Apart from Afghanistan itself, Amer- 
ica’s list of “the usual suspects” in the terro- 
rism business has long included Iran, Iraq, 
Libya, Syria, North Korea, Sudan and 
Cuba. Since last week’s attacks, the deputy 
secretary of defence, Paul Wolfowitz, has 
talked of “ending” states which sponsor 
terrorism. If it refused to hand over Mr bin 
Laden and his associates, Afghanistan’s re- 
gime would be one obvious target. 

Might Iraq be another? In the past there 
have been reported links between Iraq 
and Mr bin Laden. So far, there is no clear 
evidence of Iraqi involvement in last 
week's carnage. If more were to emerge, 
America would have little compunction 
about attacking a regime that is thought to 
be rebuilding its illegal chemical, biologi- 
cal and possibly nuclear weapons. 

Yet most of the states on America’s list— 
Iraq stands out as the exception—have con- 
demned last week’s attacks. For the first 
time in more than 20 years, worshippers in 
Iran failed to chant “Death to America!” at 
the start of their Friday prayers. Words of 
condolence come naturally in the after- 
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It could be London, Paris, Canberra... 
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math of ferocious acts of terrorism. Yet this 
could be a chance for America to find com- 
mon ground with old foes such as Iran to 
end some of their official and unofficial 
support for groups with terrorist connec- 
tions—a first victory, perhaps, for Amer- 
ica’s will to prosecute this new war. 

Will Mr Bush’s chosen tools be di- 
plomacy or force? He will need both. Mili- 
tary pressure—and possible military 
strikes—on Afghanistan would not just as- 
suage Americans’ demands for retaliation, 
but might help to deter some governments 
from further aid to Mr bin Laden’s group or 
others bent on terrorism. Yet his senior 
aides admit that military strikes—even a 
whole series of them—cannot win a war 
with an aim as all-embracing as this one. 
Indeed, unless America is prepared to 
alienate wide swathes of the moderate 
Muslim world, by launching military at- 
tacks against any country suspected of 
having terrorists somewhere on its terri- 
tory, the direct military options available 
to America may soon come to seem rather 
limited. 

Pinprick missile attacks against terrorist 
training camps in Afghanistan and a sus- 
pected chemical-weapons plant in Sudan, 
launched by President Bill Clinton in 1998 
after attacks on the American embassies in 
Kenya and Tanzania, did nothing to deter 
Mr bin Laden and his followers. Neither 
have Russia’s scorched-earth tactics 
against rebels (Russia calls them terrorists) 
in Chechnya, which have reduced that 
country to rubble. And would the targets 
be the 1,000 or so operatives thought to be 
in Mr bin Laden’s al-Qaeda network 
worldwide, or the wider universe of terror 
organisations, including Islamic Jihad and 
Hamas in Palestine? If simply killing terro- 
rists were enough, Israel would by now be 
the safest country on earth. 

Amid all the talk of war, it has been left 





to Colin Powell, the secretary of state, to 
spell out the beginnings of a broader strat- 
egy. He has called for “a campaign that 
goes after not just retaliatory satisfaction, 
but goes after eliminating this threat by rip- 
ping it up, by going after its finances, by go- 
ing after its infrastructure, by making sure 
we're applying all the intelligence assets 
we can to finding what they are up to.” 
And the measure of its success? “No more 
attacks like this against the United States 
and our interests around the world.” 

In this campaign, as in the narrower 
military one that is about to be unleashed, 
America will need allies. But to qualify asa 
friend of America’s, revulsion and words 
of moral support will not be enough. Mr 
Powell has talked of a “new benchmark”: 
how governments now respond to Amer- 
ica’s requests for help in the war against 
terrorism “will be a means by which we 
measure our relationship with them in the 
future.” 


Cold war parallels 

In many ways, the nearest parallel to 
America’s new thinking is the determina- 
tion to contain communism that marked 
the cold war. This was an equally all- 
embracing struggle that had military, dip- 
lomatic, economic and ideological ele- 
ments. Of course, the cold war was also a 
classic military stand-off which ended 
when the Soviet block finally threw off 
communism. Islam, by contrast, is here to 
stay, and many of its adherents are as 
shocked as the rest of the world at the bar- 
barity of the crimes just committed in its 
name. Still, as a way of viewing the out- 
side world, the fight against terrorism may 
now come to represent for America what 
the cold war did for much of the second 
half of the 20th century: a means of order- 
ing defence priorities and national bud- 
gets at home; a way of organising military, »» 





> political and diplomatic power abroad; a 
new focus for old institutions and an orga- 
nising concept for new ones. Above all, a 
way of telling friend from foe. 

Some have understood this more 
clearly than others. America has been par- 
ticularly pleased with the support it has re- 
ceived from Pakistan. That country’s 
leader, General Pervez Musharraf, was 
quick to offer America assistance, both in 
pressing the Taliban to give up Mr bin 
Laden and in offering America use of its air 
space and other support. Pakistan, through 
its links with Afghanistan, will have a ma- 
jor role if military efforts are made to dis- 
lodge the Taliban from power. 

By helping America, Pakistan is taking a 
risk (see page 29). Its own Islamic militants 
have close connections to Afghanistan's 
mullahs, and American military action 
could cause a backlash inside Pakistan. But 
Mr Musharraf understood that this was 
the moment he had to choose sides, and 
has made sterling efforts to induce his peo- 
ple to accept that. 

If Pakistan is ever to get out from under 
its mountain of debt and achieve a degree 
of political stability, it needs the economic 
support of the West. Japan has already sug- 
gested it may resume some of the aid to 
Pakistan that was cut off after the Indian 
and Pakistani nuclear tests in 1998. Amer- 
ica may do the same. And at a time when 
Pakistan’s great rival, India, has been seek- 
ing a new connection with America, Mr 
Musharraf has a much-needed opportu- 
nity to strengthen his own American links. 
Help with the war against terrorism could 
earn Pakistan some American sympathy 
in its argument with India over Kashmir. 
At the least, Pakistan's response to the 
events of the past week may have cor- 
rected what Pakistan saw as a dangerous 
western tilt towards India. But Pakistan, 
like other countries, can expect to come 
under pressure to clamp down on its own 
extremists. 

Other countries will face hard deci- 
sions, too. Israel and the Palestinians have 
been pressed to accept a ceasefire and 
open talks that could dampen down their 
months of fighting; America wants noth- 
ing to get in the way of its efforts to rally 
Arab support to the anti-terrorist cause. 
Saudi Arabia has long supported Amer- 
ica’s presence in the Gulf, while trying to 
protect its own regime by funnelling 
money to fundamentalist groups, includ- 
ing some in Pakistan. This has indirectly 
helped to finance outfits like Mr bin 
Laden’s. Pressure to end this practice could 
put Saudi Arabia’s stability at risk. But dif- 


ficult calculations will have to be made by 
many governments—including America’s. 

Puzzlingly, for an administration that 
came to office vowing to nurture old 
friendships and alliances, Mr Bush's team 
had seemed to spend its first months doing 
the opposite. Its decision to abandon the 
Kyoto protocol on global warming irritated 
many of its friends. So did its readiness to 
set aside the Anti-Ballistic Missile (ABM) 
treaty, and its reluctance to accept the con- 
straints of multilateral arms-control agree- 
ments. America, it seemed, was prepared 
to operate on its own: happy if others 
wanted to tag along, unconcerned if they 
did not. Will this now change? 


Holding on to friends 

The Bush administration is already mak- 
ing better use of the international tools 
that are available. Although America will 
not submit its military plans to the UN Se- 
curity Council for approval, it has moved 
quickly to speed payment of its long- 
standing financial arrears to the organisa- 
tion, giving its new ambassador, John Neg- 
roponte, a cleaner diplomatic slate for 
gathering support in the fight against terro- 
rism. The strong condemnation of the ter- 
rorist attacks by both the Security Council 
and the General Assembly has been ap- 
preciated. Among the UN conventions al- 
ready on the books or under debate are a 
number designed specifically to combat 
terrorism. These include one, adopted in 
1999, to help end the financing of terrorist 
organisations. America is likely to press 
more countries to put their names to this. 
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Britain and Russia both failed to beat them 


If nothing else, the assaults on the 
World Trade Centre and the Pentagon have 
demonstrated to Americans that they can- 
not simply look to their own defences and 
forget the world outside. An international 
terrorist onslaught needs an international 
response. Can America pull together such 
a coalition, and sustain it? Over the next 
few weeks there will be more at stake than 
Afghanistan and Mr bin Laden. 

Right now, America seems to have 
more staunch friends and sympathisers 
than Mr Bush knows what to do with. 
France’s president, Jacques Chirac, and 
Britain’s prime minister, Tony Blair, were 
both in Washington to confer with Mr 
Bush this week. These are allies who not 
only posess the most deployable military 
forces in Europe, should America need 
them, but also have influence in parts of 
the world, from Europe to the Middle East 
and Asia, that will be equally useful if 
America’s diplomats are to turn the co- 
alition of sympathisers into something 
more useful and enduring. 

Yet there is still worry about the pos- 
sibility of America going it alone. Despite 
the strong political and emotional support 
provided by the allies over the past week, a 
number of European politicians have said 
that this does not amount to a “blank 
cheque” for anything America may now 
wish to do. Both Mr Chirac and Mr Blair 
will have wanted to impress on Mr Bush 
this week the need for a measured and pro- 
portionate response, and for a readiness to 
listen to the concerns of allies. The wider 
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> attacks are, should they come, the harder it 
will be to keep some of America’s Euro- 
pean allies on board. Yet, if cracks were to 
appear in the support for America from its 
NATO allies, the effects could be disas- 
trous—for both. The worry in Europe is that 
this danger may be less obvious to the ad- 
ministration in Washington than itis to on- 
lookers in London, Paris or Berlin. 

Assuming that these dangers can be 
avoided, how might the change in Amer- 
ica’s thinking affect the balance of its rela- 
tions with the other two big powers, Rus- 
sia and China? Both have long shared 
America’s concern with the fundamental- 
ist threat emanating from Afghanistan, 
and have condemned last week’s attacks. 
Yet both have their differences with Amer- 
ica. Will this be taken as a time to narrow 
these, or exploit them? 

Russia’s reaction has been ambivalent. 
Its defence minister, Sergei Ivanov, was 
quick to refuse America access to military 
bases in Central Asia on the borders with 
Afghanistan—too quick, given that these 
bases are in supposedly sovereign coun- 
tries. Uzbekistan has since sounded more 
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A tough set of choices 
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ready to accommodate any American re- 
quests for help; Tajikistan, more closely 
under Russia’s thumb, has said little. 

Yet Russia’s diplomats can also see 
some opportunities for their country in co- 
operating with America. Russia has long 
bristled at western criticism of its brutal 
war in Chechnya, and is clearly hoping 
that this will now subside if it makes com- 
mon diplomatic cause with America 
against Islamic terrorism. It remains to be 
seen whether Russia will also now temper 
its support in the Security Council for lift- 
ing sanctions on Iraq. 

Vladimir Putin, Russia’s president, had 
already agreed to talk to America about 
new understandings that might amend 
the ABM treaty and allow America room 
to explore anti-missile defences. Although 
such defences could not have stopped the 
recent terrorist attacks, America is unlikely 
to abandon its quest for them. Indeed, its 
concern about future threats from unpre- 
dictably violent countries and people who 
are attempting to acquire long-range mis- 
siles is naturally going to intensify. So too 
will pressure on Russia to tighten the loop- 
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holes in its export controls that have 
repeatedly allowed missile and related 
technologies to slip through the net. 

So far, Russia has been part of the pro- 
blem. Can it now become part of the sol- 
ution? Mr Putin may yet be hoping that, in 
return for Russia’s co-operation in the war 
against terrorism and a readiness to strike a 
new strategic bargain over nuclear weap- 
ons and missile defences, America will 
heed Russian concerns by delaying or 
abandoning any plans to bring the Baltic 
states into an enlarged NATO. 

The Chinese reaction has been even 
more ambivalent. As expected, China has 
called formally for America to act only 
with the approval of the UN Security 
Council (where China, like Russia, has a 
veto). Yet it is unlikely to press the matter. It 
has a keen interest in ending Afghanistan’s 
role as a haven for Islamic terrorists, not 
least because it sees that as the source of 
much instability around the region, in- 
cluding in its own Xinjiang province. And 
it has an interest in improving ties with 
America after the collision in April be- 
tween a Chinese fighter and an American 
surveillance plane off the Chinese coast. 

China, too, has its own agenda. This 
week it pointedly called for America to 
help in its fight against “separatism”—a dig 
at continued American support for Tai- 
wan. Despite official promises to the con- 
trary, Chinese firms are as active as ever in 
supplying illicit technology to dodgy cus- 
tomers who may one day add to the threat 
the world now faces. America would like 
more co-operation from China in the fight 
against terrorism. But few people doubt 
that, in the longer run, America and China 
will remain rivals in Asia. 


Outward, look 

America has been redefined by disaster 
three times in the past 75 years. The first 
was in 1929, when the Wall Street crash be- 
gan a decade of depression at home and 
isolationism abroad. That was halted by 
the second disaster: the Japanese attack on 
Pearl Harbour. Eventually, once war 
ended, the country saw 50 years of unpar- 
alleled domestic wealth and international 
engagement. This could be the third shock. 
There is clearly a risk that America could 
turn inward, driven by emotional horror at 
the evil the outside world can do. Yet, to 
judge by the first rallying of both govern- 
ment and people, almost the reverse is 
happening. America is seeing this tragedy 
as areason to provide renewed leadership, 
to become engaged abroad, and to look 
resolutely outward for friends. = 





Osama bin Laden's network 


The spider in the web 


A trickier enemy is hard to imagine 


O MILLIONS of people in the western 

world, he has come to be viewed as the 
personification of evil. On the streets of 
Cairo, in the mountains of northern Pak- 
istan, and even in the air-conditioned lux- 
ury of his native Saudi Arabia, he has 
many admirers, both open and secret. 

But for foes and supporters alike, there 
is much about Osama bin Laden, the man 
at the centre of a network of Islamist vio- 
lence spanning 40 countries, that remains 
enigmatic and contradictory. He was born 
in the heart of Saudi Arabia's privileged 
elite, but is now its harshest critic. As a 
young man, he became a popular figure 
within that elite because of his prominent 
role in the American-backed effort to suc- 
cour the rebels who were battling Soviet 
forces in Afghanistan. But for at least the 
past 11 years—since American troops ar- 
rived in his country to wrest control of Ku- 
wait from the Iraqis, and then stayed on 
after that war was won-—he has regarded 
the United States and its allies with un- 
qualified hatred. 

His own religious roots are in the Sunni 
branch of Islam, and some of his followers 
have a history of bitter conflict with fol- 
lowers of Shia Islam, whose biggest 
stronghold is Iran. But he has insisted that 
differences within the Islamic world 
should be set aside for the sake of the 
broader struggle against western and Jew- 
ish interests. American officials say there is 
clear evidence of tactical co-operation be- 


tween his organisation, al-Qaeda, the gov- 
ernment of Iran, and Iran's proxies in Leb- 
anon, the Hizbullah group. From the early 
1990s, members of his group and its Egyp- 
tian allies were being sent to Lebanon to 
receive training from Hizbullah: an un- 
usual example of Sunni-Shia co-operation 
in the broader anti-western struggle. 
Thousands of would-be Islamist fight- 
ers from at least a dozen countries have re- 
ceived training at camps which he set up, 
at first in Sudan and, since 1996, in Af- 
ghanistan. But by no means all the benefi- 
ciaries of this training are under his con- 
trol. And, to judge from the evidence that 
has emerged from three big trials in Amer- 
ica over the past decade, many of the peo- 
ple who implement his plans have little 
idea who their ultimate boss may be. In 
Chechnya, for example, there is evidence 
of support (in the form of explosives, logis- 
tics and advice) from Mr bin Laden for the 
ultra-militant factions. But this tactical sup- 
port for certain Chechens, according to 
Mark Galeotti, a British Russia-watcher, 
does not mean they are under his control. 


The money behind him 

Mr bin Laden was born in Riyadh in 1957, 
the 17th of the 52 children of Saudi Ara- 
bia’s most successful building magnate. 
His father, Mohammed bin Oud bin 
Laden, came from southern Yemen in 1932, 
when the kingdom's new dynasty was in- 
stalled, and rose from humble beginnings 


to become the favoured building contrac- 
tor to the royal house. 

The bin Laden group is still the king- 
dom’s biggest construction business, with 
a turnover of tens of billions of dollars. Its 
latest projects include airport facilities in 
Kuala Lumpur, a runway in Cairo and a 
vast new mosque in Medina. Its recent in- 
vestments have included a marble factory 
in Italy and a share in Iridium, a troubled 
satellite consortium. 

How much of this fortune has flowed 
into Mr bin Laden’s coffers? According to 
the State Department's list of terrorist orga- 
nisations, he is “said to have inherited ap- 
proximately $300m.” But others who 
know the Saudi royal house say this is a 
wild exaggeration. Since the early 1990s, 
he has been estranged from his family and 
from the Saudi government, which re- 
voked his citizenship in 1994. The Saudi 
authorities have frozen his bank accounts 
and his share of the bin Laden fortune has 
been confiscated. 

Some of the money lost then has, how- 
ever, been replenished. Former officials of 
the cra and the FBI say Mr bin Laden has 
been receiving secret donations from rich 
well-wishers in the Middle East and from 
Islamic charitable organisations. He may 
also take a cut from the Taliban’s sales of 
opium. Units of his organisation are be- 
lieved to raise money through financial 
and other sorts of crime. For example, Ah- 
med Ressam, an Algerian who plotted to 
bomb Los Angeles airport but later co-op- 
erated with American authorities, says he 
was given $12,000 of seed-money to set up 
his operation. When he asked for more 
cash, he was advised to finance himself by 
credit-card fraud. 

In Sudan, where he established himself 
in 1991, Mr bin Laden launched several 
companies. One of these, the Al Shamal Is- 
lamic Bank, has a full website with a list of 
correspondent banking relationships, in- 
cluding institutions in New York, Geneva, 
Paris and London. He also set up agricul- 
tural and construction companies. But 
these operations, which in the past have 
built roads in Sudan, were designed pri- 
marily to secure the favour of the govern- 
ment rather than to yield high returns, says 
Vince Cannistraro, a former head of coun- 
ter-terrorism at the CIA. 

A former associate of Mr bin Laden’s, 
Jamal al-Fadl, who fled to America after he 
was caught embezzling, described a com- 
plex operation with three committees, one 
military, one religious and one financial. 
Mr bin Laden and his supporters use busi- 


ness fronts and other means to move » 





> money secretly by wire and computer. 
Their financial sophistication is such that 
regulators and investment banks think it 
possible that they placed advantageous 
trades in the world’s stock and derivative 
markets shortly before the attack on the 
World Trade Centre. The shares of three big 
insurers, France’s AXA, Munich Re and 
Swiss Re, fell sharply in the days before. At 
the same time, volumes of put options 
(contracts that allow an investor to profit if 
shares fall below a specified level) on some 
airlines and other companies directly af- 
fected by the attack jumped beyond nor- 
mal levels. An investigation is now under 
way. 

What marks out Mr bin Laden from 
other godfathers of violence against west- 
ern and Israeli targets is the extraordinary 
breadth of his connections. Bridging per- 
sonal rivalries and ideological differences, 
he is prepared to make tactical alliances 
with almost any group that shares his 
aims: the “liberation” of his country and 
region from American troops, the replace- 
ment of pro-western regimes by militant 
Islamist ones, the defeat of Israel and the 
restoration of Muslim control over the 
holy places of Jerusalem. 

He has sometimes been described as a 
Saudi agitator with an Egyptian base. 
Among the closest partners of his move- 
ment—forged in the Pakistani city of Pesha- 
war, which was the home of the anti-So- 
viet resistance in Afghanistan—are the 
militant Islamist movements of Egypt. By 
early 1998, his core group of Afghan veter- 
ans had merged with Egyptian Islamic Ji- 
had, a Cairo-based movement which in- 
cludes the assassins of President Anwar 
Sadat in 1981. Since 1993 that group has 
avoided targets inside Egypt, but it 
bombed the Egyptian embassy in Pakistan 
and tried to bomb America’s embassy in 
Albania. As a result of the merger, the 
“consultation council” over which Mr bin 
Laden presides includes the leaders of the 
Egyptian Islamic Jihad as well as his old 
comrades from Afghanistan. 

Mr bin Laden has also co-operated 
closely with at least one wing of an even 
larger Egyptian movement, Gamaa Isla- 
miya (the Islamic Group), whose spiritual 
guide, the blind cleric Sheikh Omar Abdul 
Rahman, has been in prison in the United 
States since 1995. This group, which killed 
58 tourists in Luxor in 1997, declared a 
ceasefire in 1999, although this has since 
been renounced by the imprisoned 
sheikh. 

In February 1998 Mr bin Laden sum- 
moned a prominent Egyptian funda- 





His handiwork 


mentalist, together with leaders of three 
other ultra-radical Islamist groups, to his 
base in Afghanistan. They agreed to form a 
new umbrella organisation, the World 
Front for Jihad Against Jews and Crusad- 
ers. The leaders issued a statement assert- 
ing that America had, in effect, declared 
war against God by stationing forces on 
the holy soil of Saudi Arabia, besieging 
and bombing Iraq, and supporting Israeli 
oppression of the Palestinians. The state- 
ment concluded with a fatwa demanding 


that every Muslim comply with “God’s or- 


der to kill the Americans and plunder their 
money.” This is the imperative that drives 
Mr bin Laden. 


The making of a terrorist 
Unlike many members of the Saudi elite, 
Mr bin Laden was never educated in the 
West, nor even at a western-run college in 
the Middle East. His only exposure to a cos- 
mopolitan, western way of life was the 
two years he spent in the hedonistic atmo- 
sphere of Beirut after leaving school in 
1973. While his brothers studied abroad, 
he took his degree in engineering in his 
home city of Jeddah; and he may perhaps 
have been influenced by the view of con- 
servative clerics that Beirut’s plunge into 
bloody civil war was a divine punishment 
for its decadent way of life. 

Like tens of thousands of idealistic 
Muslims—and others—from all over the 
world, he seemed to find his vocation in 





the battle being waged by the mujahideen, 
a broad coalition of Islamic fighters di- 
vided into at least seven factions, against 
the Soviet forces that invaded Afghanistan 
in December 1979. He was uniquely well- 
placed to act as a conduit between the mu- 
jahideen and the kingdom because of his 
family’s fortune and his personal contacts 
with the Saudi elite, including Prince Turki 
bin Faisal bin Abdelaziz, who was the 
Saudi intelligence chief for 24 years until 
his abrupt and unexplained dismissal a 
few weeks ago. 

Shuttling between Peshawar, the Paki- 
stani base for the mujahideen, and Saudi 
Arabia, Mr bin Laden raised huge sums of 
money and established a “services office” 
(maktab al-khidamat) which recruited 
fighters from all over the world—including 
the United States, where his men operated 
from an office in Brooklyn. According to 
American legal documents, the services 
office had metamorphosed—as early as 
1989, the year the Russians left Afghani- 
stan—into al-Qaeda, “the base”, which 
forms the core of Mr bin Laden’s network 
of Islamist violence. 

As a supplier of the Afghan rebels, Mr 
bin Laden was indefatigable. As well as 
procuring weapons and humanitarian 
aid, he obtained bulldozers and engineer- 
ing equipment which were used to drive 
tunnels through the mountains of Af- 
ghanistan. Although most of his help was 
logistical and financial, he also saw some 
combat. In 1986 he was involved in the de- 
fence of a small village called Jadji, and in 
1989 he was spotted by John Simpson, a 
British writer and broadcaster, among the 
forces besieging Jalalabad. 

Support for the mujahideen was 
closely orchestrated between the govern- 
ments and secret services of the United 
States, Britain, Pakistan and Saudi Arabia. 
A privileged recipient of American and 
Saudi aid (distributed by the Pakistanis) 
was the militant Islamic leader Gulbuddin 
Hikmatyar, with whom Mr bin Laden, in 
turn, was closely associated. The privi- 
leged treatment of Mr Hikmatyar—re- 
garded as power-hungry and fanatical by 
other rebel groups—was viewed with 
some bafflement in the expatriate commu- 
nity in Peshawar, and it led to backroom 
arguments between American officials 
and their British partners. 

Was there any privileged relationship 
between Mr bin Laden and the Ameri- 
cans? British officials with knowledge of 
covert operations in support of the Afghan 
rebels believed there was such a relation- 
ship, although this has been vigorously de- »» 





> nied by their American counterparts. In 
any case, soon after the Soviet withdrawal 
from Afghanistan in 1989, Mr bin Laden 
became disillusioned with his erstwhile 
friends in America, Britain and the Saudi 
elite. He was dismayed by American sup- 
port for Dr Sayid Mohammed Najibullah, 
an Afghan leader whom he viewed as a 
Russian stooge; and he bitterly opposed 
the arrival of American troops in Saudi 
Arabia in August 1990. 

Emboldened by the prestige he had ac- 
quired as a powerful friend of the mujahi- 
` deen, he became increasingly vocal in his 
criticism of the Saudi leadership—and an 
embarrassment to his friends and family. 
He was expelled from Saudi Arabia in 1991 
and took refuge in Sudan, where he re- 
mained until that country, under interna- 
tional pressure, asked him to leave and re- 
turn to Afghanistan, his old stamping- 
ground. 


Foot-soldiers’ evidence 

The richest sources of publicly available 
information about Mr bin Laden, his net- 
work and methods have been a series of 
highly publicised trials in the United States 
over the past decade. Earlier this year, four 
people were convicted by a New York 
court for their roles in the August 1998 
bombing of the American embassies in 
Tanzania and Kenya, a double atrocity that 
cost 224 lives and apparently took five 
years to plan. 

The court was told that one defendant, 
Wadih el Hage, had been linked with Mr 
bin Laden during the Afghan war in the 
early 1980s; a decade later, he was ordered 
by the Saudi godfather to bring Stinger 
anti-aircraft missiles (left over from Ameri- 
can supplies to the mujahideen) from Pak- 
istan to Sudan by air. Another defendant, a 
Tanzanian called Khalfan Khamis Mo- 
hamed, had played a role in the Dar es Sa- 
laam bombing but apparently had little 
knowledge of who was ultimately or- 
chestrating it. As Peter Bergen, the author 
of a forthcoming book on the bin Laden 
network, puts it, “This confirms a pattern 
of foot-soldiers who know very little 
about the wider plan, and masterminds 
who are spirited out of the country imme- 
diately after, or even before, the attack 
takes place.” 

The other court case which provided 
much information about Islamic terror 
was that of Ramzi Yousef, who, with half a 
dozen accomplices, was convicted of 
bombing the World Trade Centre in Febru- 
ary 1993. His intention was to topple one 
tower against the other and release cya- 


nide gas at the same time. In the event, a 
bomb went off but killed “only” six peo- 
ple. 

While his junior assistants were 
quickly apprehended, Mr Yousef himself 
fled the country to Pakistan. Later he 
moved to the Philippines, where he 
teamed up with a militant Muslim move- 
ment with links to Mr bin Laden. In the 
Philippines he conspired to kill President 
Bill Clinton and Pope John Paul; then, in 
January 1995, he plotted to blow up 11 
American aircraft in a single day. The plot 
was thwarted only because of a fire in his 
Manila apartment; he was arrested a 
month later in Pakistan. 

While it seems clear that Mr Yousef had 
received support from Mr bin Laden’s net- 
work before the February 1993 bombing, 
and that he co-operated with close asso- 
ciates and allies of Mr bin Laden over the 
next two years, his precise relationship 
with the Saudi boss remains unclear. One 
American Middle East scholar, Laurie Myl- 
roie, has argued that there are strong 
grounds for believing that Mr Yousef was 
an agent of Iraq. She blames poor co-oper- 
ation between America’s Justice Depart- 
ment and intelligence agencies for the au- 
thorities’ failure to follow up the evidence. 

Whether or not Mr Yousef has an Iraqi 
connection, his story is a striking example 
of the grey area in which Mr bin Laden op- 
erates. Mr Yousef has a record of support 
for Sunni Muslim groups which bitterly 
oppose the Shia branch of Islam; Mr bin 
Laden, by contrast, believes that all Mus- 
lims should work together against their en- 
emies. Yet this did not seem to prevent Mr 





Ramzi Yousef, convicted 


Yousef from co-operating with the bin 
Laden network. 

Other tantalising details of the bin 
Laden apparatus—and the military train- 
ing it offers in Afghanistan—emerged dur- 
ing a separate hearing in New York on the 
conspiracy by a group of Algerians to set 
off a suitcase bomb at Los Angeles airport 
at the turn of the millennium. Ahmed Res- 
sam, a conspirator who gave evidence for 
the prosecution, disclosed that he had re- 
ceived six months of training at a camp in 
Afghanistan in 1998, along with volun- 
teers from many other places including Al- 
geria, Jordan, Yemen, Saudi Arabia, France 
and Chechnya. 

The witness said he had been trained in 
how to blow up the infrastructure of a 
country—“airports, railroads, large cor- 
porations” as well as how to wage urban 
warfare by blocking roads, storming build- 
ings and assassinating individuals. One of 
the men convicted in the embassy-bomb- 
ings trial, Mohamed al-Owhali, had been 
trained in the same camp, while two other 
defendants had received instruction at a 
different training-ground in Afghanistan. 


How to get him 

Officials in America and Europe believe 
that stifling Mr bin Laden’s financial net- 
work would help to stop more attacks. But 
that will be difficult. Although itis possible 
to pinpoint and freeze accounts held in 
America and Europe, seizing assets held in 
the Middle East under names not directly 
related to Mr bin Laden's organisation is 
far harder. When Mr bin Laden realised 
that intelligence agencies were pursuing 
his financial arrangements, he started to 
rely more heavily on cash, which leaves no 
trace. His global network may use an inter- 
nal credit system similar to those em- 
ployed by the Mafia and Triad gangs, says 
Magnus Ranstorp, a terrorism expert at the 
University of St Andrews. Like cash, it 
leaves no audit trail. “We will never be able 
to cut off his funds entirely,” says Mr Can- 
nistraro; “only restrict them.” 

The biggest nightmare is that Mr bin 
Laden and his associates will acquire, or 
have already acquired, biological, chemi- 
cal or even nuclear weapons. American le- 
gal documents allege that his supporters 
have been looking for nuclear materials 
since the early 1990s. Another risk, says 
bin Laden-watcher Yonah Alexander, is 
that of devastating cyber-warfare. And 
even if the man himself is somehow neu- 
tralised, plenty of militant Muslims will be 
ready to struggle on in his name—with or 
without direct orders from their hero. @ 





Islam's tensions 


Enemies within, enemies without 


CAIRO 


Islam remains a tolerant faith, despite its apparent new ferocity 


IKE every great religion, Islam is, and has 
been for all but the first of its 1,400 
years, a varied and fractious faith. Muslims 
do not differ on essentials such as the one- 
ness of God, the literalness of his word as 
voiced by Muhammad, or the duty to per- 
form prayer, charity, fasting, pilgrimage 
and jihad, which means something like 
“struggle”. There is not much debate over 
the first four of these duties, though quite a 
few Muslims choose to ignore them. But 
the last, which embraces everything from 
resisting temptation to attacking Islam's 
perceived enemies, is a much more con- 
tentious term. 

Nearly all Muslims, almost all the time, 
lean to the softer meaning. They think of ji- 
had as striving to perfect oneself, or to give 
hope to others by good example. In short, 
they get on with their lives much like any- 
one else. When the faith is under threat, 
however, some may be inspired to go fur- 
ther—to fight to expel crusaders from Pales- 
tine, say, as Muslims did in the 13th cen- 
tury, or to kick Russians out of 
Afghanistan, as they did in the 1980s. A 
few may go to greater extremes. Some, for 
example, follow the teachings of a 14th- 
century firebrand, Ibn Taymiyya, who 
stated unequivocally, “jihad against the 
disbelievers is the most noble of actions.” 
And some of these, a tiny radical minority, 
may go so far as to plot carefully, and exe- 
cute fearlessly, a suicidal slaughter of 
thousands of innocents in the name of Al- 


lah. 

Yet such a calamitous misdirection of 
energy can occur only under certain condi- 
tions. The sense that the faith is under 
threat must be strong enough, and widely 
enough perceived, to provoke real fear and 
anger. Leaders—men with the charisma 
and credibility to warp the words of Is- 
lam’s founding texts to suit their own con- 
victions—are needed to channel noble 
thoughts into ghastly deeds. There must be 
a pool of recruits who are so frustrated by, 
or so blinded to, the other options of this 
world that their minds remain concen- 
trated on the next. And there must be 
proper logistical underpinnings: easy ac- 
cess to transport, communications and in- 
formation, and skill at using them. 

Tragically for America, and just as trag- 
ically for Islam, the modern age has gener- 
ated all these conditions at once. A modi- 
cum of money and education can now 
provide anyone with the means of rapid 
movement, organisation and proselytis- 
ing, as well as the capacity to cause im- 
mense destruction. A sense of being under 
threat is now shared, to some degree, by 
many sects in many religions. From Bud- 
dhist monks to Jewish Hasidim to left- 
wing Luddites, there is no shortage of 
voices decrying such alleged ills as materi- 
alism, secularisation, sexual permissive- 
ness, or the drowning of cultural variety in 
the tide of globalisation. 

Because most such groups are mar- 


ginal, their Utopian yearnings are diluted. 
In the case of Muslims, however, history 
and numbers combine to magnify the 
grudge many hold against their present 
fate. The judgment of Samuel Huntington, 
the Harvard scholar who ignited contro- 
versy with a 1993 article entitled “The 
Clash of Civilisations”, was cruel and 
sweeping, but nonetheless acute. Today, 
he wrote, the world’s billion or so Muslims 
are “convinced of the superiority of their 
culture, and obsessed with the inferiority 
of their power.” 





Post-colonial wounds 

European colonialism was not entirely a 
bad thing. It created nations where there 
were none before, in America and Africa. It 
shocked the resilient old cultures of Asia 
into modernity, and ended up freeing In- 
dia’s Hindus from centuries of Muslim 
overlordship. But colonialism and its after- 
math fractured the Islamic world both hor- 
izontally and vertically. Rival states re- 
placed its congenially porous old empires. 
Impatient, western-minded governments 
dropped Islamic law in favour of imported 
systems. This brought genuine progress, 
yet it also cut the chain of rich tradition 
that linked present to past, and ruptured 
the old Islamic notion of unity between re- 
ligion and state which, in theory at least, 
tied the temporal to the eternal. To the pi- 
ous, Islam seemed to have been cast adrift 
from its own history. 

Modern Islamism, a term that de- 
scribes a broad range of political move- 
ments, most of them peaceable, some ag- 
gressive, is a product of this sensibility. 
From Egypt's venerable Muslim Brother- 
hood, founded in 1928, to the brutal maqui- 
sards of present-day Algeria, what unites 
these groups is a determination to save Is- 
lam, to recapture the reins of its history. 
Like the religious right in the United States, 
or for that matter in Israel, Islamists seek to 
return religion to centrality, to make faith 
the determining component of identity 
and behaviour. 

The past three decades have provided 
fertile ground for these ideas. Nearly every 
Muslim country has experienced the kind 
of social stress that generates severe doubt, 
discontent and despair. Populations have 
exploded. Cities, once the abode of the 
privileged, have been overrun by impov- 
erished, disoriented provincials. The 
authoritarian nature of many post-colo- 
nial governments, the frequent failure of 
their great plans, and their continued de- 
pendence on western money, arms and 


science have discredited their brand of sec- »» 





> ularism. The intrusion of increasingly lib- 
eral western ways, brought by radio, films, 
television, the Internet and tourism, has 
engendered schism by seducing some and 
alienating others. Growing gaps in wealth, 
both within Muslim societies and be- 
tween the poor nations of the Islamic 
world and the oil-rich Arabian Gulf, have 
spawned resentment, too. 

Islam has also suffered external 
stresses. Although the post-colonial fires 
troubling much of the globe have now 
subsided, the Muslim world’s wounds 
continue to fester. In the past decade alone 
a score of conflicts have simmered on its 
borders. These range from ethnic war in 
the Balkans, to militant insurgency in the 
Philippines, to what sometimes looks like 
anti-colonial revolts in Chechnya, Kashmir 
and the Palestinian territories. 

The Palestinian struggle, in particular, 
has stoked rage against not only Israel and 
its backers, pre-eminently the United 
States, but also the feebleness of Arab and 
Muslim governments in the face of them. 
Even conflicts that did not at first involve 
religious adversaries have, in the minds of 
many, taken on religious overtones. Amer- 
ica’s continuing strikes against Iraq and, in 
particular, the persistence of sanctions, 
have aroused widespread anger. 

This sudden accumulation of woes has 
reinforced the notion that Islam itself is 
somehow in danger. For the first time in 
the modern world, a sense of Islam as a 
whole, as a nation ora polity, has marched 
back upon the stage. 


A stiffening orthodoxy 

In response to all these pressures, the out- 
ward nature of the faith has changed. A re- 
ligion that once included diverse strands 
of mysticism, and even of mild paganism— 
especially in countries like Indonesia, 
whither Islam was borne by traders, not 
conquerors—has begun to harden around 
a very rigid textualism. Money, migrant la- 
bour and the pilgrimage to Mecca have 
spread far and wide the Saudis’ bleak des- 
ert version of Islam. To the dismay of 
many Muslims, this doctrine, one stripped 
of subtlety, nuance and compromise, is be- 
ing presented as a new orthodoxy. 

This hard-edged modern Islam has pro- 
duced a new kind of preacher. As the cler- 
ics of the Ottoman empire foresaw five 
centuries ago when they banned printing, 
the spread of literacy has ended the profes- 
sional scholars’ monopoly on interpreting 
religion. Their hold, already undermined 
by their association with unpopular re- 
gimes, is further weakened by the disper- 


sion of Muslims in small communities 


around the globe, communities that are of- 


ten isolated among non-believers. Amid 
the general dislocation, staid supporters of 
the older tolerant ways are often shouted 
down. The increasingly dominant voice is 
an angry one that sees Islam as a belea- 
guered faith, surrounded by enemies with- 
out and within. 

And yet the emotionally charged, elec- 
tronically amplified tone of today’s 
mosque sermons still has only limited 
influence. Islam remains a diverse and 
broadly tolerant faith. A growing number 
of Muslims, better educated than their 
forebears and far more exposed to alterna- 
tive ways of life through television and the 
Internet, rather like much that is on offer. 
They want a chance, naturally, to have a 
bigger share in the modern world’s mate- 
rial comforts. More important, many of 
them are attracted by the idea of individ- 
ual responsibility, the notion that each 
person has the right to think his or her own 
way through life’s problems. The Muslim 
world, in short, may be starting to grope its 
way towards its own Reformation. 

At the same time, the painful experi- 
ence of countries such as Iran, Algeria and 
Egypt has convinced many that excessive 
zeal is misguided. The Taliban’s blinkered 
atavism, for example, is abhorrent to 
nearly everyone else. Its destruction of an- 
cient Buddhist monuments earlier this 
year was condemned by virtually every 
Muslim authority in the rest of the world. 


More religious need not mean more violent 


In Arab countries generally, the ultra- 
radical fringe has seemed to be shrinking. 
Most Arab governments have long since 
recognised the threat it poses. Concerted 
and often brutal policing has decapitated 
most of the extreme groups. Some orga- 
nisations that were once considered dan- 
gerously radical, such as Lebanon's Shia 
militia, Hizbullah, have moved into the 
mainstream. Even Egypt’s Gamaa Isla- 
miya, an organisation that wrought havoc 
in the early 1990s, has renounced violence, 
although its jailed leader has since wa- 
vered. To most Muslims, the contention of 
Osama bin Laden and his followers that 
God has ordered Muslims to kill Ameri- 
cans is not only silly, but presumption bor- 
dering on heresy. 

In all but a few cases, the inroads made 
by Islamism are reflected not in violent ex- 
tremism, but in an increased religious con- 
sciousness. Muslims today are in general 
more knowledgeable about their faith, 
more attuned to its demands, and more as- 
sertive about their identity. 

But which direction does this assertive- 
ness take? Does it tend to inward jihad, or 
offensive jihad? This is a question that 
must be settled, in the long run, by the peo- 
ple of the Muslim world themselves, and 
by their success or failure at making their 
societies better ones to live in. If they suc- 
ceed, there will be no place for the bin Lad- 
ens of this world. Historically, Islam has 
reserved its greatest wrath not for outsid- 
ers, but for heretics. = 





“a Letters 


Responding to terror 


SIR - These terrorist attacks 
are an assault on American 
principles and values. But the 
Statue of Liberty, a symbol of 
American freedom, was not 
the target. What the terrorists 
hate—and what the World 
Trade Centre stood for—is an 
exalted, boastful pride ina 
prosperous, successful life. 
The twin towers were a coura- 
geous statement of pride in 
America’s unsurpassed mate- 
rial prosperity. New York city 
is home to some of America’s 
greatest businessmen. In 
honour of the prosperity 
which is their achievement, 
the twin towers must indeed 
be rebuilt—but higher. 

BLAKE SCHOLL 

Kirkland, Washington 


SIR - The world has now wo- 
ken up to the reality of the 
massive destruction that a 
small group of determined 
and resourceful fanatics can 
cause. The chance of a worse 
attack anywhere in the world, 
perhaps with biological or nu- 
clear weapons, is no longer 
the stuff of Hollywood. De- 
spite the rhetoric, there is little 
the American military can do 
in its “war” on terrorism other 
than to capture those linked to 
the attacks. Indiscriminate 
bombing of countries that 
harbour suspected terrorists 
will simply breed more ex- 
tremists seeking revenge. 

The focus should be on up- 
grading intelligence-gathering 
capabilities and tightening do- 
mestic security. America 
would also be well-advised to 
take steps to minimise the per- 
ception among many in the 
world that it is an aggressor 
state. The cause of the attack 
was not jealousy of American 
power and wealth but a deep 
resentment of what is per- 
ceived as American bullying 
and arrogance in international 
affairs. A less trigger-happy 
and hegemonistic America 
would go a long way to reduc- 
ing the terrorist threat. 

GEORGE TINTOR 
Zurich 


SIR - The financial commu- 
nity must come together and 
fight terrorism on a financial 


basis. A vital factor for any ter- 
rorist—or drug lord for that 
matter—is money. Without it 
no terrorist could carry out a 
reign of terror. If this is truly a 
war on terrorism, it must be 
fought on all fronts. All gov- 
ernments that wish to fight 
terrorism must work together 
and repeal the laws of secrecy 
on financial dealings. I am 
sure the political elite of coun- 
tries such as the Cayman Is- 
lands, Liechtenstein and 
Switzerland understand the 
need to remove the financial 
stability of terrorists. 

D. GREGORIS 

Toronto 


SIR - The United States will 
continue to lead the world in 
encouraging economic and 
political freedom. However, 
this cannot be done at the bar- 
rel of a gun. America’s mili- 
tary alliances and her forceful 
interference in the affairs of 
other nations have made it a 
target for terrorism. It is time 
for America to keep its mili- 
tary strength at home. 
MICHAEL HALL 

Decatur, Georgia 


SIR - Continuous media cov- 
erage of the attack on the 
World Trade Centre and its af- 
termath has brought a large 
proportion of people in the 
developed world both to a 
state of acute empathy with 
those who have lost loved 
ones and to the belief that 
September 11th was unique. 
Vile, unspeakable, grotesque, 
terrifying—we struggle and fail 
to find words to give due 
weight to what happened. 
And warranting a response? 
Of course. However, other re- 
cent mass killings—whether 
accidental as in Bhopal, natu- 
ral-disasters as in Guatemala 
or India, or planned as in 
Chechnya, Rwanda, Tibet, Su- 
dan or Iraq—did not receive 
such sustained media atten- 
tion and did not happen in the 
developed world. 

The destruction of the 
World Trade Centre was a ter- 
rible, depraved, large-scale 
mirror image of what is al- 
ready the experience of many 
outside the developed world: 
people, going about their nor- 
mal business, being obliter- 
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ated out of the blue by the 
planned, hostile actions of 
others. The duty of “civilised 
people” at this time is not to 
eulogise America as a bastion 
of freedom but to do all in our 
power to engender restraint, 
to ensure that America’s re- 
sponse is just, measured, effec- 
tive and not counter- 
productive, and that it does 
not mete out death and de- 
struction to those who bear 
no responsibility for Septem- 
ber 11th. 

SEB SCHMOLLER 

Sheffield 


SIR - There has not been 
enough consideration of the 
difficulties of finding and pun- 
ishing the terrorists responsi- 
ble for the attack on America, 
particularly if Osama bin 
Laden has structured his orga- 
nisation, al-Qaeda, with an ef- 
fective succession plan. Such 
shadowy organisations oper- 
ated by zealots are not new. 
The ancient Hebrew Sicarii 
and medieval Syrian Assas- 
sins were terrorists of their 
times, and even the Christian 
Knights Templar operated 
with little check on their ac- 
tions and were considered by 
their enemies (and even some 
friends) to be terrorists. In 
those times, the enemies of 
the terrorists fought for de- 
cades and centuries to defeat 
them, because even if you 
killed the leader someone just 
as effective would take his 
place. 

MORGAN RODWELL 

Calgary 


SIR - A photograph accompa- 
nying your article on the Mid- 
dle East reaction to the events 
in America (“Mixed emo- 
tions”, September 15th) high- 
lights one of the ironies in 
today’s world: the Palestinian 
boy holding an AK-47 rifle in 
celebration of the attack on 
America is wearing what ap- 
pears to be a Chicago Bears 
jersey. 

Slightly over 20 years ago 
the United States boycotted 
the Olympic Games in Mos- 
cow ostensibly to protest at 
the then Soviet Union's inva- 
sion of Afghanistan. At the 
same time, America was pro- 
viding funds for the Mujahi- 





deen groups in the country 
that begat both Osama bin 
Laden and the Taliban. 
DIEGO HOIC 

Highland Park, New Jersey 


SIR - Two arguments in your 
leader are naive (“The day the 
world changed”, September 
15th). First, that it was a politi- 
cal mistake to move the presi- 
dent around the country 
during the attack. From a mili- 
tary point of view, it would be 
beyond absurdity to move 
him into the place being at- 
tacked by unknown enemies. 
Americans would have no use 
for a dead president who 
went down in flames just to 
look good for the cameras. 
Second, that the planned 
missile-defence initiative is 
wrong because terrorists do 
not fire missiles, they fly 
planes. These zealots flew 
planes into our buildings be- 
cause, at present, they could 
not inflict the same amount of 
damage from afar. Man 
stopped fighting with swords 
when rifles were invented, 
and you can rest assured that 
he will equally stop flying 
planes into buildings when he 
can fire a vehicle-launched 
cruise missile into Europe or 
America from a dirt road in 
the third world. When this 
time comes in 30 years Or So, 
your children and grandchil- 
dren will be grateful that peo- 
ple like George Bush were in 
charge now. 
ERIC SEGARRA 
Virginia 


SIR - Terrorism is the weapon 
of the powerless. Sudden at- 
tacks on unsuspecting victims 
are its means of attack. Please 
do not call these atrocities an 
“act of war”. It will be as 
much of a war as the war on 
drugs and the war on crime. 
We can fight to eradicate ter- 
rorism, but never will this lead 
to victory. 

MARK ZELLENRATH 

Rotterdam @ 





Executive Focus 


department for 


education and skills 





PRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH & SELECTION 


CHIEF INSPECTOR OF SCHOOLS IN ENGLAND 


C. £110,000 + PERFORMANCE BONUS 


We are seeking an outstanding candidate for a key role in 
the delivery of world-class public services. As Her 
Majesty's Chief Inspector you will have the leadership, 
vision and expertise to head a substantial and complex 
organisation and operation during a period of significant 
change. You will be a key adviser to the Secretary of State 
for Education and Skills on the standards and quality of 
education and childcare and will have the capacity to 
handle the exposure of a high profile post. 


OFSTED is responsible for the delivery of high quality 
inspections of schools, funded nursery education, education 
for 16-19 year olds in further education colleges, teacher 
training, youth work and local education authorities, and 
for the regulation of child minding and childcare. 


Her Majesty the Queen will appoint the successful 
candidate for an initial term of up to five years 
commencing on 1 May 2002. 


ae Canadian Internationa! Agence canadienne de 
développement international 


Development Agency 


BASED IN LONDON 


For an information pack and details on how to apply, visit 
our website www.pwcglobal.com/executive/uk where a 
pack can be downloaded. Alternatively, call our 24-hour 
packline on 020 7804 8998 leaving your name and address 
and quoting reference 4511. Closing date for applications 
is 11 October 2001. 


Mike Phillips 

Executive Search & Selection 
PricewaterhouseCoopers 

Plumtree Court 

London EC4A 4HT 

Email: mike.j.phillips@uk.pwcglobal.com 
Fax: 020 7213 5545 


Selection for this appointment will be on merit 


by fair and open processes, taking account of 


equal opportunities. 





Canada 


A world renowned contributor to self-sustainable economic and social development for developing countries, the Canadian 
International Development Agency (CIDA) provides project support, humanitarian assistance and expert advice in more than 150 
countries around the world. CIDA contributes to Canada’s overall commitment to benefitting global communities by promoting 
social justice, international stability and long-term relationships. CIDA now seeks avant-garde thinkers to join the team of 
Scientific, Technical and Advisory Services within the Policy Branch in Ottawa, Canada, as... 


Principal Advisor, Education (file #E01695) 
Principal Advisor, Health, Population & Nutrition (file #£01698) 


Providing world class expert technical advice and sectoral leadership in the area of Education or Health, you will 
support CIDA in corporate development thinking and the achievement of international development targets through assis- 
tance programs and policies. For a full statement of qualifications please visit our web site at: www.renaudfoster.com 
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Your superior leadership, management skills, political savvy and extensive networking skills, allow you to communi- 
cate effectively in a variety of cultural settings. Successful candidates will have the opportunity to lead the transformation 
of the goals, policies and vision of CIDA’s priorities in Health and Education into reality. 


Bilingualism in English and French is preferred. You must be a Canadian citizen to apply. Please forward your 
curriculum vitae to Renaud Foster via fax or E-mail, by 19 October, quoting the respective file numbers. 





f www renauctoster.com 


100 Sparks Street, Suite 550, Ottawa, Canada K1P 5B7 Fax: (613) 231-6663 E-mail: documents@renaudfoster.com 
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HE GOVERNMENT 
THE M OF 
LESOTHO 








The government of the Kingdom of Lesotho seeks the services of the 
ADVISOR to advise and work with the Ministry of Communications 
for the period of two years beginning January 2002. The scope of 
work for the ADVISOR covers the following areas: 


Q Assist in drawing policy guidelines on Internet Policy, Broadcasting and 
Internet Media Delivery. 

U Provide guidelines for seamless multi-platform integration of technologies. 

Q Assist with the implementation, monitoring and review of the existing 
Telecommunications Policy taking cognisance of the aspects of convergence 

in technology content, conveyance aspects and virtual carriers. 


The ADVISOR will further be expected to perform the following tasks: 


© Undertake such relevant advisory services as may be assigned by the 
Principal Secretary. 

Plan and appraise the projects related to Telecommunications. 

Q Design relevant programs to oversee implementation of the Policy. 

© Advise on the impact of convergence in technologies on existing, planned 
and future programmes. 

Q Assist with capacity building on Policy formulation, analysis, and monitoring 

within the Ministry of Communications. 









The ADVISOR will be expected to produce the following outputs (in hard and 
electronic versions) during and after the term in office to the Ministry of 
Communications with copies to the World Bank: 





An inception report at the end of the first month of the assignment. 
© Quarterly status reports incorporating all aspects including training. 
GJ Drafts and final versions of all documentation. 

m A final Report at the end of the assignment. 

I Terms of reference for additional consultancies that may be required. 


Reuirements 


The ADVISOR must have relevant and practical experience in 
Telecommunications and ICT. The ability to conduct on the job training would be 
considered an added advantage. Background in Planning and Policy analysis is 
imperative. 





















The ADVISOR would be directly responsible to the Principal Secretary for the 
Ministry of Communications and would have the Head of the Planning Unit as his 
or her local counterpart. He or she would be expected to commence with work 
in January 2002. 


Applications should be sent, not later than 15th October 2001, to: 


The Principal Secretary 
Ministry of Communications 
P.O Box 36 ,Maseru 100 
Lesotho 


Telephone: (+266) 316581 / 323864 
Facsilile: (+266) 310264 / 310003 
Mailto: makuenas @ilesotho.com 

: nketsi@ilesotho.com 













BANNOCK 
CONSULTING 


MANAGEMENT & ECONOMIC CONSULTANCY 
BUSINESS RESEARCH 

















Project Manager and Consultant Vacancies 


Bannock Consulting is a rapidly growing UK-based 
management consultancy, advising clients both in UK and 
elsewhere on a wide range of financial and economic issues 
in three practice areas: Small and Medium Enterprise 
Development (SME), Public Sector Management (PSM) and 
Deregulation and Economic Policy (DEP). To meet 
increasing client requirements, we are seeking exceptional 
individuals in the following areas: 


1. SME Finance, Project Manager (London-based) with at 
least 3-5 years experience working on SME-related technical 
assistance projects in Asia or Africa to manage our existing 
long-term projects, take on short-term assignments and 
develop new business opportunities. 


























2. Senior Economist (DEP), Consultant (London-based) with 
at least 5 years experience in economic research and 
consultancy. Candidates should have a demonstrated ability 
to produce top quality economic analysis and to develop 
new business. Proven people management skills would be 
an advantage as the successful candidate will be managing 
a small team of economists and researchers. 





3. SME Finance, Consultants (base location flexible): to 
work on bank-based SME finance programmes, primarily in 
CEE/FSU and Africa, for long-term assignments. Ideally, 
candidates will have retail banking experience and a track 
record of lending to SMEs. 


4. Public Finance (PSM), Consultants (London/base 
location flexible): economists / accountants, to work on 
PSM assignments in UK and abroad. Projects will range 
from improving the quality of public expenditure 
management to regulatory and finance issues. Candidates 
will have 2-5 years post-qualification experience in 
economics / financial management consulting. 






In addition to English, the ability to speak at least one other 
language is advantageous. We are committed to growing 
our business and exploring new markets, so proven business 
development skills are essential, as are strong interpersonal 
skills. A willingness to travel is a key feature of all of these 
roles. For permanent contract, London-based roles (1, 2 and 
4) the legal right to work in the UK is a pre-requisite, 


In return, Bannock Consulting offers a unique career 
opportunity with the chance to participate financially in the 
company’s growth; challenging projects that will enable you 
to push the boundaries of financial and economic 
consultancy and a commitment to business development 
that will enable you to directly shape and influence our 
future. Our remuneration and benefits packages are highly 
competitive. 














Applications, in the form of a covering letter and CV, should 
be submitted to recruit@bannock.co.uk. Please indicate in 
the subject line of your message whether your application is 
for the SME, DEP or PSM group. 
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Chief 
Executive 


THE RIGHT TO SIGHT 


VISION 2020 is a global initiative which aims to 
eliminate avoidable blindness by the year 2020. Today, 
an estimated 45 million people around the world are 
blind. Without concerted action that number could 
double over the next 20 years. Yet 80% of blindness 
can be prevented or cured. 


VISION 2020 is a joint programme of the World Health 
Organisation and the International Agency for the 
Prevention of Blindness, supported by a range of 
NGOs, professional organisations and other bodies. 


The Chief Executive, a new position, will be responsible 
for: leading and managing the implementation of the 
initiative; promoting the objectives of VISION 2020 
globally; building a global fundraising capability and 
raising the necessary funds through major worldwide 
funding agencies and organisations. 





Salary: 
$100—150k + PRP 


Location: Europe 
or North America 


Candidates must have exceptional leadership skills 
demonstrated at senior levels in an organisation of 
scale and a proven track record in high-level fundraising 
from the corporate and public sectors, national and 
international agencies. They must have the ability to 
work with a wide range of individuals and organisations 
in a variety of sectors and regions. 


Information about this position and VISION 2020 is 
available on the website www.v2020.org. Interested 
individuals should send, in the strictest confidence, a 
full CV, including education, career history, levels and 
sources of funds raised, budgets and staff managed 
and latest remuneration to Dillon Woods at Jonga 
Consulting, P.O.Box 323, New Malden, KT3 5ZT, United 
Kingdom or email jonga.consulting@virgin.net to arrive 
not later than Friday 2nd November 2001. All 
candidates will be contacted by 26th November 2001. 


jonga consulting 


OPPORTUNITY FOR EXCELLENCE 


dyogoul gSoljl 
Saudi Aramco 


Saudi Aramco offers an excellent 
compensation and benefits 
package to include 


è A very attractive nett salary paid 
in sterling with annual reviews 


An open ended contract with 
high savings potential 


Quality single or family housing 
in company communities 


Excellent educational assistance 
benefits with family status 
contracts 


Free medical care in Saudi 
Arabia 


Paid airfares allowing full 
flexibility with holiday travel 


Personal effects shipment 
and annual vacation excess 
baggage allowances 


Access to some of the finest 
recreational facilities in the 
Middle East 


SAUDI ARABIA 


With a quarter of the world’s oil reserves and a growing role in the gas market, Saudi Aramco 
offers a wide spectrum of challenges to its employees. As part of Saudi Aramco’s continued 
activity, the International Joint Venture Department requires an experienced Chemical 
Engineer Specialist to contribute to their operations. 


REFINERY ENGINEERING 
SPECIALIST 126-10122977 


You must have a BSc in Chemical Engineering with a minimum of 10 years work experience. Your 
background should be within petroleum economics with particular reference to petroleum refining and 
marketing businesses. You should be an expert in the use of Linear Programs with emphasis on optimising 
refining and supply chain operations. Experience in the areas of refining and marketing; strategic planning 
and capital budgeting is essential, in addition, being familiar with product offerings of the major process 
licensors is equally as important. Finally, you will be at the forefront of the latest available technology as 
well as future technology that is being planned for development. 


You will identify and analyse margin contribution of the different areas of the refining and marketing 
operations. In addition, you will advise management on current and future trends in international and 
domestic refining and marketing margins and their effects on company profitability. The incumbent will 
identify opportunities to enhance company profitability through reduced operating costs, increase 
production and improve low capital /high return initiatives. 


To apply, please send a CV to Recruitment International, or contact our advising consultant 
Mike Worden for further information. 


Recruitment International, International House, PO Box 300, Harrogate, HG1 5XL. 
Tel: 01423 530533 Fax: 01423 530558 
Email: ri_group@compuserve.com Web: www.recruitmentint.com 
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TEAM UP WITH THE BEST IN INTERNATIONAL SCIENTIFIC 
AND TECHNOLOGICAL RESEARCH. 


IFP is a major research and industrial development complex (2000 people, several sites in France and abroad). Number 2 worldwide in refining and 
petrochemical techniques sales and development. IFP is partner to the petroleum, gas and automobile industries. Significant training activities 
conducted within our School. 


IFP SCHOOL Centre for Economics and Management 
SENIOR PROFESSOR IN ENERGY ECONOMICS 


The IFP School opens the door to the oil, gas and automotive industry by offering graduate and post graduate students the possibility of specialising in 
fields such as exploration, production, refining, petrochemicals, internal combustion engines, petroleum economics and 


Applications are invited from those with teaching and research interests in any area of energy economics, although expertise in money, banking or 
finance will be welcome. 


The successful candidate must possess the following : + a record in, or potential for, research at an international level of excellence, and ideally a 
doctorate in Economics, and prior experience of teaching in higher education + superior interpersonal and communication skills, and great personality 
1-4 avenue du Bois Préau - 92852 Rueil-Malmaison cedex. France - Tél. 33 (1) 47 52 69 17 quoting the job reference TEspee. 


* clear vision for the role of management education and research in creating knowledge and disseminating knowledge « ability 
E-mail : ifpjob1@ifp.fr E i - 


to establish and develop strategy and operational partnerships with the business community. 
LANCASTER UNIVERSITY ) 


Vice-Chancellor 


pgp = EE 














Further particulars and an application form are available from the Human Resources Institut français du pétrole, 





The University is seeking a successor to Professor 
William Ritchie, who will retire as Vice-Chancellor of the 
University on 30 September 2002. 


The University is committed to maintaining international 
excellence in research and teaching as a research-led 
institution and it is entering a new, dynamic, 
outward-looking phase of its development. In doing this 
the University builds on solid foundations: it is consistently 
ranked in the UK top 10 for both teaching and research. 


The University currently has 10,300 full-time students at 
the Bailrigg campus, and some 2,000 staff. 


The successful candidate will be expected to have the 
ability to lead and inspire the University and its 
community, with presence and intellectual standing. 
He/she will have significant management experience at 
a strategic level in a large and complex organisation. 
Higher education experience may be an advantage but 
is not a requirement. 


Persons interested in the further particulars and in being considered for the post, are invited to write in confidence, 
by no later than 19 October 2001, to Mr J B Heron, Pro-Chancellor, c/o Miss Fiona Aiken, University Secretary, Lancaster 
University, University House, Lancaster, United Kingdom LA1 4YW, or e-mail: f.aiken@lancaster.ac.uk 


Information on the University is available at www.lancs.ac.uk 


Working towards equality of opportunity. 
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United Nations 
Centre for Human Settlements (Habitat) 


P-2 to D-2 Positions at 
UNCHS Headquarters in Nairobi (Kenya) 
and its Regional Offices 


Based in Nairobi, Kenya, the United Nations Centre for Human Settlements is the lead agency 
within the United Nations system for cities and other human settlements. Habitats mission is 
to promote socially and environmentally sustainable human settlements development and the 
achievement of adequate shelter for all, Its activities focus on reducing urban poverty by 
improving the living environment, making local government more efficient and inclusive, and 
advocating the rights of the urban poor to participate in urban development. The Centre is 
currently implementing 240 programmes in 85 countnes 


Habitat is seeking qualified candidates for positions at its Headquarters in Nairobi and at its 
Regional Offices in Rio de Janeiro (Brazil) and Fukuoka (Japan). These positions range from 
P-2 to D-2 level and are distributed in various areas of the Centre's structure, ie. Information, 
Programme Management Support, Training and Capacity Building, Shelter Policy, Urban 
Development and Governance, Monitoring, Policy Analysis, and Technical Cooperation 


Detailed job descriptions for all these positions, including requirements and modalities for 
application, are available at the following web site: 


www.unchs.org/vacancy 


Deadlines for application: 
between 1 and 31 October 2001 


(please consult the individual vacancy announcements 
for specific deadlines) 
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osce 


The Organization for Security and Co-operation in Europe is 
engaged in early warning, crisis management, conflict prevention 
and post-conflict rehabilitation. The Secretariat based in Vienna is 
looking for a 


Chief, Accounts Unit 


You will be responsible for all accounting matters involving 
Institutions, Missions and Field Operations of the OSCE. Some of 
your tasks will be to provide advice and guidance on the accounting 
systems, ensure that proper internal controls are in place and that 
monitoring of accounts is properly carried out and initiate procedural 
changes to improve operational efficiency. 


You should be a member of an internationally recognized 
professional accounting body and preferably be in possession of an 
advanced university degree in finance. You will have at least eight 
years experience in financial administration and management in a 
large national or international organization, supervisory experience, 
excellent knowledge of English with good drafting skills and 
experience with computerised financial systems. 


For further details on the above position, please browse our Website: 
http://www.osce.org (vacancy 78/01). 
Please send your application by 15 October 2001 to: 

OSCE Recruitment Section, 

Kärntner Ring 5 — 7, A-1010 Vienna, Austria, 

or by fax: +43-1-514 36-96. 


Help us to change the way business does business. 


Head of Research 
£Excellent + Benefits 


KPMG Consulting delivers technology-enabled solutions that 
help our clients build and transform their businesses - boosting 
effectiveness, stripping out costs and stealing a march on the 
competition. Our marketplace research is authoritative, 
challenging, commercial, and packed full of insights into the 
changing business world. It plays a key role in helping us and 
our clients to define future business strategy. 


As Head of Research, your prime motive will be to take 
forward our position as a thought leader. You'll be given the 
independence and resources to create innovative research 
initiatives that will throw light on the issues shaping the 
business world of tomorrow. You probably have especial 
expertise in one or two business sectors already, but you'll be 
expected to generate ideas across all four of our focus 
industries: financial services; information, communication and 
entertainment; consumer and industrial markets; and public 


London 


services. With the full and active support of the Marketing 
Director, you'll promote your findings to clients, colleagues 
and the mass media. 


An impeccable academic and research background should 
include evidence of strategic insight, commercial focus and an 
understanding of the business-to-business environment. A first- 
class communicator, you'll have the gravitas and credibility to 
work with senior business management, and the flexibility and 
confidence to handle pressure and deadlines. 


Rapid change and global ambition make this an exciting time 
to be a part of KPMG Consulting, especially for those helping 
to shape our thinking and our future. 


To apply, email your full CV with current salary and package 
details to: tb@taylorbennett.com or write to Heather McGregor 
at Taylor:Bennett, One Duchess Street, London W1W 6AN. 


www.kpmgconsulting.co.uk 


KPMG: Consulting 


This advertisement is issued by KPMG Consulting, a division of KPMG, a partnership established under English law, a member firm of KPMG International, a Swiss association. © KPMG Consulting UK 
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By using customer-specific algorithms, every TIS® by Crypto user is able to operate at the 
same encryption level as the major powers - independent of the supplier, and without using 
standardised processes. No other encryption expert offers a security standard comparable 
to TIS? by Crypto AG. There are 10 compelling reasons why it should be your choice for the 
risk-free transmission, management and storage of data. Information is a precious asset - 
that is why users in more than 130 countries rely on our unique high-security philosophy. 
TIS® is specific: Visit us at www.crypto.ch 


Leader in Total Information Security” 


Crypto AG 
P.O. Box 460 * CH-6301 Zug/Switzerland * Phone +4] 41/749 77 22 © Fax +4] 41/74] 22728 crypto@crypto.ch CRYPTOAG 
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Pakistan and the United States 





Caught in the middle 


ISLAMABAD 


The impending American assault on Afghanistan is fraught with danger for its 
neighbour. Butit may also offer an opportunity 


HESE are nervous days in Pakistan. “If 

America attacks Afghanistan, people 
will come on to the streets and a civil war 
will start,” predicts Muhammad Rashid 
Khan, who sells digital video disks in Ra- 
walpindi’s Hathe Bazaar. Whether or not 
Mr Khan is right, an American-led war on 
terrorism could transform Pakistan, as well 
as the dynamics of its nuclear-tipped con- 
frontation with India. 

The country’s self-appointed presi- 
dent, Pervez Musharraf, has little choice 
but to go along with American plans to 
punish Afghanistan unless it extradites the 
accused terrorist, Osama bin Laden. He 
fears that Pakistan’s aid-dependent econ- 
omy, its ability to stand up to India, even 
its nuclear installations, could be put at 
risk by American wrath. “Bad results”, he 
told Pakistanis in a televised speech on 
September 19th, “could put in danger our 
territorial integrity and our solidarity. 

On the more positive side, though, 
there may be much for a compliant hae 
; in including perhaps a partia 
istan to gain, In b. | debt 

ite-off of its $37 billion externa! ce 
ar Ms adjustment to the recent American 
mi eawards India. It could even be, the wily 


General Musharraf may be dreaming, a re- 
prise of cold-war days, when an indulgent 
United States backed up Pakistan for the 
sake of defeating a common enemy in Af- 
ghanistan. If the Taliban fall, Pakistan is ex- 
pecting a large say in whatever order suc- 
ceeds them. 

Could be, but with dangerous differ- 
ences, as General Musharraf well knows. 
The prospective enemy this time is not a 
godless Soviet-backed regime but an 
emphatically Islamic one that Pakistan it- 
self has carefully nurtured as a way of fur- 
thering twin policies: clout in Central Asia 
and pressure on India to settle the dispute 
over Kashmir, a Muslim-majority state di- 
vided between the two countries. Barring 
an unlikely agreement by Afghanistan’s 
Taliban government to hand over Mr bin 
Laden and his associates, Pakistan has of- 
fered intelligence, air space and perhaps, if 
the president is feeling brave enough, it 
may provide ground facilities such as air- 

ports for an attack on the terrorists and the 
government that harbours them. 

The Taliban have vowed to wage war 

against any country that joins the attack 
and are said to have placed anti-aircraft 
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guns along the border with Pakistan. This, 
though, looks the least of Pakistan’s wor- 
ries. The Afghan army is little threat to one 
as big and well-equipped as Pakistan’s. 


Facing blowback 
The greater fear is what people in the re- 
gion call “blowback”. The war to liberate 
Afghanistan from the Soviet Union in the 
1980s flushed refugees by the million and 
armed zealots in their tens of thousands 
into Pakistan. It now faces another such in- 
flux (thousands of refugees have already 
come, and many more are at the border), 
perhaps with more explosive conse- 
quences. The target regime shares Pak- 
istan’s religion and the Pathan ethnicity of 
15% of its population. So far religious 
groups have taken the lead in protesting at 
the prospect of American action. At one 
rally in Islamabad on September 17th, de- 
monstrators wrapped in white shrouds to 
signify their willingness to die for Islam 
heard speakers proclaim that “friends of 
the us are traitors to Pakistan”. 

Such carefully-policed gatherings of 
hundreds help the government, up to a 
point, by dramatising the risks it runs on 
behalf of the anti-terror coalition. But if 
many Afghans were to die in an American- 
led reprisal, the protests could turn into ri- 
ots as thousands of ordinary Pakistanis 
joined the cause, egged on, no doubt, by 
the various mafias that profit from their 
dealings with the Taliban. General Mush- 
arraf’s government, many speculate, 
might not survive. And the more help he 
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offers the Americans, the greater the out- »» 


> rage he will have to contain. The general 
tried to pre-empt some of that outrage in 
his television speech by justifying the alli- 
ance as a blow against a bigger enemy, In- 
dia. The Prophet Muhammad, he said, 
would have chosen the same course. 

Pakistan could emerge from a show- 
down with the religious right as amore lib- 
eral society and, perhaps, a more authori- 
tarian polity at the same time. Since taking 
power in October 1999, General Mushar- 
raf has tried to tame the groups that preach 
Islam in its least tolerant form and some- 
times kill members of sects that disagree 
with them. But he has been hesitant in pur- 
suing such policies as the disarming of ex- 
tremists. “Now the state may have to have 
a direct confrontation,” says Shireen Ma- 
zari, director of Pakistan’s Institute of Stra- 
tegic Studies. One casualty of a tougher 
line could be the “road map” to democ- 
racy, which ordains the holding of elec- 
tions by next October. In the circum- 
stances, the United States might not object 
too loudly. 


The Kashmir connection 

Could General Musharraf engineer a coup 
of a different sort in relations with India? 
At first sight, the crisis plays into his hands. 
Pakistan has long tried to draw attention to 
Kashmir, portraying the dispute, correctly, 
as a “nuclear flashpoint”. Now that the 
strikes against America have highlighted 
Muslim discontent, this ought to be easier. 
Part of its reward for joining the anti-terror 
coalition, Pakistan hopes, will be Ameri- 
can help in forcing India to negotiate seri- 
ously over Kashmir. 

This could be optimistic. India, too, will 
be a coalition member, though presum- 
ably a less valuable one since it has no bor- 
der with Afghanistan. More worrying for 
Pakistan, the outrages in America pile ad- 
ditional discredit on its political and prob- 
able military support for the mujahideen 
who cross into India’s side of Kashmir 
from bases in the Pakistani portion. Their 
targets are notjust Indian soldiers; they are 
the likeliest suspects in frequent massacres 
of non-Muslim civilians. 

Many of these groups train their fight- 
ers in Afghanistan. General Musharraf in- 
sists that their activities are not terrorist, 
but the distinction may collapse in Ameri- 
can attacks on mujahideen installations in 
Afghanistan. The Indians will point to the 
camps in Pakistani-controlled Kashmir. 
Unless they are closed, those Indians who 
advocate “hot pursuit” of militants across 
the de facto border will no doubt press 
their case more strongly than ever. 

There is thus a danger that the Ameri- 
can-led war on terror will merely entrench 

south Asians in their earlier Positions. But 
there is still a chance of a better outcome, if 
the fanatics are defeated and the moderate 
majority is shocked into compromise. This 
could be a defining momentindeed. m 





Afghanistan 
Honoured guest 


The Taliban show no signs of 
surrending bin Laden 


B: THURSDAY, it looked unlikely that 
the Taliban would be ready to hand 
over Osama bin Laden, whom they have 
sheltered since they took power in Af- 
ghanistan in 1996. The offer by Mullah Mu- 
hammad Omar, their reclusive one-eyed 
leader, for Mr bin Laden’s case to be de- 
cided by a panel of clerics from any three 
Islamic countries has been made before— 
andrejected by the Americansin no uncer- 
tain terms. An Islamic conclave advised 
the Taliban government to persuade him 
to leave voluntarily. But this stops well 
short of America’s demands~and is not 
likely to be taken too seriously by the Af- 
ghan leadership. 

This may on the face of it seem to be a 
baffling miscalculation by the Taliban of 
their own best interests. Not only is the 
downside—American military action 
against their country—dreadful to contem- 
plate, but the benefits that would flow 
from handing over the wanted man would 
be impressive too. They might include the 
lifting of crippling sanctions, the pos- 
sibility of investment (American oil com- 
panies have been keen to run pipelines 
from the Caspian to the Arabian Sea 
through Afghanistan) and a sharp increase 
in much-needed aid. Until a year or so ago, 
the Taliban were eagerly seeking dip- 
lomatic recognition and better relations 
with the West. To help get them, they de- 
stroyed their country’s opium crop, slash- 
ing global production of heroin in half. 

Their bid for diplomatic respectability 
came to nothing, for a simple reason. 
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America made it clear that the price was 
the handover of Mr bin Laden, whom it 
wanted at that time for the deadly attacks 
on two American embassies in Africa in 
1998. When the Taliban refused to surren- 
der him, America pushed for, and got, last 
December, the imposition of tough UN 
sanctions on Afghanistan. The Taliban’s 
relations with the outside world have 
been much more hostile since then. 

Mr bin Laden, in other words, is appar- 
ently non-negotiable. And the reason is 
that he and the Arab soldiers he com- 
mands are a powerful force inside Af- 
ghanistan in their own right, his money 
and men constituting an important ele- 
ment in the Taliban’s ability to squeeze 
their enemies, the Northern Alliance, into 
an ever-smaller wedge of territory in the 
north-east. A graphic example was pro- 
vided two weeks ago when two Arab jour- 
nalists blew up Ahmad Shah Masoud, the 
commander of the Northern Alliance’s 
forces, along with themselves. It seems 
probable that this assassination was car- 
ried out by Mr bin Laden’s men. So power- 
ful have the Arab fighters in Afghanistan 
become that ordinary Afghans have been 
heard to complain that it is they, not the Ta- 
liban, who really control the country. 

Discontent, however, is something that 
the American-led coalition may be able to 
work with. The Taliban are mainly Pashtu- 
speakers from the country’s south and 
east. The ethnic Uzbeks, Tajiks and Haza- 
ras of the north and west resent their hege- 
mony. For everyone, the Taliban's social 
strictures have become more onerous, 
while the initial delight at their restoration 
of law and order is fading. Several protests 
broke out over the summer. They followed 
the series of bombs that have exploded 
outside Taliban offices over the past few 
years; one destroyed Mullah Omar’s home 
in Kandahar. But translating all this into 
the overthrow of the Taliban will be an up- 
hill struggle. m 
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Japan and the United States 


On board? 


TOKYO 


Junichiro Koizumi wobbles over military help 


HE prime minister, Junichiro Koizumi, 

at first sounded reassuring. Japan, he 
said, stands firmly beside the United States 
in the wake of the attacks in New York and 
Washington. All too soon, however, Mr 
Koizumi began to look anything but firm. 
Direct participation by Japanese forces in 
any American-led military response, Mr 
Koizumi soon made clear, would be im- 
possible. Even his suggestion that Japan 
should provide “rear area” help with sup- 
plies and logistics quickly sank into the 
morass of consensus decision-making. 

A hurried, late-night press conference 
on September 19th was supposed to set the 
record straight. Along with aid for refugees 
and financial help for Pakistan and India, 
Mr Koizumi took the first big gamble of his 
five-month administration and promised 
controversial logistical support as well. 
Now, he must deliver. 

Mr Koizumi is desperate to do whatever 
he can to show support for the United 
States, whose warmth towards Japan had 
already cooled amid signs that Japan’s re- 
solve to introduce urgent financial reforms 
was fading. Japan also fears another deba- 
cle like that of 1991, when it dithered about 
its contribution to the allies in the Gulf 
war, sent a huge cheque instead of people, 
and got no thanks in return. 

A security treaty, signed in 1960, ob- 
liges America to defend Japan from attack. 
But Japan’s war-renouncing constitution, 
drafted with American help in 1947, makes 
any show of military reciprocity fraught 
with difficulties. Japan does maintain 
well-equipped armed forces, but on the 
basis that these forces are for self-defence 
only. The suffering inflicted by Japan on its 


neighbours during the second world war 
makes any suggestion of an international 
role for Japanese troops controversial, no 
matter how slight that role may seem to 
foreigners outside Asia. 

The United States has been pressing Ja- 
pan to interpret its constitution to allow its 
forces to come to its ally’s defence. In 1999 
the government approved guidelines al- 
lowing the “self-defence” forces to provide 
logistical support for the Americans in an 
emergency “in areas surrounding Japan”. 
Gen Nakatani, the young turk whom Mr 
Koizumi has put in charge of the Defence 
Agency, believes the government could 
work within these guidelines, even if the 
theatre of war were Afghanistan. 

But older heads are counselling cau- 
tion. Yasuo Fukuda, the chief cabinet 
secretary, sometimes called the real power 
behind Mr Koizumi's administration, says 
that treating Afghanistan as a neighbour- 
ing country would be too big a stretch. Soa 
new set of guidelines may be needed, 
though the government has not yet stated 
whether it will legislate for these or not. 

Mr Koizumi faces powerful opponents 
of new legislation within his own party. 
His main coalition partner, New Komeito, 
has a strong pacifist complexion. Some 
small opposition parties, such as the Social 
Democrats and the Communists, implaca- 
bly oppose any expansion of the armed 
forces’ role. Yet there is almost certainly a 
large majority in parliament available to 
Mr Koizumi should he press ahead. The 
real question, like the one that hovers over 
Mr Koizumi'’s financial reforms, is whether 
he can abandon the traditional consensus 
system and show leadership. m 


The Koreas and the United States 


Support of a sort 


SEOUL 
The North gives less than warm support 
to America—not surprisingly 


FTER refusing official contacts with 
South Korea since March for no obvi- 
ous reason except annoyance with Amer- 
ica’s new president, George Bush, North 
Korea abruptly changed its mind and the 
two sides met this week. The South had 
hoped that at the conclusion of the talks on 
September 18th the two countries would 
make a joint declaration denouncing terro- 
rism. But the North apparently said no. 
The United States will have to make do 
with the strong support offered by the 
South’s president, Kim Dae Jung, after the 
attacks in New York and Washington. The 
North separately condemned the attacks, 
but almost in the same breath condemned 
the United States for its “ambition for 
world domination”. 

Despite the North’s emergence from 
isolation by establishing diplomatic ties 
with capitalist countries, it remains on 
America’s list of states that sponsor terro- 
rism. The North is believed to have sold 
arms and missiles to several countries, 
among them Iran and Pakistan. South Ko- 
reans fervently hope that the North has 
nothing to do with the American atroc- 
ities; any involvement would have a dev- 
astating effect on the warming relations 
between the two countries. 

At this week’s talks the two sides agreed 
to another set of reunions next month of 
families separated since the Korean war of 
1950-53. The officials will meet again in Oc- 
tober (if the North’s communist rulers do 
not change their mind at the last minute, as 
they often have done in the past) to discuss 
ways to reconnect a railway across the bor- 
der. The Korean line might eventually be 
linked to the Trans-Siberian railway. The 
Korean teams also have in mind a cross- 
border land route for southern tourists 
travelling to Mount Kumgang in the North, 
as well as research to control floods and a 
plan to open both countries’ territorial wa- 
ters to commercial vessels. 

But peaceful co-operation on the Ko- 
rean peninsula, which has been divided 
for more than half a century, seems a long 
way off. The border remains sealed and or- 
dinary people have no mail or telephone 
links. The North is convinced that it is bet- 
ter to receive than to give. Suffering from a 
shortage of electricity, for instance, the 
North continues to ask to be linked to the 
South’s grid. That would require a nod 
from the United States, the South’s close 
ally. But the Americans may not at the mo- 
ment be in a co-operative mood. W 
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United States 


The home front 





Getting to grips with evil 


WASHINGTON, DC 


America is settling down for along, hard fight 


HE whole country is aflutter with flags. 

They fly at half-mast from federal 
buildings. They fly from every other house 
and car you pass as you walk down the 
street. Huge flags decorate sports stadiums, 
tiny ones dangle from baby carriages. Wal- 
Mart and K-Mart have sold more than half 
a million flags in the past week. 

These are only the most visible signs of 
a wave of patriotism that has washed 
across the country after last week's attacks. 
When George Bush visited rescue workers 
in lower Manhattan, they broke into spon- 
taneous chants of “USA, USA”. One of the 
fastest-selling music albums at the mo- 
ment is a five-year-old collection by Lee 
Greenwood, “God Bless the USA.” 

As well as patriotism, people are seek- 
ing solace in religion. Churches, syna- 
gogues and mosques are full to overflow- 
ing. Worshippers jammed into them on 
Friday, September 14th, for a national day 
of remembrance, and then again on Sun- 
day. In his sermon in Washington’s Na- 
tional Cathedral, Mr Bush recalled Frank- 
lin Roosevelt's phrase about “the warm 
courage of national unity”. People have 
given more blood than the wounded need, 
and more food than can be consumed. 

But this warm courage turns hot on the 
question of retribution. The opinion polls 
show nine out of ten Americans backing 
military action, and being willing to make 
whatever sacrifices are necessary so that 
this sort of thing does not happen again. 
The word “war” is heard everywhere. It 


speaks not just of the challenge ahead but 
of the blow that has already hit the coun- 
try. In Vietnam, 50,000 Americans lost 
their lives in ten years: more than a tenth of 
that number died in one hour on Septem- 
ber 11th. Americans feel physically threat- 
ened in their homeland for the first time 
for more than acentury. 

Politicians are gripped by the same in- 
stinct for national unity. Congress, which 
only narrowly approved the war that Mr 
Bush’s father waged against Saddam Hus- 
sein, is burying partisan differences. The 
Senate passed a resolution authorising the 
use of force without a single dissenting 
vote; the House vote was 420-1. The Senate 
also swiftly confirmed John Negroponte’s 
nomination as ambassador to the United 
Nations. The tragedy even seems to have 
reunited Bill Clinton and Al Gore, who 
spent most of a day together discussing it. 

Even as normality returns—restaurants 
fill up, sporting events restart, ads edge 
their way back into news programmes— 
there are reminders that some things may 
never be quite the same again. Fighters 
and helicopters patrol the skies above 
Washington. Security at all nuclear power 
plants and most hydroelectric dams has 
been increased dramatically. Nine units of 
the National Guard that specialise in germ 
warfare have been sent to selected loca- 
tions, in their first-ever mobilisation. Ma- 
jor-league baseball has banned parking 
within 100 feet of its stadiums. 

At the state and city level, the possible 
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costs of political patronage are coming un- 
der closer scrutiny. At Boston, where both 
flights that hit the World Trade Centre orig- 
inated, the terrorists apparently nosed 
around the airport for several weeks be- 
fore the attack; one may even have slipped 
into the airport’s control tower. The 
Massachusetts Port Authority, which runs 
the airport, has been called “a cesspool of 
patronage”. Its security chief and execu- 
tive director used to be, respectively, a 
driver and press aide to a former Massa- 
chusetts governor, William Weld. 

Will the solidarity last? There is a 
“peace movement”, but still a tiny one (see 
page 37). Leftist critics of “superpower im- 
perialism” who have hinted that America 
may be somehow reaping what it has 
sown have been disowned. Right-wing 
mavericks who have challenged the na- 
tional mood have also got short shrift. 
Jerry Falwell’s argument that homosex- 
uals, lesbians, feminists and civil-liberties 
supporters “helped this happen” was 
treated with derision even by fellow con- 
servatives. 

Yet partisan politics is bound to return 
sotto voce. Despite the agreement to prise 
open the Social Security lock-box to pay 
for the damage, there are disagreements 
about how to stimulate the economy (see 
next story). Despite the rallying around Mr 
Bush, Congress was reluctant to give the 
commander-in-chief open-ended ap- 
proval for any military action whatsoever. 

The home front is going to be enor- 
mously important. This will not just be a 
war conducted in a faraway land; it will be 
partly fought at home. Even if it wins 
abroad, America cannot then up sticks and 
go home. The enemy also sits within the 
gates, inside these United States. 

In the coming months there will be a vi- 
tal debate on two key issues. The first is the 
proper balance between freedom and se- 
curity. Some erosion of civil liberties is in- 
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> evitable. But how much is tolerable in the 
land of the free? A diverse collection of 
pressure groups and civil-rights organisa- 
tions—including the National Association 
for the Advancement of Coloured People, 
the American Civil Liberties Union and 
the libertarian Cato Institute—are joining 
forces to fight legislation they think will 
undermine people's rights. 

The other is the ethics of war. Support 
for the war is bound to wobble if Ameri- 
can troops start to come home in body 
bags, and if civilians get killed. The current 
support for a war drops to 75% if it leads to 
civilian casualties. The “liberal media”, 


The economic impact 


How big a blow? 


WASHINGTON, DC 





which many of Mr Bush's people despise 
but which so far have backed the president 
to the hilt, may begin to defect. 

But that is as it should be on the home 
front. The essence of a free society is that it 
should disagree strenuously about things 
that matter. The terrorists calculated that 
America had gone soft. There has been 
nothing soft about the courage and self- 
sacrifice of the rescue workers, or the re- 
solve of people across the country to wage 
war on terrorism. The terrorists thought 
they would reveal the hidden vulnerabili- 
ties of a free society. They have ended up 
revealing its hidden strengths as well. m 


As the United States gets back to business, attention has turned to measuring—and 


minimising—the economic fall-out 


HAKEN but grimly determined, Amer- 

ica went back to work this week. It also 
began to focus on the economic conse- 
quences of the terrorist attacks. In a few 
industries, notably aviation (see page 57), 
jobs have already been shed. The broader 
effect could well be to push an already 
wobbly economy into recession. 

Last week much economic activity 
ground to a temporary halt. Some distribu- 
tion bottlenecks continue, as security is 
stepped up from borders to airports. But in 
an economy with plenty of excess capac- 
ity, the impact of such supply disruptions 
should prove small. The immediate con- 
cern is how events will affect business 
and, especially, consumer spending. The 
longer-term effects depend on whether 
Americans have to change the way that 
they conduct business. 

There are several reasons why the im- 
mediate fall-out could be sharply negative. 
First, the economy was already on the edge 
of recession. Investment and profits in 
American businesses have been falling. In- 
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dustrial production fell by 0.8% in August, 
the 11th consecutive monthly drop. Unem- 
ployment claims and job lay-offs have 
been rising. Hours worked have been fall- 
ing. Even before September 11th, the stock- 
market was down sharply. The University 
of Michigan survey of consumer senti- 
ment, collected before September 11th and 
released on September 13th, showed a dra- 
matic drop in confidence (see chart), to an 
eight-year low. All these factors suggested 
that the debt-laden, erstwhile spendthrift 
American consumer was finally set to re- 
trench. 

September 11th’s events made each 
weakness more acute. Stocks fell a further 
7% when markets reopened on September 
17th. The airlines and Boeing have together 
announced more than 70,000 job cuts; 
more are likely. Though there are, as yet, 
no new gauges of consumer confidence, it 
has surely fallen a lot. In 1990, after Sad- 
dam Hussein invaded Kuwait, the Michi- 
gan index tumbled 13 points, heralding a 
sharp drop in consumer spending. Most 
economists on Wall Street now expect the 
economy to contract in both the third and 
fourth quarters. 

Yet conventional wisdom also expects 
this recession to be short-lived, with a 
strong v-shaped rebound by the middle of 
2002. That confidence is predicated on two 
assumptions. First, that last week’s horror 
will remain a one-off, and that its confi- 
dence-shattering impact will gradually di- 
minish. Second, that the economy will get 
a big boost from further monetary and fis- 
cal stimuli. 

So far, that is exactly what Washing- 
ton’s policymakers are doing. The Federal 
Reserve pumped an unprecedented $100 
billion of liquidity into the economy last 





j <> wars 


week. And, before the stockmarkets 
opened on Monday, it cut America’s key 
short-term interest rate by a further 0.5 per- 
centage points, to 3%. The accompanying 
statement suggested the Fed stood ready to 
provide more liquidity, and that more rate 
cuts could be in the offing. 

Congress, too, reacted with alacrity. 
The political rows about keeping the So- 
cial Security surplus in a lock-box were im- 
mediately forgotten. By September 14th, 
lawmakers had coughed up $40 billion for 
the costs of recovering from and respond- 
ing to the terrorists’ attack. Some $10 bil- 
lion was made available immediately; an- 
other $10 billion will be provided once 
President Bush says how he intends to 
spend it; and $20 billion could be put into 
the budget for fiscal 2002, which begins on 
October ist. The amount involved is al- 
ready higher than that needed for this 
year’s much ballyhooed tax rebate, and 
most lawmakers regard the $40 billion as 
only a down-payment. 

Airline managers at first asked for $24 
billion in aid. As The Economist went to 
press, they looked certain to get $5 billion 
in cash, with the promise of much more in 
loan guarantees and other forms of aid. 
Other hard-hit industries—especially in- 
surance—have asked for help. 

Lawmakers are also discussing more 
tax cuts to boost investment and spending. 
Bill Thomas, the Republican chairman of 
the House Ways and Means Committee, 
wants the capital-gains tax rate to be re- 
duced. Others want investment tax credits 
and accelerated depreciation schedules. 
Democrats think this is a Republican ploy 
to deliver long-promised tax breaks to 
business. They would rather stimulate de- 
mand by giving tax cuts to consumers who 
will spend the money quickly—meaning 
poor Americans. One option is a one-time 
rebate in the payroll tax that finances So- 
cial Security. 

Given that America is running a size- 
able fiscal surplus, there is plenty of room 
for a big fiscal stimulus—as long as it is a 
temporary one. Any package will need to 
take into account the longer-term fiscal de- 
mands of an ageing population, particu- 
larly as baby-boomers retire. That suggests 
caution with large, permanent tax cuts. 

In the long term, a more profound set of 
economic consequences could flow from 
the protracted and painful war on terro- 
rism that America’s politicians have prom- 
ised. Permanently heightened security 
within America and on its borders could 
raise business costs and reduce productiv- 
ity. Prolonged military action against a 
shadowy foe could push up the risk premi- 
ums that investors will demand. 

America’s underlying economic 
strength has been based on global integra- 
tion as well as technological innovation. If 
either is undermined in the new world, the 
economic impact could be grave. m 
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Another strand of the peace move- 
ment plainly has its roots in the weirder 
parts of the anti-globalisation move- 
ment. One website has blamed the 
“failed and anachronistic military-indus- 
trial economy” for creating global in- 
equality and, as a result, extremism and 
violence. Another website is dedicated 
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changed all that, unlocking the sort of 
community spirit for which small towns 
across the country are rightly famed. 

Shrines of flowers and candles have 
been created outside the city’s fire stations 
by well-wishers honouring the estimated 
344 firefighters who lost their lives last 
week. Home-baked cakes and cookies 
have been delivered to police stations. 
Tons of clothing and footwear have been 
given to the rescuers, whose existing gear 
has been ruined, not least by the foul, 
sooty smoke which continues to hang 
over “ground zero”. When the Yankees 
and Mets, the city’s major league baseball 
teams, resumed playing this week, the 
players wore caps carrying the logos of the 
city’s fire and police departments. 

The city remains numbed. Frequent 
bomb scares do not help. Everybody 
knows of somebody who died, or remains 
missing. Worst of all, there has been the 
lack of good news from the rescuers. 

Nobody has been pulled alive from the 





The clean-up continues 


(“Give peace a chance”) to the new (“An 
eye for an eye and everyone is 
blind”).The equestrian statue of George 
Washington now holds a white banner 
with a peace symbol. 

Some of the protesters see American 
foreign policy as the root of the terro- 
rism. By arming Israel and bombing Iraq, 
they claim, America has helped to breed 
the suicide bombers. “Every bomb 
dropped creates 1,000 more bin Lad- 
ens,” says a placard in Union Square. 
They now worry that America’s armed 
forces may be about to hit targets in pov- 
erty-stricken and oppressed parts of Af- 
ghanistan. 


rubble since the day after the attack. 
Worse, the slow pace of recovery of the bo- 
dies—fewer than 250 out of the 5,400 miss- 
ing, after a week of searching—has led to 
the growing realisation that many of the 
victims may have been cremated, never to 
be identified. It may be six months before 
all the rubble is cleared, and the body 
count completed. The awareness that the 
lost are real people, not anonymous statis- 
tics, has been deepened by the photocop- 
ies of the missing that adorn every bus 
shelter, public telephone or hoarding. 

Showing the flag—again something that 
New Yorkers tend to do less than other 
Americans—has become an important 
sign of defiance. The Stars and Stripes flies 
pretty well everywhere you look. 

In a few cases, this has less to do with 
patriotism than with intolerance. In 
Queens, a Dunkin’ Donuts and a candy 
store have become the target of an e-mail 
boycott for refusing to fly the flag. Many 
Arab and (turban-wearing) Indian and 
Pakistani taxi-drivers are prominently dis- 
playing Old Glory. One Egyptian driver, 
asked why he was not displaying his 
name-card, confessed that it was because 
his name is Osama. Some female Muslim 
students at Columbia University have dis- 
carded their hijab headscarves. 

New York’s leaders, notably Rudy Giu- 
liani, have been doing all they can to stop 
the melting-pot boiling over. But a growing 
part of Mr Giuliani’s job seems to be the 


to “resistance against Militarism, War 
and Corporate Greed”. 

Will it amount to anything? The va- 
rious websites, chat groups and chain e- 
mails are soon to be matched by a series 
of vigils and marches planned for Wash- 
ington, DC, New York, San Francisco and 
Los Angeles. But the opinion polls show 
that Americans are overwhelmingly in 
favour of a military response. The single 
member of Congress who voted against 
authorising military action, Barbara Lee, 
a Californian Democrat who represents 
peace-loving Oakland and Berkeley, has 
been given extra police protection at the 
Capitol. For the moment, there are a lot 
more hawks than doves in America. 


slog of trying to revive the city’s hard-hit 
economy. This week he urged Americans 
who want to help the city to visit it, “spend 
some money” and “go to a play”. Plum- 
meting attendance figures have already 
caused four Broadway shows to announce 
the end of their runs. 

The virtual evaporation of the city’s 
normally plentiful tourist population has 
also left many restaurants and hotel rooms 
empty. Some hotels report occupancy 
rates of below 20%. Some 3,000 members 
of the Hotel Trades Council, a hotel work- 
ers’ union, have been laid off. 

Many conferences scheduled for later 
this year have been postponed or can- 
celled, including Fashion Week—a totem 
for the city’s huge garment industry. Less 
glamorously, the disaster also knocked out 
the Fulton fish market; restaurants and 
other buyers are already beginning to buy 
their fish outside the island. 

The city’s leaders—and its huge prop- 
erty industry—must hope that the tourists 
and the fish are not the start of a perma- 
nent trend. There is talk that some of the fi- 
nancial firms which have been obliged to 
move their operations outside the city in 
the past week, notably in New Jersey, may 
never return. And, although they do not 
like to seem disloyal at this time, many 
New Yorkers (especially those with young 
children) seem to be talking privately 
about moving somewhere less likely to be 
a terrorist target. @ 





Arab-Americans 


Suddenly visible 


BROOKLYN AND SAN FRANCISCO 


The stereotype of one of America’s minorities needs to be updated 


a | AM here for peace.” So explains an 
Egyptian imam at a rally of Brook- 
lyn’s Muslims. Thousands, both Muslims 
and non-Muslims, joined him on Brook- 
lyn’s promenade, with its unmatched 
view of lower Manhattan, to denounce 
not only the terrorist attacks but also any 
rush to judgment against Arabs and other 
Muslims. There was a prayer for the dead 
in Arabic, chants of “peace-salaam-sha- 
lom”, and the singing of “We Shall Over- 
come” and “God Bless America”. 

So far the fear of a widespread reaction 
against Muslims in America seems mis- 
placed. To be sure, Arabic-looking people 
have been the target of insults and vio- 
lence, including at least two murders, since 
the attacks. But the harassment has not 
been much worse than after earlier terro- 
rist attacks on Americans, such as the 1993 
bombing of the World Trade Centre. 

For this Arab-Americans partly have to 
thank George Bush, who issued a passion- 
ate plea on their behalf at an Islamic centre 
in Washington, pc. But the 3.5m Ameri- 
cans with some Arab heritage themselves 
have plenty of clout. 

It begins at the ballot box. Richer and 
better educated than the national average, 
Arab-Americans are classic swing voters 
who often live in swing states. When 
Walter Mondale ran for president in 1984, 
he was so scared of alarming Jewish voters 
that he turned down contributions from 
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Arab-Americans. Last year both Al Gore 
and Mr Bush visited Detroit, which has the 
largest concentration of Arab-Americans 
in America, to seek their votes to win the 
state of Michigan. And Ralph Nader, 
whose parents came from Lebanon, won 
3% of the presidential vote. 

Mr Nader’s politics may be atypically 
left-wing: most Arab-Americans have con- 
servative views on subjects such as abor- 
tion and school vouchers. But, if there is 
such a thing as a typical Arab-American, 
the Christian, well-educated, American- 
born Mr Nader is much closer to the norm 
than the image peddled by Hollywood. 

Four in five Arab-Americans were born 
in the United States. Almost all trace their 
origins to one of two large waves of immi- 
gration. The first started at the end of the 
19th century, and consisted mainly of Leb- 
anese Christians from what was then 
Greater Syria. Many of them travelled the 
country selling clothes and other necessi- 
ties to remote farms. In time, they settled 
down and opened shops, some of which 
have grown into big clothing or retail busi- 
nesses. Other Lebanese immigrants 
flocked to the factories of Detroit and 
Henry Ford's offer of $5 a day. 

The second wave of Arab immigration 
followed the reopening of America’s gates 
to immigrants in 1965, and increased after 
the 1967 Arab-Israeli war. This wave was 
more diverse than the first, including Pal- 
estinians, Yemenis and others fleeing from 
oppression in their home countries, such 
as Christians and Shias from Iraq. They 
have tended to gather in big cities, not only 
Detroit but also Los Angeles, New York, 
Chicago and Washington. 

Because of all this, Arab-Americans are 
notably different from Arabs in the Middle 
East. One striking difference is that three- 
quarters of Arab-Americans are Chris- 
tians, compared with only 5% of Arabs in 
the Middle East. Further to confound the 
stereotypes, the largest contingent of 
America’s 6m Muslims is black, not Arab. 

James Zogby, a pollster who founded 
the Arab-American Institute (AA1) in 1985, 
says that recent research by the institute 
found that 42% of the respondents pre- 
ferred to be called “Arab-American”. In the 
past, most would have referred first to a 
particular country or even town in the 
Middle East to define themselves. 

Yet events in the Middle East still help to 
define Arab-Americans. Their influence 
within America is limited, they feel, both 





by their country’s overwhelming commit- 
ment to Israel and by the coverage their 
kith and kin receive in the media. Three- 
quarters of Arab-Americans, according to 
a poll by the AA last year, thought Ameri- 
can policy was biased towards Israel. Nine 
in ten wanted a Palestinian state, and just 
over half wanted their country to lift sanc- 
tions on Iraq. @ 


Who did it? 


The manhunt 
begins 


LONDON AND SAN FRANCISCO 
Itis revealing a lot that should have 
been known already 


HE investigation into the perpetrators 

of last week's terror attacks is the larg- 
est ever mounted, embracing thousands 
of agents in America and detectives in doz- 
ens of countries stretching from Germany 
to the Cayman Islands. They are working 
backwards from airline tickets and hired- 
car receipts to try to reconstruct the net- 
work that put the attack together. In the 
course of doing so, they are turning up 
some alarming evidence of possible other 
attacks narrowly avoided and of threats 
still ahead—and also of clues missed or ig- 
nored that might have rung warning bells. 

The trail starts with the men who took 
over the four airliners hijacked on Septem- 
ber 11th. Within three days, the Federal Bu- 
reau of Investigation (FB1) released the 
names of 19 men it believed had mounted 
the attacks and then died along with their » 
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> victims. Several had been in the country il- 
legally and were wanted by the Immigra- 
tion and Naturalisation Service. Two were 
already sought by the FB1, but had eluded 
detection before boarding their flights. 

Since then, the lines of inquiry have 
fanned out from credit-card records and 
other information about these 19 men. A 
week after the attack, investigators had 
96,000 leads. Some of these will prove 
mistaken—confusion over similar names 
has led to some innocent Saudi Arabian 
airline pilots coming under suspicion. 
Some leads may be red herrings left by the 
terrorists to confuse the chase. But several 
have already pointed to further suspects. 

Besides the 19 dead men, investigators 
believe that a further 30 or so conspirators 
contributed directly to the attacks. Some 
may have intended to crash other planes 
themselves. The FBI wants to question 
passengers on an American Airlines flight 
that had been due to leave Boston for San 
Francisco at 9 o'clock on the morning of 
the attacks, but had been delayed, so thatit 
was still sitting on the runway at 9.25, 
when the Federal Aviation Authority 
grounded all flights. Some passengers 
never returned for the rescheduled flight. 

More than 80 people have already been 
detained, and the Fat has a list of another 
200 it wants to question. Most of those de- 
tained are being held on the ground of “im- 
migration concerns”. There are now new 
rules extending the length of time for 
which visa violators can be held. 

One of the most intriguing subjects of 
investigation did not need to be tracked 
down, since he was already in custody. Za- 
carias Moussaoui, a French-Algerian, had 
been picked up in Minnesota on August 
17th for carrying a false passport. What has 
really caught the authorities’ eye (some- 
what belatedly) is that after taking a few 
flying lessons and failing to qualify as a 
light-aircraft pilot, Mr Moussaoui offered a 
flight school large sums in cash to spend 
time on a jumbo-jet flight simulator. He 
was said to be interested only in learning 
to steer, not to land. Since the attacks he 
has been moved to a jail elsewhere, but 
has refused to talk. 

Other warnings went unheeded. In Au- 
gust, Mossad told the CIA that up to 200 
terrorists were slipping into the United 
States to attack a big target. Three weeks 
ago an anonymous letter to a radio station 
in the Cayman Islands said that three Af- 
ghans who had just been arrested for en- 
tering the Caymans illegally might be in- 
volved in plans by Osama bin Laden to 
attack airlines in America. 

Police in Hamburg have raided flats 
once lived in by three of the attackers be- 
fore they moved to America, and British 
police are investigating reports of a terro- 
rist training network in their country. Also 
in Europe, suspicious financial transact- 
ions in the week before the attacks have 


opened up another possible trail. Short- 
selling—transactions designed to profit 
from future drops in prices—was unusually 
intense in shares in reinsurance firms. In- 
surance shares fell after the attacks. Investi- 
gators will try to find out who it was that 
showed such sinister prescience. 

Several clues point to Mr bin Laden. Mr 
Moussaoui is thought to have made sev- 
eral visits to Afghanistan in the 1990s. Mo- 
hamed Atta, one of the suicide pilots, ap- 
parently had links to Egypt's Islamic Jihad, 
a group allied with al-Qaeda, Mr bin 
Laden’s network; Atta also met an Iraqi of- 
ficer in Europe this year. Khalid al-Midhar, 
another hijacker, was filmed last year in 
Malaysia meeting a man later linked to a 
suicide attack on the USS Cole, an Ameri- 
can warship, in Yemen last October, which 
Mr bin Laden is thought to have ordered. 
All this is suggestive. It is not yet proof. m 


Surveillance technology 
Uncle Sam and the 
Watching Eye 


Will terrorism change Americans’ 
minds about surveillance technology? 


HE first casualty of war is supposed to 

be truth, but after last week’s terrorist 
attacks many libertarians fear that, this 
time, the first victim will be privacy. 
Watchdog organisations and pressure 
groups worry that the threat of terrorism 
will be used as an excuse to install new 
surveillance technology, both in the real 
world and on the Internet, that would oth- 
erwise have aroused fierce opposition. 

Over the past few months there had 
been a growing backlash in America 
against the installation of “smart” closed- 
circuit television (CCTV) systems in public 
places. In January, a smart CCTV system 
was used to scan the faces of the 72,000 
people going to watch the Super Bowl in 
Tampa, Florida, as they passed through the 
turnstiles of the Raymond James Stadium. 
Their faces were covertly compared with a 
database of known criminals, using a fa- 
cial-recognition system. When details of 
the operation emerged, it was condemned 
by civil-liberties groups, who called it 
“snooper bowl”. The recent installation of 
a similar system to scan the faces of pedes- 
triansin Ybor City, Tampa’s entertainment 
district, has been denounced as “digital 
frisking” that makes pedestrians take part 
in a “virtual police line-up”. 

Over the summer, newspaper colum- 
nists repeated the message: unless Ameri- 
cans took a stand, their country would 
soon come to resemble Europe, where use 
of cctv is far more prevalent. Face-scan- 
ning systems have been installed in a num- 





ber of European city centres, shopping 
centres, sports stadiums and airports. Asin 
Tampa, such systems are routinely justi- 
fied on anti-terrorism grounds, and en- 
counter little opposition in places such as 
Britain and Spain, whose citizens are used 
to living with the threat of terrorism. 
When a system to scan the number plates 
of all cars entering and leaving the City of 
London was introduced a few years ago, 
Londoners accepted it without protest. 

Now that they too face the threat of ter- 
rorism in their own country, will Ameri- 
cans change their minds about surveil- 
lance technology? There is some evidence 
that they might. Joseph Atick of Visionics, 
a maker of facial-recognition systems, says 
that his company has been deluged with 
calls since last week's attacks. Journalists 
who previously wrote damning articles 
about the technology have called to apolo- 
gise, he claims, and law-enforcement 
agencies seem to have forgotten their ear- 
lier worry that introducing the technology 
would bring a public outcry. Visionics has 
installed new telephone lines to cope with 
the volume of enquiries; its share price 
(along with that of rival equipment mak- 
ers) has doubled. 

To privacy advocates, this is deeply 
troubling. Cindy Cohn of the Electronic 
Frontier Foundation, a civil-liberties group 
based in San Francisco, argues that facial- 
recognition systems are liable to suffer 
from “mission creep” as the database of 
suspects is broadened. Richard Smith of 
the Privacy Foundation points out that the 
“snooper bowl” incident was explained as 
an anti-terrorist measure, but that the 19 
suspects identified by the system were 
pickpockets and ticket scalpers. “They say 
they're putting these systems in to stop 
people from getting killed, and end up us- 
ing it for something else,” he says. 

Ms Cohn is concerned that measures 
dramatically extending the scope of tele- 
phone- and Internet-wiretapping were 
proposed and passed by Congress within 
half an hour last week. And, she notes, 
there have already been calls for restric- 
tions on the use of encryption technology, 
which allows Internet users to encode e- 
mails so that they cannot be read by any- 
one except the recipient. Bruce Schneier, 
an Internet-security expert, says he ex- 
pects surveillance to become far more 
widespread. Disliking this, he quotes Ben- 
jamin Franklin: “They that can give up es- 
sential liberty to obtain a little temporary 
safety deserve neither liberty nor safety.” 

Yet, as Mr Atick points out, to most peo- 
ple the threat of terrorism seems real, 
whereas the danger that surveillance tech- 
nologies will be misused seems theoreti- 
cal. Privacy advocates will now find it 
much harder to oppose such systems. So 
they are likely to become far more preva- 
lent as Americans accept a new balance 
between security and privacy. W 
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Lexington A leader is born 


George Bush is finding his voice—just as Harry Truman once did 
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WAR against terrorism would test the abilities of even the 

most experienced president, let alone a clumsy-tongued 
neophyte whose main contribution to foreign policy until last 
week, many people said, was to invent ingenious ways of irritat- 
ing his allies. You don't have to be one of the 51% of the elector- 
ate who voted against George Bush to worry about his ability to 
cope with such a momentous crisis. Yet, as the days pass, such a 
worry increasingly looks unfair. 

Mr Bush, as even his friends admit, got off to a slightly slow 
start. His failure to return to Washington until the evening of the 
assault seems to have been the decision of his security handlers. 
The debate still rumbles on about whether it would have been 
irresponsible to fly the president back to a capital under attack. 
But Mr Bush’s entourage made things worse by focusing so 
much energy on justifying the president’s absence from the capi- 
tal, as if public relations were what really mattered. “It was not 
our best moment,” one administration official now concedes. 

But, since then, the president has grown before the nation’s 
eyes, as he has consoled the bereaved and calmed the fearful. He 
has relied less on prepared scripts, rediscovered his voice, and 
regained his confidence. He has not been afraid to show his 
emotions: one day he was on the verge of tears when talking in- 
formally to reporters. But he has also projected a sense that he 
has the inner steel to fight a new kind of war. His address at the 
National Cathedral on September 14th, to an audience of the 
great and the good, was purposeful. But the real turning point 
came later that day when he went to see the rescue workers in 
New York. He stood on a pile of rubble, his arm draped around a 
retired firefighter. Someone handed him a bull-horn and he be- 
gan to address the crowd. “We can’t hear you,” shouted some 
members of the audience. “We can hear you,” Mr Bush replied. 
It was a moment that summed up, with simple eloquence, the 
nation’s gratitude to these men and women. 

Mr Bush’s approval ratings have soared to almost 90%, a level 
reached in the past 50 years only by his father and Harry Tru- 
man. It is easy to explain this away. All America wants him to 
succeed. The Democrats have thrown their full support behind 
the president. To be sure, his performance is still far from flaw- 
less. Talk of “whipping terrorists” may sound Reaganesque at 
home, but overseas it seems too close to a cowboy film. It is 


naive to pledge yourself to ridding the world of “evil-doers”. 
And it is downright idiotic to describe the war against Osama 
bin Laden as a “crusade”. The last thing the West wants to do is 
to turn this into a religious war. 

Yet even these slip-ups help to strengthen the tentative con- 
clusion that Mr Bush is the right man for the moment. His natu- 
ral diffidence and his verbal dyslexia make his new willingness 
to step up to the podium all the more impressive. Mr Bush was 
the perfect embodiment of the carefree America that died on 
September 11th 2001: an America which thought little about 
abroad, which was awash with easy money, and which saw no 
reason why you couldn't both cut taxes and increase social 
spending. People are warming to Mr Bush in part because his 
struggle to adjust to a new world is also America’s struggle. 

Public opinion is a notoriously fickle thing: his father saw his 
sky-high public opinion ratings fall to earth in the 1992 election. 
The real question remains whether Mr Bush has the staying- 
power to co-ordinate a full-scale war against terrorism: a war 
that may last for years, and will have to be fought on many 
fronts, economic and ideological as much as military. Mr Bush's 
father was able to mobilise the world behind Desert Storm be- 
cause he could draw on a lifetime of experience and contacts in 
foreign affairs. Mr Bush has no such hinterland to call on. 


Comes the hour, comes, eventually, the man 

Two things give cause for hope. The first is that, so far, the Bush 
administration has got all the big things right. It recognised im- 
mediately that America is involved in a new sort of war that 
will demand sustained effort and not just a spectacular display 
of firepower. It recognised that the war is also against the people 
who harbour terrorists, not just the terrorists themselves. Mr 
Bush is already preparing public opinion for the consequent in- 
evitability of further American casualties. 

The president has also surrounded himself with one of the 
most impressive foreign-policy teams in living memory. Dick 
Cheney and Colin Powell have both got first-hand experience of 
running a war, Mr Cheney as defence secretary during Desert 
Storm, Mr Powell as chairman of the joint chiefs of staff. Mr 
Powell has also got his hands dirty in combat. Mr Bush’s team 
has complementary skills. Mr Cheney, now being nicknamed 
“the war minister” by Washingtonians, is doing much of the de- 
tailed planning. Mr Powell, the most multilateralist member of 
the cabinet, is building relations with the allies. 

It will not be easy to keep these different voices singing from 
the same sheet. These are very early days. And terrorism is the 
most elusive target imaginable. But it is worth bearing in mind 
the comparison between George Bush and another accidental 
president, Harry Truman. 

Few people thought, in 1945, that this foreign-policy virgin 
had a chance of filling Fpr’s shoes. “If Harry Truman can be 
president, so could my next-door neighbour,” was one of the 
more polite judgments. At first, Truman was almost paralysed by 
the immensity of his task and the paucity of his experience. But 
this inarticulate haberdasher from the heartland became the ar- 
chitect of the Marshall Plan, NATO and the Truman doctrine. He 
had the grit to use the atomic bomb, the imagination to grasp 
the nature of the emerging cold war, and the simple eloquence 
needed to explain the strange new world to the Americans. Has 
Mr Bush the same hidden resources? It is no exaggeration to say 
that the future shape of the world hangs on the answer. m 
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Setting a new perimeter 


OTTAWA 


The United States’ response to terrorism has particular implications for its 
neighbours. Canada faces calls to harmonise its security policies, while Mexico 


(next story) is feeling ambivalent 


THER countries may claim a special 

relationship with the United States, 
but no country is more intimately bound 
to it than Canada. The two share a 
6,400km (4,000-mile) transcontinental 
border and the world’s largest bilateral 
trade flow, worth C$627 billion ($422 bil- 
lion) last year. So Canadians have quickly 
realised that the aftermath of the terrorist 
attacks in the United States will change 
their country too. 

The impact was immediate: 250 flights 
were diverted from American to Canadian 
airports last week, and some 30,000 air- 
line passengers were stranded for three 
days. They were well looked after. At Hali- 
fax, in Nova Scotia, the Canadian Red 
Cross quickly organised bedding and 
meals, as well as toys and clothes, for 
10,000 with cheerful efficiency, according 
to one passenger. Air traffic within Canada 
was cancelled, too, while the abrupt tight- 
ening by the American authorities of con- 
trols at border crossings delayed road 
transport, so much so that car-assembly 
plants closed for several days in each coun- 
try for lack of parts. 

Revulsion at the attacks has been wide- 
spread, and not only because up to 60 Ca- 
nadians died. On September 14th a crowd 
of about 100,000 turned out to honour the 
victims—the largest gathering ever known 
on Ottawa's Parliament Hill. “You are truly 
our closest friends,” said Paul Celucci, the 
American ambassador. 


Even so, Canada now faces some diffi- 
cult questions. The first is whether to erect 
what some have called “a perimeter wall” 
round North America, by harmonising im- 
migration, security and customs-clearance 
systems. Canada must be inside any such 
“wall” round the United States because 
87% of its exports go there, says John Man- 
ley, Canada’s foreign minister. 

Contrary to early reports, it appears 
that none of the 19 hijackers entered the 
United States from Canada, though a man 
who later arrived in Toronto was turned 
over to the FBI as a Suspect. Yet Canada has 
acquired a reputation as a terrorist haven. 
A large Tamil population in Toronto legally 
raises funds for terrorist insurgents in Sri 
Lanka. A group of Sikhs from Vancouver 
has been charged with blowing up an Air 
India jumbo jet, killing 329 passengers, in 
1985. The most worrying recent case con- 
cerns Ahmed Ressam, an Algerian who 
was arrested in December 1999 when try- 
ing to enter the United States, apparently 
in order to blow up Los Angeles airport. 
Though twice refused refugee status, he 
carried a (phoney) Canadian passport. His 
arrest uncovered a Montreal cell. 

Such cases have brought calls for 
changes in Canada’s traditionally liberal 
immigration policy; about 200,000 peo- 
ple are admitted each year. A new bill, 
which is close to approval, tightens the 
rules for refugees, requiring stricter secu- 
rity checks, granting authorities more dis- 
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cretion to detain people at the border, and 
restricting appeals against deportation. 
The government is already taking a sterner 
line against illegal immigrants; last year it 
deported some 8,900 people. 

In a parliamentary debate on Septem- 
ber 17th, Jean Chrétien, the prime minister, 
made it clear that he would not close Can- 
ada’s doors. “We will continue to offer a 
refuge to the persecuted,” he said. And he 
denounced as “unacceptable” several 
threats and assaults on Canadian Mus- 
lims. But the pressure to integrate further 
with the United States is strong. Mr Celucci 
was talking of acommon immigration pol- 
icy even before September 11th. The Fraser 
Institute, a conservative think-tank in Van- 
couver, has called for a customs union. 


Uncharitable terrorists 

The more pressing issue facing Canada is 
not immigration but internal security. An- 
other bill, to lift the charitable status of any 
group found to be supporting terrorism, is 
now likely to win swift approval in Parlia- 
ment—despite objections by human-rights 
lawyers that it leaves the definition of “ter- 
rorism” to official discretion. Stockwell 
Day, the leader of the conservative opposi- 
tion, called in the parliamentary debate for 
a comprehensive anti-terrorism law, simi- 
lar to those in Britain and the United States. 
The Liberal government is wary of such 
legislation, especially since Canada’s Su- 
preme Court has given a broad interpreta- 
tion to the country’s 1982 Charter of Rights 
and Freedoms. 

The third question for Mr Chrétien is 
whether, or how far, Canada should join 
the United States in military action abroad. 
The prime minister is to meet President 
George Bush early next week “to co-ordi- 
nate our actions”. The government seems 
prepared to send forces—but it has few at 
its disposal, partly because some are al- 
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> ready in Bosnia, Kosovo and Macedonia. 
Though its defence plans call for a brigade- 
size force of 5,000 men to be permanently 
available for deployment, only about 
1,200 troops (with no transport) could 
now be mustered, says one military pun- 
dit. More useful might be Canada’s squad- 
rons of F-18 fighter jets and a small special- 
forces unit. 

The United States has long complained 
that Canada spends too little on defence 
(just 1.2% of Gpr, half the average figure for 
its NATO partners). Mr Chrétien’s govern- 
ment is now expanding the 59,000-strong 
armed forces. He has promised to go “ev- 
ery step of the way” with the United States 
in its “war” on terrorism. That may mean 
taking some tough decisions he has so far 
ducked, such as whether to back Mr Bush's 
missile-defence plan, as well as a “perime- 
ter wall”. m 


Mexico and the United States 
Fair-weather 
friends? 


MEXICO CITY 


Heading for the sidelines 


WEEK before the terrorist attacks, Mex- 

ico and the United States were the big- 
gest of buddies. On a four-day state visit, 
President Vicente Fox played basketball 
with George Bush. Amid effusive pledges 
of friendship, Mr Bush made promising, if 
cautious, statements on migration and the 
drug war, the two top issues on the bilat- 
eral agenda. “The United States has no 
more important relationship in the world 
than our relationship with Mexico,” he 
said. He recalled that in 1861, Abraham Lin- 
coln had “paused in the darkest hour of 
this country’s history to send a word of 
hope to Mexico”. 

Now, as the United States faces another 
dark hour, Mr Fox said that Mr Bush had 
made a point of calling last weekend to say 
that he had not forgotten his commit- 
ments. Even so, Mexico fears relegation to 
the junior league of American foreign pol- 
icy. It will not be alone in that, but few will 
feel it so hard. Canada apart, the United 
States’ main allies for the fight to come will 
be in Europe, the Middle East, perhaps 
Asia, but not Latin America. America’s 
heightened suspicion of foreigners may 
dash Mexican dreams of guest-worker 
programmes and migrant amnesties. 
Moreover, tighter border security and the 
blow to the American economy, which 
takes 89% of Mexico's exports, will both 
hurt the country’s trade. 

How much so is unclear. For the forsee- 
able future, American customs officers are 
at “Level 1” alert. That means checking ev- 
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ery single vehicle crossing the border. At 
the busiest crossings, cars face a queue of 
up to four hours. Delays for trucks are shor- 
ter. So far, truck traffic has not fallen, says 
Carlos Benavides, the director of Camino 
Colombia, a toll road in Laredo, Texas. “But 
that’s because what's going through now 
was already paid for. We’ll have to see 
what happens in the next week or two.” 

The government has puta brave face on 
its disappointment. Officials have been 
anxious to show solidarity with the Un- 
ited States and push their ambition for 
Mexico to win one of the rotating seats on 
the United Nations Security Council this 
year. “The United States has every right 
and reason to seek revenge—we cannot 
deny them support,” said Jorge Castaneda, 
the foreign minister, a former left-winger. 

But for all this talk, many Americans 
living in Mexico wonder aloud why the 
country has held no official memorial 
ceremony or mass vigils, as Canada and 
some European countries have. Mexi- 
cans—notably well-educated, well-off 
ones—answer that question bluntly. “It 
isn't our fight,” “They had it coming for all 
the things they’ve done to the rest of the 
world,” and “Now they know what a real 
disaster feels like,” are commonly ex- 
pressed sentiments. Mund, a polling firm, 
surveyed 435 Internet users—a group “not 
representative of the general population,” 
points out Daniel Lund, Mund’s director— 
and found that only 22% would support 
sending troops to back a military reprisal, 
though another 31% would send aid. 

Anti-Americanism in Mexico has deep 
historical roots, stemming from the loss of 
half of its territory to its northern neigh- 
bour’s “manifest destiny” in the mid-19th 
century. NAFTA, and migration to the Un- 
ited States, have recently softened such 
opinions. Most Mexicans now have a fa- 
vourable view of their neighbour, accord- 
ing to earlier polls. But resentment en- 
dures, especially among the political elite. 

The same goes for the rest of Latin 
America, which has often felt bullied by 
the Yanquis. Although perhaps 70 Salva- 
doreans died in the New York attacks 
(along with maybe 19 Mexicans, and 
about 110 other Latin Americans), in El Sal- 
vador there were protests when the gov- 
ernment cancelled independence day pa- 
rades due for September 15th. In fact, 
nowhere in the developing world, where 
wars and natural disasters frequently kill 
thousands almost unnoticed elsewhere, 
have there been the outpourings of sym- 
pathy seen in Europe. 

In Latin America, that may also be be- 
cause people do not feel themselves to be a 
target. But Colombia, which has suffered 
its own terrorism, wants a regional “cru- 
sade” against it. Mexicans might yet con- 
clude that if they want the United States to 
be more than a fair-weather friend, they 
will have to reciprocate. m 
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Argentina’s economy 


Zeroing in 


BUENOS AIRES 


Turning spending cuts into reforms 


N JULY, when Argentina discovered it 

had exhausted investors’ confidence and 
thus its access to credit, President Fer- 
nando de la Rua’s government boldly 
adopted a plan to eliminate the country’s 
fiscal deficit at a stroke. On the strength of 
that policy, it has gained an $8 billion 
emergency loan from the 1mF this month. 
Now it must wrestle with the implications 
of “zero deficit”. None is easy. 

Domingo Cavallo, the economy minis- 
ter, has already slashed up to 13% from civil 
servants’ wages and pensions, and from 
payments to suppliers. Balancing the 
books requires trimming spending by a 
further $1 billion by December. Next year 
total government spending will fall by $6.5 
billion (or around 10%) compared with 
this year, according to a draft budget re- 
leased last week. The cuts could be more 
drastic still: the budget assumes economic 
growth of 6% next year. That was hero- 
ically optimistic even without the impact 
of the terrorist attacks on emerging-market 
finance (see page 65). No end is yet in sight 
to a recession now in its fourth year. Every 
percentage point by which the economy 
undershoots its growth target reduces tax 
revenues by around $500m. 

With an important congressional elec- 
tion next month, the government omitted 
vote-losing details from the budget. But it 
admits that the wage and pension cuts will 
continue if growth falls below target. Sav- 
ings should also come from interest pay- 
ments on debt, down by $2.7 billion on this 
year. Some $1.2 billion of this results from 
a debt swap in June; the rest is supposed to 
come from a new debt-restructuring deal 
backed by the 1mF. Since interest pay- 
ments now account for a fifth of total fed- 
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> will be “unavoidable but insufficient”, ac- 
cording to Ricardo Fuente of Ecolatina, an 
economic think-tank. 

The budget also foresees cuts of up to $3 
billion in revenue transfers from the centre 
to the provinces. But these may depend on 
Mr de la Rua gaining approval for a politi- 
cally tricky constitutional reform, which 
the government promised the IMF it 
would send to Congress by November. 

Cutting welfare spending is no more 
politically attractive. Almost two-fifths of 
total federal spending is accounted for by 
the social-security administration, the 
main state pensions and welfare body, 
whose budget this year is $23 billion. Its di- 
rector, Douglas Lyall, reckons he can 
squeeze up to $800m a year from effi- 
ciency savings. Similar claims have been 
made before. But this time they will be 
met, he says. 

Planned savings include $100m from 
renegotiating “excessive” bank charges 
and an administrative shake-up, including 
a clean-out of political appointees. An- 
other $250m is being trimmed from pen- 
sion schemes originally set up by the prov- 
inces, at least a tenth of whose pension 
claims are fraudulent, says Mr Lyall. (In La 
Rioja, the small home province of Carlos 
Menem, Argentina’s former president, 148 
“pensioners” are being investigated for 
fraud.) Another $350m will come from 
ending fraud in subsidies to poor families. 
But Mr Lyall concedes that more cuts are 
likely, meaning reductions for genuine 
claimants. In fact, a rising proportion of Ar- 
gentines work in the informal sector, and 
have no pension arrangements. 

Besides the main social-security fund, 
Argentina has an expensive mish-mash of 
health and welfare schemes, riddled with 
duplication and fraud. A proposal to re- 
place these with a single agency has failed 
to overcome entrenched political resis- 
tance. The supposedly autonomous pen- 
sioners’ health agency (known as PAMI) is 
another drain for government funds. It has 
been chronically mismanaged, serving 
both the main political parties as a slush- 
fund. Other sensitive targets include pub- 
lic universities ($1.8 billion), a $660m fund 
to bolster teachers’ wages and some 
fiercely defended special interests: a fund 
for La Rioja ($145m), another for tobacco 
production ($180m), and fuel subsidies in 
Patagonia ($100m). 

Touching any of this will be hard, even 
if the government survives the pasting it is 
likely to receive in next month’s elections. 
Still, most economists agree that, provided 
it can stick to its “zero deficit”, it will proba- 
bly not need to raise more money until the 
second half of next year. Its progress in cut- 
ting spending will be closely watched by 
the IMF as well as by investors. But even if 
it succeeds, it will merely postpone, not 
end, the risk of a debt default—unless and 
until the economy starts growing again. E 


Panama 


Becalmed 


PANAMA CITY 
Missing economic opportunities 


N DECEMBER 1999, when the United 

States pulled out its last troops and 
handed control of the Panama Canal to 
Panama’s government, alarmists foresaw 
disasters ranging from shipping chaos to 
an invasion by Colombian guerrillas. Op- 
timists predicted a new era of growth fora 
small but strategically placed country, 
blessed with good infrastructure and lots 
of investment possibilities. The alarms 
have proved false, but so have the hopes. 

Plans to develop the formerly Ameri- 
can-owned canal zone have stalled. Ship- 
pers grumble that more than three years 
after the Panama Maritime Authority was 
created to define a strategy for their indus- 
try, there is still no strategy. Discontent is 
growing as the economy slows. Riots over 
bus fares have been followed by distur- 
bances this week in Colon, the second city, 
where crime and poverty are rife. 

Much of the frustration is directed at 
President Mireya Moscoso, who took office 
two years ago promising increased social 
spending and a more cautious approach to 
economic liberalisation. Her government 
has suspended planned privatisations and 
raised some agricultural import tariffs. It 
has also faced unexpected difficulties. 
Government revenues from the canal 
were up by 46% in 2000 compared with 
the previous year, after a change in its sta- 
tus from that of a non-profit American fed- 
eral agency to a privatised business. But 
revenue from other taxes has fallen 
sharply. The government is heading for a 
fiscal deficit of up to 1.5% of Gpr this year, 
after balancing its budget in 2000. 
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The economic slowdown is not Mrs 
Moscoso’s fault. The departure of hun- 
dreds of big-spending American canal 
staff, the world economy, high oil prices 
and low banana and coffee prices have all 
taken their toll. But critics such as Guil- 
lermo Chapman, a former economy min- 
ister, argue that Mrs Moscoso “has taken a 
long time to recognise that this slowdown 
is happening and hasn't come up with an 
effective programme to face it.” 

Coming on top of a nagging series of 
corruption scandals, this has undermined 
Mrs Moscoso’s popularity and political 
fortunes. Last year two parties from her co- 
alition defected to the opposition. They are 
now refusing to pass a much-needed tax 
reform until the government sets out its 
economic plans, cuts spending and cracks 
down on tax evasion and corruption. 

Nor did Mrs Moscoso help herself by 
appointing many young and inexperi- 
enced new officials. The Interoceanic Re- 
gion Authority, which is responsible for 
canal-zone development, had several pro- 
jects ready to start, including the redevel- 
opment of Howard air-force base. But after 
Nicolas Ardito-Barletta, the authority’s di- 
rector, resigned over a dispute with the 
president, his plans were put on ice. So 
Panama has not taken advantage of some 
unusual opportunities. 

The government says it will spend 
more on promoting tourism. It will soon 
abolish a $1 tax on international telephone 
calls. That might attract call centres to the 
country, since it has good fibre-optic con- 
nections. And when the Financial Action 
Task Force, a rich-country watchdog, 
placed Panama on its money-laundering 
blacklist last year, the government passed 
new laws that tighten financial controls 
and got the country removed from the list 
this year. Panama’s banking authorities 
are now advising counterparts in Costa 
Rica, Guatemala and Russia. The govern- 
ment can move fast when it wants to. A 
pity it doesn’t want to more often. m 





In Colon, they think the government's a load of rubbish 


Financial management for challenging times 


Keeping up with today's global business For knowledge, experience and training you and 
environment is challenging. Overcoming those your business can rely on, talk to CIMA. 
challenges requires commitment and flexibility. 

You need comprehensive financial management 

skills. And a professional qualification that Visit our website at www.cimaglobal.com 
responds to the demands of the business world, or email marketing@cimaglobal.com, quoting 
placing you at the forefront of developments. reference C106 


BANGKOK. 


LOCATION, VALUE, CONVENIENCE, SERVICE. 
AND, NOW WITH A NEW LOOK. 


N 
Aa ~~ a] . - j 
= i tes ir, tof 
aes (g> g : 
hin ee cnr 
SP he Ya 


847 Petchburi Road, Bangkok 10400 Tel: O 2653 9000 Fax: O 2653 9045 
L For reservations, email: reservations@watergate.amari.com Visit our Web Site: http://www.amari.com 





International 


Israel and the Palestinians 





Stop, says the superpower 


JERUSALEM 


Israel and the Palestinians are groping towards a fragile truce 


TRANGE are the uses of adversity. In a 

single week of intensive diplomacy 
after the terror attacks in Washington and 
New York, America seemed to have 
pushed Israel and the Palestinians into a 
ceasefire in the West Bank and Gaza. On 
September 18th Yasser Arafat called on the 
Palestinians to stop shooting, even in their 
own defence. In return, Ariel Sharon, Is- 
rael's prime minister, ordered his army to 
stop offensive actions against the Palestin- 
ians and pull back from its advanced posi- 
tions. This might, said Shimon Peres, Is- 
rael’s indefatigable foreign minister, be a 
“turning-point”. 

Perhaps. But even if the ceasefire holds, 
the fact is that there has been no meeting 
of minds between Mr Sharon and Mr Ara- 
fat. Rather, each has been made to under- 
stand that neither can afford to cross the 
United States in its hour of need and peril. 
America intends to build the widest possi- 
ble coalition before launching its counter- 
strike against terrorism. The unequal strug- 
gle in the Palestinian territories, televised 
daily around the Arab world, makes it 
harder for Muslim countries to join an alli- 
ance led by Israel's chief ally. Ergo, that 
fighting must end. 

This is a tactical setback for Mr Sharon. 
He had hoped that the attack on America 
would unite Israel and America against Is- 


lamic terrorism, and bring home to Ameri- 
cans the suffering of Israeli civilians at the 
hands of Palestinian suicide bombers. 
Calling Mr Arafat Israel's Osama bin 
Laden, Mr Sharon had cancelled a meeting 
between Mr Arafat and Mr Peres, on the 
ground that such a meeting at such a time 
would bestow legitimacy on a terrorist. 

The Americans, it seemed, were having 
none of this. At midweek, the Arafat-Peres 
meeting seemed poised to go ahead, pro- 
vided—in deference to Mr Sharon—that 
there were first at least 48 hours of calm on 
the ground. The killing of an Israeli 
woman in a “drive-by” shooting near a set- 
tlement south of Jerusalem on September 
20th seemed by itself unlikely to disturb 
progress. Meanwhile, Colin Powell, Amer- 
ica’s secretary of state, had swiftly dis- 
missed the possibility of Israeli forces join- 
ing any military action that the Americans 
might be planning. 

For Mr Arafat, the American-imposed 
truce may be an opportunity. His difficulty 
since the intifada began has lain in work- 
ing out how to end it without having any 
diplomatic gain to show for the loss of 
some 600 Palestinian lives. The Israelis are 
still intent on giving him none: hence their 
refusal to negotiate “under fire”. With the 
pattern of Middle Eastern alliances sud- 
denly shifting, Mr Arafat can now try to 
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persuade his people that it is time to show 
they are on America’s side. This will not be 
easy, given that many of them plainly are 
not. Hamas and Islamic Jihad, the groups 
that have specialised in suicide attacks 
against Israelis, may react with redoubled 
fury if they perceive America’s coalition to 
be directed against the militant Islamism 
to which they subscribe themselves. 
What, though, if a ceasefire were to take 
hold? The two sides could then move on to 
implement the provisions of the Mitchell 
Commission’s report, compiled earlier this 
year. The report calls for military redeploy- 
ment, a settlement freeze, the lifting of clo- 
sures and other restrictions on civilian life 
in the Palestinian territories and, above all, 
for resumed peace talks. Just to get that far 
would be a minor miracle. Mr Sharon is 
strongly attached to the West Bank settlers 
and so opposes a settlement freeze. And 
even if serious peace talks did resume, 
their chances of success would be remote. 


And next? 

The little common ground that seemed to 
exist at last year’s Camp David summit, 
when Ehud Barak was Israel’s prime min- 
ister, has been washed away by a year of 
recrimination and bloodshed. Mr Sharon 
has made no secret of his belief that Mr Ba- 
rak’s negotiations with the Palestinians 
went too far, and that they must eventu- 
ally be made to settle for far less than they 
were offered by his predecessor. Many Is- 
raelis who supported Mr Barak have 
grown hawkish as a result of the Palestin- 
ians’ bloody intifada. Given that the Pal- 
estinian negotiators rejected as inade- 
quate the very terms that Mr Sharon views 
as too generous, there seems little pros- 


pect, under their present leaders, of the » 






> two sides reaching an early peace deal. 

From the Bush administration’s point 
of view, all of this is now a problem for the 
medium-to-distant future. What matters 
for the present is to soothe the sore of Pal- 
estine while Arabs elsewhere are coaxed 
into Mr Bush’s grand alliance against terro- 
rism. This is chastening for Israel. In the 
Gulf war, the last time the Americans 
asked them to keep their heads down and 
exude sweet reason, their reward was to be 
bombarded in their cities by Saddam Hus- 
sein’s Scud missiles. 

Even if Israel is spared, this time, the 
frustration of being hit and not being al- 
lowed to hit back, it is likely to face the in- 
tensely uncomfortable situation of being 
frozen out of the evolving international co- 
alition of what President George Bush 
himself calls “good against evil”, while its 
enemies, among them states that have 
long trysted with terror, are assiduously 
wooed by the Americans. = 


Iran and the United States 
The enemy of my 
enemy 


TEHRAN 


Ashared distaste for the Taliban 


ACK in 1991 Iran stood and watched as 

America, a distant foe, defeated Iraq, a 
neighbour, in the Gulf war. A decade on, 
as America squares up to another neigh- 
bour, the Taliban of Afghanistan, it is a bit 
different: Iran’s leaders are far from being 
of one mind. President Muhammad Kha- 
tami and his reformist supporters would 
like to use the episode to get closer to 
America, while the establishment around 
Ayatollah Khamenei, the supreme leader, 
is determined to stop them. Both sides, 
however, are united in their desire to have 
a say in Afghanistan's political future, and 
both are anxious to prevent an influx of 
Afghan refugees: Iran already plays host to 
about 2m of them. 

At first, reformists and conservatives re- 
acted to the attacks on American civilians 
with unexpected cohesion. The presi- 
dent's prompt message of condolence did 
not come as a surprise. More noteworthy 
was the sympathy offered by the same 
hardline clerics whose Friday sermons are 
so often accompanied by chants of “Death 
to America!” According to Colin Powell, 
the American secretary of state, such “sig- 
nals” were “worth exploring”. Meanwhile, 
Mr Khatami reassured Kofi Annan, the UN 
secretary-general, that terrorism was a 
“shared problem”. 

The back-slapping was too anomalous 
to last. Earlier this year America’s State De- 
partment designated Iran the world’s 


“most active state-sponsor of terrorism in 
2000”. In June a United States federal jury 
found that Iran had “directed” the murder, 
in 1996, of 19 American marines in Saudi 
Arabia. For their part, Iranians of all hues 
accuse America of supporting a terrorist 
state, Israel. 

On September 16th a State Department 
official said that Iran's help in a campaign 
against terrorism would be welcomed 
only if it withdrew support from Hiz- 
bullah—hardly a realistic demand, not 
least because few countries, apart from 
America and Israel, consider Hizbullah to 
be a terrorist organisation. The next day Mr 
Khamenei waded in to bolster anti-Ameri- 
canism in Iran. He attributed the attacks to 
America’s policy in the Middle East and 
claimed to have detected “signs of Zionist 
direction and planning” in the mayhem. 

In spite of all this, it is still possible that 
Switzerland’s ambassador in Tehran, who 
looks after America’s interests there, will 
bear encouraging messages when he 
meets officials in Washington in the next 
few days. Afghanistan is the only subject 
on which Iran and America co- 
operate diplomatically. The Iranians’ dis- 
like for the Taliban is only a few notches 
short of that felt in America. It is an open 
secret that Iran supplies arms and training 
to the Northern Alliance, a loose anti-Tali- 
ban coalition. As a Shia Muslim theocracy, 
Iran projects itself as the protector of Af- 
ghanistan’s Shia minority, who have been 
cruelly oppressed by the Sunni Taliban. 

The ceasefire called by Yasser Arafat 
this week may have increased, slightly, the 
chances of co-operation between the Un- 
ited States and Iran—but not if America ex- 
pects Iran to abandon long-held positions 
about the Palestinians, or appears to disre- 
gard its fears of a fresh flood of refugees. 
There would be strict limits to such co-op- 
eration. But deploying an extra division or 
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two on the Afghan border to coincide with 
an American attack would prove an un- 
welcome distraction for the Taliban. 

So, indeed, would allowing Afghan op- 
position groups based in Iran to raise, as 
they have requested, an irregular army 
made up of refugees to march across the 
border. According to Yousef Vaezi, the Teh- 
ran representative of the Unity Party, a 
component of the Northern Alliance, a 
force like this might attract as many as 
100,000 volunteers. Such a scheme would 
please Iran’s interior ministry, which has 
been trying for years to find ways to per- 
suade Afghan refugees to go home. m 


Muslims in Africa 


Stoking fires 


JOHANNESBURG 
Some African governments are braced 
for an increase in religious tension 


D ON’T let retaliation against Muslim fa- 
natics itself create a “fertile climate for 
terrorism”, pleaded South Africa’s deputy 
foreign minister, Aziz Pahad, this week. 
Some African governments are already jit- 
tery that heedless talk of a “crusade” 
against Muslim enemies will stoke violent 
quarrels between Islamic groups and oth- 
ers at home. Hussein Solomon, of Pretoria 
University, reckons that there are 380m 
Muslims in the whole of Africa—more 
than in the Middle East. The Organisation 
of Islamic Conference, a grouping of Mus- 
lim countries, has 22 members from sub- 
Saharan Africa. 

Of these, only Sudan seems a possible 
target for American strikes. America has 
no representation there, and it is one of 
seven countries listed as a sponsor of ter- 
rorism by the State Department. Osama 
bin Laden, chief suspect in last week’s at- 
tacks, lived there until 1996, and Sudan has 
been under an American trade embargo 
since he left. Mr bin Laden was linked to 
the bombings in August 1998 of America’s 
embassies in Kenya and Tanzania, which 
killed over 220 people, most of them Afri- 
cans. In retaliation, the Americans 
bombed a factory in Khartoum, Sudan’s 
capital, which, they said, produced chemi- 
cal weapons. This week, however, the Su- 
danese government—which has recently 
been trying to distance itself from Islamic 
ideologues—was anxiously rushing to as- 
sure the world that it was “not connected 
with what happened in the United States”. 

Mr bin Laden has also been linked, 
though the evidence is shaky, to the killing 
and humiliating of American peacekeep- 
ers in Somalia in 1993. The Americans and 
the UN were driven out and, since then, So- 
malia has become even more rigidly Is- »» 
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American air strikes against Afghani- 
stan and Sudan in 1998 were followed in 
parts of east and southern Africa by viol- 


ent activity by Islamic groups. In South Af- 


rica Islamic militants called People Against 
Guns and Drugs (PAGAD) were thought to 
be behind a spate of bombings aimed at 
buildings in Cape Town which erupted in 
early 1999. Though PAGAD appears to be a 
spent force, reports of attacks on Muslim 
traders may stir its supporters into action 
again. A mob looted 25 shops and 
smashed up an Islamic centre in a Somali 
community near Port Elizabeth last week. 

An Islamic rebel group is also behind a 
series of bomb explosions in Uganda’s 
capital, Kampala, which have killed doz- 
ens of people since 1998. The Allied Demo- 
cratic Forces (ADF), which also has non- 
Islamic supporters and is said to be backed 
by Sudan, conducts a vicious guerrilla war 
in western Uganda. The government 
seems to have it on the run but its tactics 
may threaten legitimate protest. An anti- 
terrorism bill published last week imposes 
the death penalty for any convicted terro- 
rist and for anyone who backs terrorism. 
Some people fear the bill might be used 
against members of the opposition, who 
are already forbidden to form a political 
party. 

There is similar concern in Tanzania, 
where the government may be using the 
threat of Islamic extremism for its own 
benefit. The only electoral challenge to the 
ruling party of President Benjamin Mkapa 
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comes from mostly Muslim Zanzibar, 
where the authorities regularly invoke the 
threat of Islamic fundamentalism at poll- 
ing time. After the general election last Oc- 
tober, dozens were killed on Zanzibar by 
the security forces and hundreds fled to 
nearby Kenya. 

In West Africa too, several countries 
have reason to fret over increased religious 
tension. Islam, which has been present 
there for centuries, is spreading, and many 


Muslims are becoming increasingly vocif- 


erous and hostile to western influence. In 
Mali, where 90% of the population is Mus- 
lim, a recent conference of Islamic associa- 
tions heard imams demand that only 
those who “espouse Islamic values” 
should be presidential candidates. 

Most seriously, in Nigeria, where over 
half the population is Muslim, some 7,000 
people have been killed in religious and 
ethnic violence in recent years. Over 500 
people have died in the northern town of 
Jos alone this month, with some of the 
worst fighting between Christians and 
Muslims apparently fired by news of the 
attacks in America. Since military rule 
ended in 1999, politicians have used reli- 
gion as an electoral weapon and a dozen 
State governments in northern Nigeria 
have introduced hardline sharia law. The 
federal government is anxious to see an 
end to the resulting violence, lest it desta- 
bilise all of Nigeria. Restoring peace would 
be hard enough if the world were calm, 
but in the face of an international hunt for 
Muslim terrorists, it may be impossible. m 
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of the day, some of Somalia’s war- 
lords are accusing the one-year-old in- 
terim government of turning this 
battered country into an Islamic state. 
Their clan-based militias still rule large 
tracts of fragmented Somalia, 11 years 
after the overthrow of its dictator, Siad 
Barre. They used to fight each other, un- 
til some of them formed an alliance 
against the new government. 

But the government has had little to 
do with the rise of Islam. Traditionally, 
Somalia had a strict and sometimes 
brutal social code, but its version of Is- 
lam was relaxed. The trauma of the war 
and the destruction of the state made 
people turn to God and to the only in- 
stitutions still standing, Islamic ones. 

Before the war, for example, only 
married women wore headscarves. 
Now virtually no woman goes bare- 
headed, and even young girls wear the 
Arab chador (many of them obtained in 
relief packages from Arab NGOs) 
wrapped nunnishly around the head 
and neck. In Mogadishu 50 of the 70 
girls’ schools are run by Arab NGOs. For 
90% of Somali children, the only avail- 
able schools are koranic. 

Post-colonial Somalia used sharia, 
the Islamic legal code, for its family law 
and, since the breakdown of the state in 
1991, it has been the only law of any 
kind. The first courts were established 
in 1993 as an emergency response to 
disorder in north Mogadishu. One of its 
judges, Sheikh Ali-Dheere, cut off a 
dozen or so hands and 
cleaned up the streets overnight. More 
courts sprang up, backed by Arab NGOS 
and policed by militias. 

The government recently an- 
nounced that the sharia courts would 
pe taken uver ead et u ees 

ongside qualified lawyers. In theory, 
the new courts will have three judges, 
including one for sharia elements. In 
practice, of the 100 judges who applied 
for the government refresher course, 80 
were from the sharia courts. So, for the 
time being, sharia remains. 

One member of the government, 
Sheikh Hassan Dahir Aweys, predicts 
that sharia will one day be 
as the law of the land. But he says it 
will not be applied to somalia’ a s war 
criminals. “If we try the warlord killers, 
Americans will say, ‘Fundamentalists 
are killing people’,” he claims. “So we 
say, ‘You do it, then’.” 
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The tech boom did not end last 
year. It just noisily changed gear 


ACK in February 1999, this newspaper 

predicted that the wave of industrial 
activity based on semiconductors, fibre 
optics, networks and software was “ap- 
proaching maturity”, and that a shake- 
out would not be far behind. The frothy 
boom was destined to fizzle out as the 
technologies matured and returns to in- 
vestors declined with the dwindling 
number of opportunities. All that hap- 
pened a year or so later. 

No special crystal-ball was needed. To 
anyone who cared to look, it had become 
clear that the long waves of industrial ac- 
tivity noted in the 1940s by Joseph 
Schumpeter, an Austrian-born econo- 
mist best remembered for his views on 
“creative destruction”, were getting dra- 
matically shorter. To be frank, The Econo- 
mist was intrigued more at the time by 
the quickening pace of innovation than 
by trying to forecast precisely when the 
technology-laden Nasdaq bubble would 
burst. 

When traced back to the Industrial 
Revolution in 18th century England, 
Schumpeter noticed that these waves of 
innovation had ebbed and flowed every 
50-60 years. Each fresh wave had brought 
with it a “new economy” that led to 
mindless investment and wild excess, fol- 
lowed by a ruinous shakeout, but left the 
world a richer and better place. 

The first such boom, propelled by in- 
ventions in cotton-spinning, iron making 
and steam power, lasted from the 1780s 
to the 1840s. The second wave came 
crashing in with innovations in steel 
making and railways, lasting for half a 
century before running out of steam 
around 1900. The third ran for another 
50-odd years powered by electrification 
and the internal combustion engine. But 
the fourth industrial wave—launched in 
the early 1950s on the back of petrochem- 
icals, electronics, computing and aero- 
space—petered out in the late 1980s, 
having lasted for little more than 35 years. 

Why the sudden speeding up? Per- 
haps because companies had stopped 
leaving the process of innovation to 
chance. Starting with Bell Labs in 1925, 
corporate laboratories sprang up all over 
the place, allowing firms to search for 
new technologies in a systematic man- 
ner. On top of that, the analytical and 
computational tools that were developed 


boosted the productivity of research tre- 
mendously. 

Then came the tsunami that thrust so 
many high-tech firms along at breakneck 
speed during the 1990s before tossing 
them on the beach. Schumpeter’s fifth 
wave started around 19839, following the 
widespread introduction of the client- 
server form of corporate networking. 
With “fat clients” (ie, networks of per- 
sonal computers stuffed with memory 
and processing power) on two desks out 
of three, the industrial world was ready 
to embrace the fledgling Internet and the 
torrent of innovation in software, multi- 
media and telecoms that ensued. 

Schumpeter’s fifth industrial wave is 
far from over. It will probably run for 
20-25 years all told, handing over to the 
next technological upswing around 2010- 
15. So what was that ghastly Nasdaq 
crash in April 2000—and the subsequent 
evaporation of venture-capital funds—all 
about? Nothing more than the crunch of 
gears as the present cycle came to the end 
of its easy upswing phase and droppeda 
cog ready for its plodding second phase. 


Same old cycle, just faster 

For two centuries, each new surge of 
economic activity has come in three dis- 
tinct phases. The first phase was a heady 
upswing as successful participants—in 
cotton, railways, motor cars, electrical 
goods, petrochemicals or whatever was 
the technological driver of the day—en- 
joyed fat margins, set standards, killed off 
weaker rivals and established them- 
selves as leaders of the pack (today, think 
of Cisco, Intel and Microsoft). Then came 
the second phase as the market matured 
and the dominant firms hunkered down 
for slower growth. The final phase, a 
short and sharp decline, occurred when a 
whole new set of technologies started 
jostling for the attention of investors. 

Itis still too early to say what combina- 
tion of new technologies will unleash the 
world’s next great surge of economic ac- 
tivity. But they will doubtless build on 
the previous wave’s successes—just as 
they have done before. The Internet, for 
instance, was simply a more advanced 
version of the store-and-forward concept 
pioneered by telegraphy. 

TỌ would like to hear from readers 
what they think the technologies for the 
next wave will be and why (comments, 
please, to letters@economist.com). All 
being well, a selection of the most com- 
pelling arguments will be published in 
the nextissue. m 
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Tapping the ether Tiyuy whichteimemet 


Wireless networking may be 
fast, cheap and convenient, 


butitis wide open to anybody 
who wants to eavesdrop 


that network connectivity is a good thing. 
Itis therefore no surprise that wireless 
networks have become popular in a short 
period of time. This new type of net- 
working—formally known as 802.11b but 
usually referred to as wireless Ethernet, 
AirPort or Wi-Fi—has taken the corporate 
world by storm, infiltrated even small of- 
fices and homes, and showing up in ho- 
tels, airports and Starbucks coffee shops. 

Wireless Ethernet offers considerable 
savings because it avoids the cost of run- 
ning wiring into every room. With an 
802.11b-equipped computer, you just 
need to be in range of a so-called “access 
point” (base station) which connects the 
wireless network to a wired one. People 
with wirelessly attached laptops are free 
to wander about the building, even ven- 
ture outside, without forgoing their net- 
work connections. 

Unlike the much-hyped Bluetooth, 
which is designed to be a wireless re- 
placement for relatively short cables, 
802.11b is an eminently useful wireless 
data networking standard. But its Achilles 
heel is a glaring lack of security. In the 
two years since Apple introduced a cheap 
form of wireless Ethernet called AirPort, 
802.11b’s growing popularity has 
brought it to the attention of both hackers 
and security researchers. As a result, 
802.11b’s security has been shown to be 
more a placebo than a proper form of 
protection. 

The first problem is that most users do 
not even enable the basic security mea- 
sures that are built in to 802.11b. Reports 
of outsiders tapping into corporate net- 
works from the street below are legion. 
But even those who enable all available 
security features are being lulled into a 
false sense of security. 

Wired Equivalent Privacy (WEP) is 






802.11b’s current security scheme, and is 
intended to provide two kinds of protec- 
tion. It is supposed to thwart eavesdrop- 
ping as information flies through the 
ether. Itis also supposed to prevent unau- 
thorised devices from using an access 
point to gain admission to the wired part 
of its network. As its name suggests, WEP 
purports to provide the same level of se- 
curity as a wired network would. How- 
ever, breaking into a wireless network 
that spills outside the building is far eas- 
ier than breaking into a building itself to 
tap into a wired network. Apart from be- 
ing illegal, accessing a wired network in- 
side a building is obviously much more 
inconvenient than sitting in the car park 
within range of an access point. 

Few people other than locksmiths 
care about how locks actually work, as 
long as they do their job. Unfortunately, 
wep’s locks do not provide nearly the 
hurdle to miscreants that users have been 
led to believe. This is because the tech- 
niques used to construct the WEP system 
were put together in a haphazard fashion. 
The encryption scheme used by WEP, 
called RC4, is secure when used correctly 
and has survived the test of time on the 
Internet. Indeed, web browsers include 
SSL (secure sockets layer), which is based 
on RC4, to protect their connections. In 
the case of WEP, however, RC4 is used in- 
appropriately—rather like trying to puta 
tractor engine in a bus just because itis 
also an internal combustion engine. 

In a well-designed cryptographic sys- 
tem, the length in binary digits (“bits”) of 
the encryption key determines how 
much effort is required to break the sys- 
tem. A 40-bit key length, for example, 
means that the key can have one of 2* (ie, 
two multipled by itself 40 times) values. 
The only way to discover such a key 
should be via a brute-force attack, trying 
each possible key until the correct one is 
found. That said, wEP’s standard 40-bit 
key length is woefully short compared 
with the 128-bit keys (ie, one of 2'” possi- 
ble values) considered prudent today. But 
even that might not be enough. 


Passive attack 
Last October, an Intel researcher pub- 
lished a paper illuminating design flaws 
that cause 128-bit WEP keys to be only 
slightly more secure than their 40-bit sib- 
lings. In January, workers at the Univer- 
sity of California, Berkeley, described 
how they were able to beat WEP without 
trying every key. A team at the University 
of Maryland then published a paper in 
March, systematically showing 802.11b’s 
collection of security features to be inef- 
fective. In early July, an employee of a se- 
curity firm called @Stake disclosed yet 
another weakness in WEP’s design. 

The piéce de résistance, however, 
came in late July when a team from the 
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> Weizmann Institute in Israel and Cisco 


Systems in California announced that, 
unlike the previous findings, WEP’s secu- 
rity could theoretically be broken viaa 
so-called “passive attack”. Such an attack 
provides no clues that an intrusion has 
even occurred. In late August, a group at 
AT&T Laboratories in New Jersey proved 
the theory. Armed with off-the-shelf 
hardware and permission from the net- 
work administrator, an AT&T intern ac- 
quired the network’s master password in 
a matter of hours. The AT&T group did 
not release the software code they had 
used, but knowing that it was possible 
motivated several developers to create 
their own programs to prove that the vul- 
nerabilities could be exploited. The most 
prominent of these tools, AirSnort, was 
created by programmers at Cypher42, a 
software and security company basedin 
St Cloud, Minnesota. 

Most of 802.11b’s access points require 
that the administrator specifies a single 
key, and then tells all the users of that ac- 
cess point what the key is. Use of such 
“static” keys makes it even easier for at- 
tackers to take advantage of WEP’s vul- 
nerability, since it is a nuisance to change 
the key and then have all the users 
change their settings. With everyone us- 
ing the same key, there is plenty of traffic 
to capture and analyse. Key changes—if 
they happen at all—are few and far be- 
tween. That means, once a static key is 
compromised, it tends to be useful for 
some time to come. 

This weakness can be ameliorated by 
frequent key changes, which is precisely 
what products from companies such as 
Cisco do. This line of defence uses so- 
called “dynamic” keys, which are valid 
only fora short time, and can be assigned 
to a specific user as well. Increasing the 
number of keys used to encrypt traffic 
makes the attacker’s life more difficult 
and reduces the time—and the amount of 
data—that an attacker gets to determine 
the key. l 

Unfortunately, current dynamic key 
solutions are proprietary. Until the rele- 
vant standards bodies agree on a new se- 
curity scheme for 802.11b—unlikely 
before the end of 2001—the majority of 
wireless Ethernet users will remain vul- 
nerable. And even when a new standard 
is chosen, it will take months until more 
secure products become available. 

The Wireless Ethernet Compatibility 
Alliance (weca)—the industry group 
that champions the cause of 802.11b—be- 
haves as if wireless Ethernet users are to 
blame if they rely on wer for security, 
and should know to take additional pre- 
cautions. Using ssL, for example, easily 
thwarts an AirSnort attack, but the major- 
ity of web traffic does not use SSL. Fur- 
thermore, WECA argues thatif the 
information on a wireless network is sen- 


sitive, then the obvious thing to dois en- 
cryptit by using a VPN (virtual private 
network). Finally, access points should be 
placed in front of—and not behind—a fire- 
wall to make sure that any wireless vul- 
nerabilities do not compromise the wired 
network that really must be protected. 

Such suggestions rather miss the 
point. Not only are they a tacit admission 
of the false sense of security engendered 
by wep, but such measures are only fea- 
sible for corporations with well-staffed rT 
departments, and not viable for small- 
businesses and home users. 

The rapid adoption of 802.11b pro- 
vides some useful lessons. Foremost is 
that the security aspects of any new data- 
communications technology must be ad- 
dressed early by engineers, rather than 
added as a bundle of technologies that 
look good but quickly fail when exposed 
to the forces of the real world. By the time 
a technology is well along the way to 
public acceptance, itis too late to discover 
that a crucial part of the foundation is 
crumbling. There is no question that 
802.11b can be made secure by replacing 
WEP. But this will not help all those who 
have already built their wireless net- 
works—and depend on them for their 
livelihoods. = 
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How to see 
through walls 


ri 


Transparent concrete is encouraging 
architects to rethink how they design 
buildings 


ONCRETE has been a high-tech ma- 

terial since Roman times, when it 
was discovered that adding volcanic ash 
to the mix allowed it to set under water. 
Similarly, the Romans knew that adding 
horsehair made concrete less liable to 
shrink while it hardened, and adding 
blood made it more frost-resistant. In 
modern times, researchers have added 
other materials to create concrete that is 
capable of conducting electricity. It heats 
up when a voltage is applied, making it 
possible to build runways and drives that 
clear themselves of snow. Bill Price of the 
University of Houston now has an ambi- 
tious plan to make concrete with an even 
more unusual property: he wants it to be 
transparent. 

Dr Price first had the idea when he 
saw an architect’s model of a concert hall 
made using translucent materials, so that 
the model’s structure could be seen more 
easily. He started to wonder whether the 
actual concert hall could be built so thatit 


resembled the translucent model. That 
meant finding a way to make concrete 
transparent. 

Thatis not as crazy as it sounds. Tech- 
nically, concrete is simply a mixture of 
three ingredients: big lumps of material 
called the coarse aggregate (such as 
gravel), smaller lumps called the fine ag- 
gregate (such as sand) and a binding 
agent, or cement, to glue it all together 
into a solid. So translucent concrete, in 
theory, should be fairly easy to make us- 
ing bits of plastic or glass of various sizes, 
with some kind of transparent glue to act 
as a binding agent. 

Since early this year, Dr Price has been 
experimenting with various recipes for 
translucent concrete, though he has yet to 
reveal his ingredients. Since concrete is 
often reinforced with steel rods, he has 
also looked at using transparent plastic 
rods for a similar purpose. Tests of his ini- 
tial samples suggest that, structurally, 
translucent concrete is just as good as the 
traditional kind. But it would cost around 
five times as much. 

Dr Price is also the first to admit that 
translucency is a far cry from transpa- 
rency. His aim is to champion the idea in 
the hope that fully transparent concrete 
will eventually become possible. By dis- 
cussing the notion of transparent con- 
crete, he observes, he gets people 
thinking in new ways. “As soon as people 
encounter the term, even people who 
aren't architects or designers, they are full 
of desire, full of excitement,” he says. He 
has visions of cities that glow from with- 
in, and buildings whose windows need 
not be flat, rectangular panes, but can be 
arbitrary regions of transparency within 
flowing, curving walls. 

Asif the goal of transparent concrete 
were not already lofty enough, Dr Price 
has also decided that it should be possi- 
ble to mix, transport and pour transpar- 
ent concrete using existing equipment 
and techniques, At the moment, his trans- 
lucent concrete has to be pre-cast, rather 
than poured on site. He is also keen for 
transparent concrete to be an environ- 
mentally friendly material that can be re- 
cycled—though that, too, seems a tall 
order. 

So far, Dr Price’s work has spread 
among architects largely by word of 
mouth. Architectural practices have been 
requesting information, and asking 
when translucent or transparent concrete 
will be commercially available. Thatis 
probably some years off, although Dr 
Price recently held preliminary discus- 
sions with a major concrete manufac- 
turer. Meanwhile, he continues to refine 
his translucent concrete, and is now seek- 
ing approval for limited use of the mate- 
rial in a private house in San Antonio, 
Texas. For the time being, the future of his 
innovative material remains opaque. @ 





Visionary 
implant 


Although itis still early days, the 
first attempts to make an artificial 
retina—to restore sight to the 
blind—look remarkably promising 


PECTACLES to aid the blind might 
seem the stuff of “Star Trek”, but re- 
search is in the works that could bring the 

notion down to earth. A number of 
groups in America are trying to perfect an 
“electricretina”, a device that might one 
day restore vision to millions of people 
who have lost their sight. To do this, they 
are calling on the same tricks that were 
used to create a successful cochlea im- 
plant—a device which, in response to 
sound waves, uses electrical impulses to 
stimulate nerve cells in the inner ear. 
These nerve cells fire, sending (slightly 
imperfect) signals to the brain, where 
they are interpreted as sound. 

Even though researchers are not quite 
sure how the brain interprets the audi- 
tory signals as well as it does, they are 
now hoping that the same system will 
work for vision. In theory, an electric ret- 
ina could function in a similar fashion as 


a cochlea implant. In healthy eyes, the ret- 


ina is made up of cells that receive light 
and translate it into electrical impulses 
that are sent, via the optic nerve, to the 
brain. But in diseases such as macular de- 
generation (the leading cause of blind- 
ness in the western world) or retinitis 
pigmentosa (a hereditary disease causing 
blindness), the “rod” and “cone” cells that 
convert light into neural signals gradually 





degenerate. 

Hence the attempts to use a set of tiny 
electrodes that bypass these cells and 
send their electrical impulses direct to the 
ganglion cells—the layer of retinal cells 
behind the rods and cones. The electrical 
stimulation should then prompt the gan- 
glion cells to perform the task they are 
meant for: to transmit information to the 
optic nerve. 

To do this, a tiny video camera, less 
than three centimetres square, is embed- 
dedin the frame of a pair of spectacles so 
as to capture the scene in front of the 
wearer. The camera’s CCD (charge-cou- 
pled device) chip captures and digitises 
the images, which are then transmitted as 
radio waves to another, even smaller 
chip implanted inside the eye. The eye 
has aribbon of 100 whispery electrodes 
attached to its rear. These transmit electri- 
calimpulses to the ganglion cells. 

That, at least, is the idea. The reality, 
however, poses anumber of engineering 
challenges. Second Sight of Valencia, 
California, is trying to harness the best of 
the academic research to create a device 
that people can actually use. Its proto- 
types draw on work done both at the Uni- 
versity of Southern California (Usc) in 
Los Angeles and a collaborative group 
from Harvard University and the Massa- 
chusetts Institute of Technology (MIT) in 
Cambridge, Massachusetts. 

One of the biggest problems is finding 
a way to attach something to the retina’s 
surface. The membrane is no more sub- 
stantial than a piece of wet tissue paper. 
And any electrical device left in bodily 
fluids for long periods tends to corrode. 
But the hardest task of all is working out 
how to translate the visual images into 
electrical impulses that the brain can in- 
terpret properly. 

Asit turns out, the images that the 


Bypassing a diseased retina to send images direct to the brain 


camera records, even when broken down 
into picture elements (“pixels”), cannot 
be converted directly. Unfortunately, two 
electrodes stimulating two sites on a per- 
son’s retina will not necessarily mean 
that the patient will see two spots. Deci- 
phering this “neural coding” can be an ar- 
duous task. Mark Humayan, an 
ophthalmologist at usc, has shown that, 
with a short-term implant, a patient can 
recognise the letter “E” from five feet 
away. John Wyatt and Joseph Rizzo, co- 
directors of the Harvard/MIT retinal im- 
plant project, have managed to help a pa- 
tient see a line of four dots. 

Hardly encouraging. But that they 
have been able to restore, even if only 
temporarily, amodicum of “sight” to 
people who had been blind for years is 
quite an achievement. Clearly, a better 
understanding will come once the group 
finds a way to keep an implantin the pa- 
tient for weeks or even months, rather 
than just hours. m 


Seeing is 
believing 


With twice the sharpness of 
previous screens, a new liquid- 
crystal display offers images that 
appear indistinguishable from 
the real thing 


i A ditty for the stage, W.S. Gilbert once 
gave warning that “Things are seldom 
what they seem/Skim milk masquerades 
as cream.” If appearances were tricky in 
1878, they have just become trickier still. 
By doubling the resolution of existing liq- 
uid-crystal displays (LCDs), 18M has 
created a monitor which, when viewed 
from 18 inches away or farther, shows im- 
ages that the human eye finds indistin- 
guishable from the real thing. 

The T220, as itis called, measures 22 
inches across the diagonal, and displays 
9.2m picture elements (“pixels”). That 
gives it a resolution of 200 pixels per 
inch, twice the previous state of the art. 
This achievement has come as a result of 
gradual improvements in optics, liquid- 
crystal chemistry and microelectronics 
made by IBM groups in Yamato, Japan, 
and Yorktown Heights, New York. 

LCDS work by sandwiching a thin 
sheet of liquid crystals—in this case, thin- 
film transistors—between two narrowly 
separated panes of glass. Typically, small 
glass spheres have held the two panes of 
glass apart, impairing by refraction the 
performance of the display. 18M has re- 
placed the spheres with small posts, 
which are located in the interstices be- 
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tween pixels, and so do not disturb the 
light as it leaves the excited liquid crystal. 
In the past, attempts to achieve such high 
pixel rates have been stymied by the 
build-up of electrical static, which caused 
problems with the brightness of the 
screens. The IBM groups have solved this 
by using a laser to scan back and forth 
across the glass, preventing the build up 
of static electricity. 

Ata current retail price of $22,000, the 
T220 is hardly going to be flying off the 
shelves. But it will be ideal for hospitals. 
Historically, radiology has been a driving 
force behind the development of high- 
resolution screens. And the T220’s price 
tag will go almost unnoticed when at- 
tached to MRI (magnetic resonance imag- 
ing) or CT (computerised tomography) 
scanning machines. Until now, no moni- 
tor has been able to display the 5m pixels 
of data that a typical CT-scanning mach- 
ine produces. The ability to reproduce the 
data with perfect fidelity should help ra- 
diologists make more accurate diagnoses 
from the computer screen. 

According to Bob Artemenko, director 
of marketing and strategy for 1BM’s busi- 
ness display unit, the new screen could 
also help petroleum engineers to speed 
up their analysis of where to drill from 
one month to one day. Similarly, the 
higher fidelity will allow CAD (com- 
puter-aided design) systems, especially 
in the motor and aerospace industries, to 
work faster—because the detail revealed 
by the new monitor can cut out costly 
prototype-building exercises. 1BM’s idea 
is that the new monitor will allow de- 
signers of all sorts to go straight from 
computer image to final product, elimi- 
nating many costly and time-consuming 
middle stages. 

With prices of more conventional 15- 
inch LCDs now below $500, IBM is ex- 
pected to shift its engineering effort from 
achieving high resolution to lowering 
costs. How long before the T220 starts 
showing up in high-end laptops? Judging 
from previous experience, it could hap- 
pen sooner than most people think. = 





Sharper than the eye 
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“Instant-on” 
magnetically 


Magnetic memory chips are poised 
to give traditional DRAMs a run for 
their money 


Harms yourself up by the boot- 
straps has never been easy. But com- 
puters do this every time they are turned 
on—hence the verb “to boot”. Booting a 
computer takes valuable time, com- 
pounded by the rebooting that is inev- 
itably necessary whenever a computer 
freezes. 

The reason that this process takes so 
long is that a computer's operating sys- 
tem must be loaded from its hard disk 
into its random-access memory (RAM) 
every time the machine is turned on. Un- 
like magnetic tapes or hard disks, RAM is 
an electric form of memory. Itis, in effect, 
an array of tiny capacitors which, when 
charged, represent a binary “1” and, 
when not charged, represent a binary 
“o”. This has allowed them to be much 
faster than magnetic memory, in which 
the binary digits (“bits”) are represented 
by magnetically polarised regions rather 
than electric charges. The big problem 
with electric memory, however, is that it 
is volatile—the capacitors have to be re- 
charged frequently so that they can con- 
tinue to remember a “1”. Whena 
computer is turned off, they lose all the 
data stored in them. 

The race has been on to build non- 
volatile high-speed memories that will 
allow computers to be turned on and off 
like televisions. Whichever technology 
wins is almost certain to be used in all 
new computers, so the stakes are high. 
Motorola, 18M, and Hewlett-Packard are 
all developing magnetic RAM (MRAM) 
which seems poised to become the non- 
volatile technology of choice. Both Mo- 
torola and 1BM have announced plans to 
bring the technology to market within 18 
months, advancing their initial target 
date of 2004. Besides turning instantly 
on, computers equipped with such chips 
would consume less power, making the 
technology ideal for satellites and porta- 
ble gizmos. 

MRAM works by etching a grid of 
criss-crossing wires on a chip in two lay- 
ers—with the horizontal wires being 
placed just below the vertical wires. At 
each intersection, a “magnetic tunnel 
junction” (MT)) is created that serves as a 
switch—and thus as a repository for a sin- 
gle bit of memory. The M7} is essentially 
a small magnet whose direction is easily 
flipped. Common materials for the MTJ 





include chromium dioxide and iron-co- 
balt alloys. 

Earlier this year, Motorola unveiled a 
prototype MRAM chip that stores 256 ki- 
lobits and has a cycle time for reading 
and writing data of less than 50 nanosec- 
onds (billionths of a second). That puts it 
in the same league as conventional dy- 
namic-RAM (DRAM) chips. IBM, collabo- 
rating with Germany’s Infineon 
Technologies, has developed a one- 
megabit (million bit) MRAM chip atits 
laboratories in East Fishkill, New York. 

There is still a long way to go before 
MRAM is ready for prime time. Neither 
IBM nor Motorola, for instance, is ex- 
pected to go into mass production until 
they prove that they can make 256 mega- 
bit chips—the standard memory module 
used today. But, as total sales of com- 
puter memory in 2000 were estimated 
by Semico Research Corporation to have 
been worth $48 billion, manufacturers 
have a considerable incentive to ensure 
that MRAM becomes a serious challenger 
for DRAM’s Crown. M 
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More than 
skin deep 


Absorbing drugs gently through the 
skin beats injecting, swallowing or 
sniffing them 


T HEY waxit, oil it, paint it and pamper 
it. And if some enterprising individ- 
uals have their way, people may use it ex- 
tensively in future to deliver pills. This is 
not the family car, but the largest of hu- 
man organs—the skin. Itis also one of the 
more promising alternative vehicles for 
delivering doses of drugs to the body. 

So-called “transdermal” technology is 
more popular than most people realise. 
Mention “the patch”, however, and peo- 
ple everywhere immediately recognise 
the importance of transdermal technol- 
ogy. But how far beyond nicotine can 
transdermal delivery go as a way of ad- 
ministering pharmaceuticals to patients? 

Why should drug firms bother? Oral 
administration works reasonably well 
and has existed ever since humans first 
picked leaves off bushes and chewed 
them for their medicinal (or hallucino- 
genic) properties. But the ease of popping 
pills belies the years of research that it 
took to conquer the problems of reduced 
efficacy caused by the body’s metabo- 
lism. A lot of effort has also gone into en- 
suring that orally administered drugs do 
not upset the stomach and continue to 
work hours after being swallowed. 
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Friendlier way of getting a fix 


Then there is intravenous injection of 
drugs. More recently, inhaling has be- 
come another alternative. But both have 
problems. Injection is highly invasive 
and feared by people who detest needles. 
Meanwhile, inhalation technology re- 
mains so new that effective mass adop- 
tion remains a long way off. By contrast, 
transdermal technology is non-invasive 
and does its job without causing stomach 
upset or being diminished by the body’s 
metabolism. Even more important, patch 
technology allows drugs to be adminis- 
tered in a controlled fashion over time in 
a way that is more effective than swal- 
lowing time-release capsules. 

Designed to prevent water loss, the 
skin works equally in reverse as a rain- 
coat, doing a surprisingly effective job of 
stopping most foreign substances from 
entering the bloodstream. Although it ab- 
sorbs to some extent, it rarely allows the 
deep penetration necessary for drug de- 
livery. The reason for the skin’s stubborn- 
ness is the stratum corneum, a superficial 
layer of fat that has evolved to resist per- 
meation. Because this highly specialised 
layer is so effective, it takes extremely 
small chemical compounds, at unusually 
high dosages, along with special en- 
hancement techniques, before a drug can 
penetrate the skin and be absorbed into 
the bloodstream. 

The stratum corneum might be 
thought of as the world’s toughest jelly. 
As such, the challenge facing researchers 
is to change the structure of this rubbery 
layer at local level. This means making its 
“colloidal” (amorphous and rubbery) 
structure more liquid-like—ie, changing it 
from a jelly into something resembling 
quicksand. When done locally, drug mol- 
ecules of the right size and structure can 
slip past the stratum corneum, past the 
other skin layers and reach the blood 
stream, where a drug can do its stuff. 

It sounds simple enough. But finding 
the right enhancement technique to drive 


the drug through the skin is a mixture of 
research plus trial and error. During the 
transdermal industry’s age of leeching 
and cupping in the 1970s, a compound 
called dimethylsulfoxide (DMsoO) was 
the enhancement agent of choice. Widely 
known as a universal solvent, DMSO is 
highly effective at permeating the skin 
and delivering a drug to the vascular sys- 
tem. Unfortunately, it is also highly effec- 
tive at dissolving the skin, causing 
discomfort and leaving unsightly sores. 

Chemical enhancement has come a 
long way since then. Various essential 
oils, fatty acids, alcohols and other com- 
pounds have worked as transdermal en- 
hancers. Electrical enhancementis also 
being pursued. One electrical technique 
that is attracting a lot of attention is “ion- 
tophoresis”. In this process, positively 
and negatively charged electrodes are 
embedded in a transdermal patch. The 
current flowing between them drives ap- 
propriately charged drugs through the 
skin, achieving acceptable levels of per- 
meation. The technique’s big brother, 
“electroporation”, uses short, high-vol- 
tage pulses to create more liquid-like 
pathways through the skin. 

Whether the enhancementis done 
chemically or electrically, the real benefit 
of transdermal drugs lies in the provision 
ofconsistent doses needed to keep levels 
in the body steady. That makes transder- 
mals ideal for people who need, say, hor- 
mone-replacement therapy (testosterone 
or estradiol), treatment for coronary con- 
ditions (nitroglycerine), or chronic pain 
relief (fentanyl). For such drugs, transder- 
mal delivery is fast becoming the fa- 
voured solution. 

Leading the field is Alza, a company 
based in Mountain View, California, that 


pioneered the nicotine patch. Recently ac- 


quired by Johnson & Johnson for $10.5 
billion, Alza is expected to dominate the 
iontophoresis business with its E-TRANS 
delivery system. Rivals include Watson 
Pharmaceuticals of Corona, California, 
which acquired TheraTech in 1999 for its 
Androderm and Alora hormone-replace- 
ment systems and other transdermals. 

Noven Technology of Miami, Florida, 
is also working on transdermals for hor- 
mone replacement in women. The com- 
pany’s patches are noted for being the 
smallest and most easily concealed in the 
business. Noven is now developing a 
transdermal system for treating “atten- 
tion deficit hyperactivity disorder”—a 
condition that has worried parents into 
seeking advice these days. 

More firms are rushing to meet the ex- 
pected demand for painless, persistent 
transdermals. For good reason. Drug de- 
livery is a $7.1 billion industry, and trans- 
dermal technology already accounts for 
$2 billion of annual sales. And that, pro- 
ponents believe, isjust the start. = 


Digital archival repositories, 
swapping data Napster-style among 
themselves, could ensure that 
today’s records are kept up-to-date 
and saved for future generations 





HE sands of time may have left intact 

the stone-chiselled Egyptian hiero- 
glyphics from 2000BC, but a portion of 
the original census reports of the United 
States of America for as recent a year as 
1960—recorded on UNIVAC type II-A 
tapes—is now lost forever. Every day, im- 
portant parts of the world’s intellectual 
record vanish because of failures of the 
recording systems and media, the record- 
ing format becoming obsolete, or pub- 
lishers who own the material going out 
of business, as well as the digital rewrit- 
ing of history and the burning of digital 
records as political regimes come and go. 

Hence all the effort now going into de- 
signing digital archival repositories 
(DARS) as a way of protecting digital in- 
formation from corruption or destruc- 
tion. The idea is to have a widely 
distributed network of independent 
repositories, connected via the Internet, 
that can make copies of each digital ob- 
ject stored in one another's archive and 
then spread them around to ensure that 
they are preserved. 

To see how expensive this would be 
and to solve some of the uncertainties as- 
sociated with preserving digital docu- 
ments for centuries, Brian Cooper, Arturo 
Crespo and Hector Garcia-Molina at 
Stanford University are building the 
grand-daddy of all digital warehouses, 
the Stanford Archival Vault (sA v). In sAv, 
each digital object is assigned a numeri- 
cal “handle” when added to a repository. 
A key property of the handle is that itis 
computed as a function of the bits of in- 
formation in the object. Using this prop- 
erty, each object can be tracked in the 
network of repositories, since each rep- 
lica of the object will have the same sig- 
nature, and therefore the same handle. By 
design, deletions are simply not allowed, 
so digital objects are saved from ever be- 
ing “burned” even if they fall out of fa- 
vour with society. 

Based on these properties, SAV offers 
what programmers call “application lay- 
ers” that allow them to write software to 
help operate an archive. sav also has a 
“view layer” which lets users define addi- 
tional ways of looking at the DAR’s un- 
derlying data. If necessary, these 
so-called “auxiliary structures” can also 
be stored in the sav or simply deleted 
when no longer needed. Another sAV 
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> feature is its “reliability layer”, which en- 


sures that the various mirror sites that 
store replicas of the data (say, the Library 
of Congress, Stanford Digital Library or 
Tokyo National Library) are complete 
and up-to-date. 

While DARs are getting a good deal of 
attention, they are being used mostly for 
“data preservation” rather than retrieval 
and active research. This is analogous to 
preserving the stone-chiselled hiero- 
glyphics on Egyptian obelisks in the Brit- 
ish Museum. However, no Rosetta Stone 
is yet being constructed as a means for 
deciphering the data. Because of the lin- 
guistic issues involved, such “semantic 
preservation” is tough enough even if us- 
ers know whether the data were written 
in ASCII, UTF-8, EBCDIC or some other 
digital code used for formatting data. 

Perhaps the closest people have come 
to devising a Rosetta Stone for the digital 
world is XML (extensible markup lan- 
guage ), which marks the data with tags 
that define the content in an agreed way 
and in a form that can be read easily by 
human beings. If the digital bits are pre- 
served in SAV, andif their descriptive 
tags do not lose their meaning over time, 
digital pictures of man’s first landing on 
the moon, records of the horrors of the 
second world war, and MP3s of “Yellow 
Submarine” could be preserved for fu- 
ture generations. How much people then 
will want to hear or see such things is an- 
other matter. = 


No hiding place 
for anyone 


Embedded in bank notes or designer 
labels, the “mu-chip” can beep out 
the owner's location and details to 
marketers and thieves alike 


i TODAY'S information age, everybody 
leaves an electronic trail in their wake. 
With every credit-card purchase, ATM 
transaction, telephone call and Internet 
logon, they create an electronic portrait of 
themselves that grows clearer at every 
step. Perhaps the only items that are still 
untraceable are people’s clothes, cash 
and day-to-day movements. But with the 
introduction of Hitachi’s new “mu-chip”, 
even these could become common 
knowledge. 

The Hitachi chip is the world’s small- 
est wireless identification device. It mea- 
sures 0.4 millimetres square and is thin 
enough to be embedded in paper. It can 
hold only 128 bits of read-only memory, 
and do little more than spit out a unique 
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Chips in labels will tell retailers who bought what and where 


identification number, when asked, toa 
distance of about 30 centimetres. It uses 
the same frequency band (2.45 gigahertz) 
as such longer-range wireless networking 
technologies as Bluetooth and 802.11b. 
But with the mu-chip’s tiny size come 
some large implications. 

Until now, size and production cost 
were the main obstacles that stopped 
companies from embedding identifica- 
tion chips in everyday items. But Hitachi 
has managed to create an integrated cir- 
cuit that is not only tiny but cheap. The 
company expects a single chip to cost less 
than ¥20 (16 cents). Originally, the chip 
was built in an attempt to foil counterfeit- 
ers. Itis small and thin enough to be 
woven into paper, and folding does not 
harm it. In combination with a bar-code 
reader, the chips can prove the authentic- 
ity of money or official documents, 
thwarting counterfeiters before they have 
even begun. 

The chip has captured wide attention. 
The day after Hitachi unveiled it, Mu-So- 
lutions, an in-house venture company 
founded in Tokyo to market the device, 
had more than 400 telephone enquiries. 
Mu-Solutions has now formed partner- 
ships with some 40 companies around 
the world. 

Ryo Imura, boss of Mu-Solutions, 
knows there is a large market out 
there—in everything from securities to re- 
tail sales. The Gap, a clothing chain for 
the young based in San Francisco, is inter- 
ested in the chip for its marketing poten- 
tial. The company wants to integrate the 
chip into its clothing labels, so that when 
a customer buys a pair of jeans, or a little 
black dress, that information will be sent 
straight to the company’s database. Ex- 
pensive brands, such as Gucci or Chanel, 
could use the chips to inhibit cheap imita- 
tions. Hospitals could use the chips as pa- 


tient-identification tags. 

The tiny Hitachi chip, however, could 
feed anumber of privacy concerns. Al- 
though the chip now requires a separate 
machine to read it, future incarnations 
will doubtless be able to communicate 
wirelessly. Embedded in cash, central 
banks could monitor the flow of paper 
money, determining who has spent what 
and where—a function that credit cards 
already perform. Identity chips could 
even be embedded in valuables, so that 
they could be tracked in case of theft. 

But the mu-chip is a Pandora’s box, be- 
lieves Lee Tien, an attorney at the Elec- 
tronic Frontier Foundation (EEF), a San 
Francisco-based organisation that spe- 
cialises in the conflict between technol- 
ogy and personal rights. Although he has 
no intention of demonising the Hitachi 
chip, it is nevertheless an example of 
how surveillance technology is getting 
cheaper all the time. 

Overtones of Big Brother may not be 
the only problems. If tiny chips woven 
into money and other valuables were 
constantly announcing their where- 
abouts, a thief would know precisely 
which person or home to rob. By the 
same token, chips in clothing—linked to 
their owner’s identity at the time of pur- 
chase—could mark the wearer’s location 
any where on earth. 

The EEF’s Mr Tien points out that, by 
definition, privacy means not being 
watched, or known about, or listened to. 
These new chips may therefore constitute 
a direct infringement of personal privacy. 
Whether they are challenged—in much 
the same way as the Intel Pentium II pro- 
cessor’s ID numbers were—remains to be 
seen. For now, Hitachi claims to be un- 
concerned. The chips will be available 
from the end of 2001, with annual sales 
forecast to reach $145m by 2005. m 
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Agility counts 


In the latest of our series on 
managing innovation, we look 
at agile programming. This is 
the culmination of many 
faddish ideas for producing 
software more efficiently. But 
behind it lies a healthy 
emphasis on the virtues of 
teamwork in a business plagued 
with prima donnas 


COMMON cause of disaster in soft- 

ware developmentis that the end 
product is precisely what the customer 
originally ordered. In a world moving at 
Internet speed, a customer's objectives 
are constantly being revised, so program- 
mers have to be able to hit a moving tar- 
get. Is there any formula for coping with 
this sort of unpredictability? With this in 
mind, 17 leading software gurus holed up 
in a Utah ski resort last February to pro- 
duce a “Manifesto for Agile Software De- 
velopment”. Portentous as it may sound, 
the manifesto represents the distillation 
of several successful team-oriented tech- 
niques, and should inspire innovation 
groups outside the confines of software 
development. 

There is along history of complex 
methodologies for structuring software- 
projects. Some seem as intricate and un- 
fathomable as the lines of arcane code 
that programmers spend their lives writ- 
ing. Indeed, some computer languages, 
such as the Unified Modelling Language 
(see page 12), have been developed spe- 
cifically to help programmers do their 
jobs. But the punishing pace of web- 
based development has also given birth 
to a host of more flexible methodologies 
that deal with the real-world challenge of 
getting a bunch of wayward nerds to 
collaborate on getting a product out of 
the door. 

Several of these methodologies were 
represented at the Utah meeting by their 
original developers or key proponents. 
One example is “Scrum”, an approach to 
project management which focuses on 
the team that is working out what are the 
main roadblocks in a project. Feature Dri- 
ven Development, another popular ap- 
proach, contrasts with Scrum by defining 
the main features that a software product 
must have, prioritising them and then 
working doggedly through the list. 

Extreme Programming (xP), currently 


the most popular methodology, uses 
techniques such as pair-programming, in 
which one person programs while a 
partner checks the result for bugs and 
makes sure that only essential code is 
produced. Another agile approach is em- 
bodied in a set of customised tools called 
“Crystal” which recognise from the out- 
set that each project is unique, and de- 
pends on the size of the team and how 
critical the application is. Developing a 
web browser, for instance, is vastly differ- 
ent from writing a control system fora 
nuclear power plant. So development 
strategies need to reflect this. 

Many other agile approaches exist, 


some so new they even lack names. Com- 


mon to all is anincreased emphasis on 
personal communication and program- 
mer morale, rather than a reliance on 
careful documentation of written code 
that characterises traditional methodolo- 
gies. While this ensures that a team spirit 
develops, it can infuriate the brilliant 
loners who like “to pull all-nighters” as 
they code software idiosyncratically in 
solitary confinement for 24 hours or 
more ata time. Buta frustrated diva is 
considered a small price to pay for ensur- 
ing that the code remains relevant to the 
customer’s changing needs. 


The customer as colleague 

All the manifesto’s signatories believe in 
rapid and frequent releases of partial so- 
lutions, so the customer can react along 
the way to a final product. Indeed, a key 
feature of being agile is to integrate the 


customer into team discussions. What ag- 


ile programmers do not believe in are 
“virtual teams” where programmers 
never meet face to face, or off-shore de- 
velopment where detailed product de- 
sign is done in, say, France, and the 
nitty-gritty programming outsourced to 
India. Although such approaches can 
work for certain applications and may be 
cheaper, they work badly for complex, 
shifting tasks. 

Some of the catch-phrases and jargon 
of the agile movement—“individuals and 
interactions over processes and tools” 
and “customer collaboration over con- 
tract negotiation”—are frowned on by 
more traditional programmers. However, 
hard evidence is mounting to support the 
anecdotal view that being agile is indeed 
smarter. Laurie Williams of the Univer- 
sity of Utah in Salt Lake City has shown 
that paired programmers are only 15% 
slower than two independent individual 
programmers, but produce 15% fewer 
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bugs. Since testing and debugging are of- 
ten many times more costly than initial 
programming, this is an impressive result. 

In some ways, the software worldis a 
latecomer to the notion of a team-based 
innovation thatis both extremely respon- 
sive and highly adaptive. Similar agile 
concepts have been around in manufac- 
turing for years. Ironically, nothing in re- 
cent times has come as close to 
demanding total agility as the blistering 
pace of developing products for the In- 
ternet. The explanation may be that the 
rigorous, logical mindset of people who 
are used to communicating with comput- 
ers is not fertile ground for the social val- 
ues espoused by the agilists. 

If so, the manifesto’s authors are de- 
termined to help spread the gospel. They 
have formed an “Agile Alliance” which, 
although little more than a loose network 
of believers for now, is already having an 
impact. The first proselytising articles by 
self-appointed agilists came outin the 
heavyweight software publications dur- 
ing the summer, and a follow-up meeting 
of the alliance is planned for October. 
Meanwhile, the first book on agile soft- 
ware development, written by Alistair 
Cockburn, who is one of the alliance 
members, should be in print by then. 

All the elements of an intellectual 
bandwagon would seem to be in place. 
Those aboard the agile movement are in- 
sisting that it should not become another 
carved-in-stone methodology like xP. 
And while they agree on what makes 
good teamwork, they say there is—and al- 
ways will be—plenty of room for differ- 
ences of opinion about the tactics to be 
used. “The unifying objective,” they say, 
“is to avoid becoming a unified object.” In 
this, the agilists are, at least, moving in 
their own nimble and flexible way. m 
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Programming: Far from 
producing a universal 
programming language, the 
Internet is encouraging a 
proliferation of new ones. 
Whichever language, Java or C*, 
wins today’s battle for the 
hearts and minds of 
programmers, the business of 
writing software is becoming 
steadily easier 


Wik into any big bookshop, and 
chances are that you will find a 
whole floor devoted to weighty tomes 
with titles such as “UML in a Nutshell” or 
“Programming Python”. These books 
teach programming languages and re- 
lated software tools. With their mind- 
numbing use of acronyms, they are not 
exactly a pleasure to read. But mastery of 
a programming language is a step along 
the road to success for many a whiz-kid 
with Internet ambitions. 

Of all these languages, Java makes the 
most headlines. It has become synony- 
mous with programming for the World 
Wide Web. Java has rocketed to fame since 
it was launched in 1995 by Sun Microsys- 
tems, the leading maker of computer 
workstations, in large part because of its 
promise of “write once, run everywhere”. 


The development of Java is a case of 
corporate serendipity. Bill Joy, now a vice- 
president at Sun Microsystems, thought 
up the idea of a programming language 
that would be optimised for electronic 
gizmos, and thus easily transportable 
from one microprocessor to another. The 
project stuttered on at Sun until 1994, 
when Mr Joy anda team of researchers re- 
directed the technology towards Internet 
applications. A year later, Netscape was 
incorporating Java in its browser. 

But Java has become a household 
word for other reasons. The language has 
played a key role in the protracted legal 
battle between Microsoft and the Ameri- 
can government’s trust-busters. Sun Mi- 
crosystems was a hostile witness in 
Microsoft's antitrust trial. So it came as no 
surprise when Microsoft launched a new 
programming language a year ago called 
c" (pronounced “c-sharp”). 

Escalating the dispute, Microsoftis due 
to release its new operating system, Win- 
dows xP, on September 24th, with a four- 
year-old version of the code needed to 
run Java programs that makes that lan- 
guage seem decidedly clunky. Ever since 
it got wind of Microsoft's devious stunt, 
Sun has been racing to produce a piece of 
software that users can load into their 
computers so that Windows xe can take 
full advantage of Java’s latest improve- 
ments. 

News of these technological punch- 
ups is read assiduously by the financial 


A lingua franca for the Internet 


crowd as well as the programmers. For, 
behind the headlines, a big linguistic up- 
heaval is under way. On the surface, the 
changes may seem glacial. But deep with- 
in the arcane world of programming se- 
mantics, differences of opinion are 
hotting up. Their eruption will change the 
landscape of the Internet, and much else, 
for the better. The battle between Java and 
c* for the hearts and minds of program- 
mers is just the beginning. 


Generation gap 
The plethora of modern programming 
languages has a common evolutionary 
background. With each new generation, 
programming languages have tended to 
become more abstract and remote from 
the computer that they communicate 
with. First-generation languages talked to 
the computer in the ones and zeros of 
“machine code”, which was interpreted 
directly by its central processor as instruc- 
tions for manipulating data stored in its 
memory. The second-generation, or “as- 
sembly”, languages were devised to make 
the task of writing and reading such in- 
structions easier, by using a code com- 
posed of letters and numbers, which was 
subsequently translated into the 1s and os 
that the machine could comprehend. 
Third-generation languages, such as C, 
Pascal and Fortran, consist of English 
words such as READ, WRITE, and GOTO 
as well as mathematical symbols. Unlike 
first- and second-generation languages, »» 
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“A language that incorporates concepts from 
artificial intelligence will appear when the time is 
ripe—and leave Java and c" by the wayside.” 


the syntax (ie, the rules for combining 
symbols and words) of third-generation 
languages is in principle independent of 
the computer they run on. A separate pro- 
gram called a compiler is used to translate 
the code into machine language. 

A further abstraction is achieved in 
fourth-generation languages such as SOL 
(Structured Query Language), a program- 
ming language for querying databases, or 
Mathematica and MathCad, languages 
for performing advanced mathematical 
manipulations and solving scientific pro- 
blems. These languages also offer the pro- 
grammer a far more natural form of 
expression, but at the expense of consid- 
erably narrowing the range of problems 
that the language can tackle. 

When it came to developing a fifth gen- 
eration of computer languages, this or- 
derly evolution fizzled out. The Japanese 
government's Fifth-Generation Com- 
puter project—aimed at marrying artifi- 
cial intelligence techniques with 
programming—was abandoned in 1992, 
with little to show for ten years of re- 
search and billions of yen. The Japanese 
policymakers did not foresee the rise of 
the Internet and the need for an entirely 
different approach. 

What the Internet has done, in effect, is 
to place the priority on the programmer, 
rather than the language. The elegance of 
computer languages—so dear to academic 
software gurus—has been sacrificed for 
ease of use. Thatis what matters to people 
who are building web applications on a 
tight schedule. Hence the rise over the 
past decade of the quick-and-dirty script- 
ing languages—the “sticky tape” of the 
World Wide Web. 

These languages rose to prominence 
largely because they are so flexible and 
adaptable to the needs of the Internet. Ex- 
amples include Perl, a language that can 
be used to communicate between a web 
server and its clients, and Python, a lan- 
guage used, among other things, for man- 
aging discussion forums on the Internet. 
Other examples with more awkward 
names include Tcl/Tk, awk and c Shell. 
There is even a scripting language called 
JavaScript—a clever marketing ploy, since 
itis linguistically unrelated to Java. 

In many ways, scripting languages 
take the idea of fourth-generation lan- 
guages a step further in the direction of 
simplicity. They are known as “inter- 
preted” languages. That is to say, the com- 
puter interprets the programmer’s wishes 
one instruction at a time, rather than hav- 
ing first to “compile” or translate the 


whole program before it can run. Writing 
interpreted programs is a bit like dashing 
off rhyming couplets. By comparison, 
writing compiled programs is more like 
composing a sonnet. 

That makes scripting languages ideal 
for quick-fix solutions rather than mam- 
moth projects. Also, scripting languages 
can put up with a considerable amount of 
ambiguity in the way they are written— 
that is, they are “weakly typed” in com- 
puter-speak. A “strongly typed” language 
such as Java will revolt at the slightest de- 
viation from its standard way of doing 
things. Above all, scripting languages are 
designed to act as go-betweens for other 
programs, rather than as stand-alone un- 
its. This glue-like function is what makes 
them so attractive for web applications, in 
which communication between pro- 
grams is vital. 


Object lesson 

Another trend, which predates the web, 
but was greatly stimulated by it, is the 
shift to “object-oriented” programming. 
The objects in question tend to be conve- 
nientrepresentations in computer code of 
counterparts in the real world. For exam- 
ple, a clickable button on a web page is an 
object. The programmer can change the 
object through a limited set of methods, 
which will be the same for all clickable 
buttons. This contrasts with so-called 
“procedural” languages such as Fortran 
and c, which focus on how to do things 
such as draw a button on the screen, and 
require the programmer to reinvent the 
button each time a fresh program is writ- 
ten. As the button example suggests, ob- 
jects are particularly well-suited to 
“graphical user interfaces”—the friendly 
desktops that Windows and the World 
Wide Web present to users. 

The price to pay for objects is that the 
language must come equipped with a 
large library of different classes of objects, 
making the language bulkier and more 
cumbersome to use. In some versions of 
the pioneering object-oriented language, 
Smalltalk, libraries can contain many 
thousands of object classes. Still, the con- 
sensus is that the benefits of having to 
store a library of objects far outweigh the 
costs—especially nowadays, with pro- 
cessing power and memory storage hav- 
ing become so abundant and cheap. In 
exceptional cases, where size is an issue, 
libraries can be pared to aminimum. Java, 
which is object-oriented, now comes in a 
pint-size version that fits on a “smart 
card”, a credit card with a chip embedded 





into it for encrypting data in mobile 
phones and other portable devices. 

Another advantage of object-oriented 
programming is that groups of users (eg, 
retailers, estate agents, doctors) can create 
and share new classes of object. This 
makes object-oriented programming par- 
ticularly suited to the group-based nature 
of the web. 

It is no surprise that just about every 
programming language that was not ob- 
ject-oriented has now become so. Delphi 
is an object-oriented version of Pascal, 
once the favourite language for teaching 
computer science. An object-oriented ex- 
tension to the no-frills Basic, the favourite 
language of amateur programmers, un- 
derlies Visual Basic—a favourite nowa- 
days for developing simple graphical user 
interfaces in Windows. Visual Basic is 
reckoned to be used by 6m developers— 
twice as many as Java. Even the old-fash- 
ioned programming language for busi- 
ness, Cobol, has been revamped as 
ooCobol. 

Meanwhile, the philosophy behind 
object-oriented pro ing is itself 
moving to higher levels of abstraction. A 
relatively new, and fashionable, exten- 
sion of the concept is the so-called “soft- 
ware pattern”, which captures the 
essential structure of a successful solution 
to a recurring problem in software de- 
velopment. Patterns are to objects much 
as prefabs (factory-built houses) are to 
bricks and mortar. 


Environment friendly 

While scripting and object-oriented pro- 
gramming represent significant new 
trends, the biggest shift in the past decade 
has been in the definition of what a pro- 
gramming language actually is. The suc- 
cess of Java and the high hopes that 
Microsoft is pinning on c* have little to do 
with the languages themselves (both are 
really just variations of C++, an object-ori- 
ented version of Cc). What matters most 
for the success of these languages is that 
they are embedded in an Internet- 
friendly software environment. 

One of the attractions of Java’s envi- 
ronment is a program called the Java Vir- 
tual Machine (vM). Java programs are 
first compiled into Java byte code, an in- 
termediate language which, unlike mach- 
ine code, is not computer specific. 
Applets, which are a type of application 
written in Java, can be run in their byte 
code form by the JvM, which works on 
any computer that has a small piece of 
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software called a “run-time environ- » 
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Where the earth meets the sky, Intelsat inspires connections. 


è Internet è Broadcast services 
e Corporate networks è Voice and data transmission 


To connect, visit our website at www.intelsat.com 


wD Intelsat 


inspiring connections 
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“The battle between Java and c* for the hearts and 
minds of programmers is just the beginning.” 


ment” loaded to act as an interpreter. This 
two-step translation process—first compil- 
ing locally for the yvM, and then interpret- 
ing on a remote computer—is what has 
made Java so popular on an Internet that 
is home to a multitude of “platforms”, 
ranging from Windows Pcs and Macin- 
toshes to Linux and Unix boxes of every 
type and description. 

Nifty as itis, however, Java does not al- 
ways live up to its promise of being com- 
puter agnostic. “Write once, debug 
everywhere” is how cynics describe it. 
Lately, a number of new twists have been 
added to the Java environment to make it 
more effective. For example, “just-in- 
time” compilers ensure that an applet, 
once translated into machine code, can 
bypass the byte code on subsequent occa- 
sions. This is why features on a web page 
often respond slowly to the first click, but 
faster thereafter. The effect of such devel- 
opments is that the boundary between 
“Java-the-language” and “Java-the-envi- 
ronment” is slowly but surely being 
blurred. 


Making a difference 

The strength of the Java platform has 
earned it the backing of many other com- 
panies besides Sun, the most important 
being 1BM. Microsoft is doing its best to 
make inroads into this captive market. 
There is no question that c" has an excel- 
lent pedigree as a language: Anders 
Hejlsberg, head of the team that de- 
veloped c", was also the man behind Del- 
phi. Like Java, c* is deeply integrated into 
its environment—in this case, the .NET 
environment that Microsoft is at present 
promoting avidly. 

A particular strength of this environ- 
ment for c* is RAD (rapid application de- 
velopment), a concept originally 
developed by Mr Hejlsberg in connection 
with Delphi. raD is all about putting 
handy, pedagogical tools within a mouse- 
click of the program’s developer, making 
it easier for beginners to learn the lan- 
guage, and also quicker for professionals 
to write demanding applications. Sup- 
port for RAD is just one example of how 
the c" language and the .NET environ- 
ment are intimately linked. Sun has re- 
sponded to Microsoft's emphasis on a 
programming environment by formally 
giving the Java environment the name 
ONE (open net environment). 

Of course, winning the loyalty of 
young programmers requires more than 
just clever software. As part of its charm 
offensive, Microsoft will provide the lan- 
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guage free to students in a package called 
VS.NET Academic, which is scheduled to 
be released later this year. Indeed, in a 
manner most unlike the hard-nosed Mi- 
crosoft of old, the company aims to have 
c" recognised as a standard available free 
next year through the European Com- 
puter Manufacturers Association, an in- 
ternationally recognised standard setter. 
As the battle between c" and Java rages 
in the student dormitories, the struggle 
will continue on a rather more conceptual 
level on the web. Conceptually, the two 
languages represent wholly different bets 
on the future of the Internet. Mr Hejlsberg, 
not one to mince his words, is emphatic 
that the Internet is about data transfer and 
not data processing. Where Java's philoso- 
phy is based on moving applets around 
the Internet—which, for many, is disturb- 
ingly similar to creating computer vi- 
ruses—cC" focuses much more on moving 
information. This is one of the reasons 
why Microsoft has embraced xM (exten- 
sible mark-up language) as an open stan- 
dard for data transfer on the web. 
Although xML is a language, it is not a 
programming language. For one thing, it 
cannot perform mathematical or logical 
manipulation of data. Rather it is, as the 
“x” in its name implies, an extremely flex- 
ible definition of how data should be 
transferred over the Internet. In this, XML 
contrasts with HTML (hypertext mark-up 
language), the most popular protocol for 
data transfer on the web today, which is 


seen by the cognoscenti as far too limited 
in scope for the future of the Internet. Of 
course, Microsoft is not alone in imple- 
menting the freely available XML stan- 
dard. Indeed, xMLis already widely used 
in combination with Java programs. But 
c* has the marked advantage of being de- 
veloped with XML in mind, rather than as 
an afterthought. 


Beyond imperatives 

Although Java and c* are reshaping the 
nature of programming languages, at a 
more fundamental level there has been 
surprisingly little change in the past two 
decades in the way that programmers ex- 
press themselves. What Java and c* share 
in common with distant ancestors such as 
Fortran and Algol is that they are “impera- 
tive languages”. The programmer issues 
instructions to the computer in much the 
same way as the foreman ata building site 
shouts at his workers. Yet a higher degree 
of abstraction clearly exists—for instance, 
architects spend their time designing the 
building rather than issuing orders. 

Perhaps the closest thing today to a 
language that expresses the architecture 
of a program is UML (unified modelling 
language). UML was introduced in 1996 
by Grady Booch, James Rumbaugh and 
Ivar Jacobson, who founded Rational 
Software of Cupertino, California, to ex- 
ploit their invention. Originally, UML was 
conceived as a way of standardising exist- 
ing tools used to design computer pro- 
grams. It is a “big picture” modelling 
language, and it has been embraced by 
many computer programmers, even 
though itis not restricted to programming. 

UML allows the programmer to “de- 
clare” the desired state of a software appli- 
cation, mapping out relationships 
between different classes of objects. Tools 
associated with UML then help program- 
mers to generate code in an object-ori- 
ented language such as Java. So far, these 
tools do not translate directly into a com- 
plete working program. Programmers still 
have to fill in many blanks themselves, 
and some cynics scoff that UML is just 
fancy flow charts. 

Nerds who measure success in terms 
of lines of written code are unlikely to be 
sympathetic to such a new way of de- 
veloping programs. It will take a genera- 
tion of youngsters, raised on the likes of 
UML, before such “declarative” languages 
pose a significant threat to “imperative” 
ones. However, a generation change can 
happen awfully fast in the Internet age, as 
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the switch to Java has shown. At a confer- >» — 





“As the clash between c* and Java shows, a huge 
amount is at stake. Expect to see a whole alphabet 
soup of new languages in the next decade.” 


ence ON UML applications in Genoa this 
spring, the buzz in the coffee breaks was 
about industrial programmers complet- 
ing major software development projects 
using just UML and related tools—with- 
out recourse to programming in more con- 
ventional languages. 


Thinking man’s language 

On the horizon, programming languages 
face the daunting challenge of helping to 
turn the Internet into a more intelligent 
place. A year ago, Tim Berners-Lee, the in- 
ventor of the World Wide Web, published 
a manifesto for a semantic web. His vi- 
sion is that computers should be able to 
recognise the meaning of information on 
the web by its context, and provide users 
with much more relevant information 
than web browsers now do. 

There are many ways that this could 
happen. Certainly, some of the semantic 
information can lie in the data itself. xML 
helps to do this. And a standard known as 
RDF (resource description framework) de- 
fines how to encode some semantic 
meaning into XML—for instance, whether 


High school student: 

10 "HELLO WORLD” 

ss E E E 

First year undergraduate: 
huonik gorrik aney output) 


one object (say, a person) has a relation- 
ship (eg, owns) with another (say, a car). 
Helpful as RDF and related standards will 
be in building a web endowed with more 
meaning, some kind of artificial intelli- 
gence programs will be needed to under- 
stand context as humans do. 

Although such programs can no doubt 
be constructed in Java or c", these lan- 
guages were not designed for such pur- 
poses. Herein lies an opportunity for 
languages designed with artificial intelli- 
gence specifically in mind. Such lan- 
guages have existed for decades. The 
so-called functional language Lisp com- 
putes with symbolic expressions rather 
than numbers; the logical language Prolog 
works by making logical statements 
about objects. 

Lisp and Prolog still have a loyal fol- 
lowing in research circles, but their im- 
pact elsewhere has been modest. 
Languages such as Java have proved to be 
the fittest, in a Darwinian sense, because 
the Internet dictated that the big program- 
ming challenge was not one of artificial 
intelligence, but one of data manipula- 


Master programmer: 
uid (257 3FBF4-CFEE-101A-GA9F-ODAA00 342820) 
ibrary LHello 
// bring in the master library 
ti actim 


ULONG ulCnt; 
iker * pmk; 


tb); 


tion, visualisation and communication 
between programs. As in Darwin’s the- 
ory, the definition of what is fittest de- 
pends on the environment, which is 
constantly changing. Even though Lisp 
and Prolog may not be the shape of things 
to come, a programming language that in- 
corporates concepts from artificial intelli- 
gence will no doubt appear when the 
time is ripe—and leave the likes of Java 
and c* by the wayside. 

How fast could all this happen? Al- 
though the .NeT platform required a mas- 
sive effort on the part of Microsoft, the 
language C" was developed by a team of 
four researchers in a mere two years, with 
a similar-sized effort producing the com- 
piler. Itis thus within the realms of asmall 
Start-up’s aspirations to develop the Java 
language for the next generation of the 
web, and to rely on open-source methods 
to generate the necessary environment. 
As the clash between c* and Java shows, 
there is a huge amount at stake in setting 
the trend for programming languages. Ex- 
pect a whole alphabet soup of new lan- 
guages within the next decade. m 


p-s arh s 
#define S "Hello, World\n” 
_Main(){exit(printt(S) =» strien(S) ? 0 = 1);} 


% CC -0 a.out ~ /sr¢/misc/imm/hw.c 
% aout 


n 
writeln( Hello World ): 
end. mie 
Final year undergraduate: 
(defun Helo 


(print 
cons Hello (list World)))) 
New ssional: 
void main(void) 
tea as {"Hello “, “World”}; 
for(i «0; i< 2; ++i) 


Seasoned professional: 
#include 
#inctude 
class string 
private: 
int size; 
char “ptr; 
public: 
string() : size(O), ptr(mew char{ \O » p 
peny const g &5) : size{s.size 


ptr = new char[size + 1); 
strcpy(ptr, s.ptr); 


string() 
delete [] ptr: 


ostream ator <<(ostream &, const string &) 
string &aperator=(const char *): 


ostream Roperator<<(ostream &stream, const string &s) 
feturn(stream << $_ ptr); 

String &string::operator=(comst char *chrs) 

Vt te &chrs) 


maaha p 
importiib("actexp.tib" ); 

// bring in my interfaces 

Hinclude " pshlo.idt” 

Uuid (257 3FBF5-CFEE-1014-GAGF-O0AAW0 342820) 
cotype THello 


interface IHello; 
ore IPersistFile: 


ene, 
uuid( 257 3F890-CFEE-101A-9A9F-O0AA00342820) 


module CHelloLib 


// some code related header files 
rtheader(); 


wuld(2573F891-CFEE-101A-9ASF-O0AA00342820), 


aquregatatie 
i coclass CHello 
we THello; 
j; 
#include “ipfix,hxx" 


extern HANDLE hEvent: 
p CHello : public CHelloBase 


to(); 
HRESULT __stdcall PrintSz(LPWSTR pwazString); 
private: 
) static int cObjRef; 


mbstowes(wesPath, arqv[1}, strlen(argv[t]) + 1); 
wesupr(wesPath); 


else 
foclntlitderr, “Object path must be specified\n"); 
return( 1}: 


i get ag string 
ar 
eaa argv[2], strten(argvi2}) + 1); 


w west, L" Hello World"): 
printf( “Linking to object Yows\n", wesPath): 
printf(" Text String Yows\n", west); 
// initialize the OLE libraries 
hRsit = ColmitiatizeEx(NULL, COINIT_ MULTITHREADED); 
a sg one ome A 
hRsit = miker(wesPath, &pmk); 


SUCCEEDE hRstt) 
nish BindMonbert 0, IID_IHello, (void **)&pHetlo): 


if 
if(SUCCEEDED(HRsit)) { 
// print a string out 


2000 = 
ut lola 


else 

printf(" Failure to connect, status: lx", hisit); 
// Tetl OLE we are going away. 
CoUninitialize(); 
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prentice hacke cki 4 
ere na 
Smsge"Hello, world. \n"; 
if (SHARGYV >= H, { 


le(defined(Sarg=shift(@ARGV))) { 
lename « g 
te ) | | he "Can twrite Sarg: $n”; 
print (FILE smsa); 
PN | | die "Can t close Sarg: $!\n"; 


) else { 
di ($msg); 
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Guru hacker: 
% cat 

Hello, world. 

pD 


New ma 
10 PRINT "HELLO WORLD" 
20 END i 


Bob, could Haere ey that prin 
, Cou ease write me a program prints 
by worlds"? I need it by tomorrow. 


—.. ORN 


I need 2 “Hello, world.” program by this afternoon. 


message: Command not found 
hpm 

pm: Command not found 

% letter 

geai Command not found. 
% 


ma 
To: XFCE 

heip mail 

help: Command not found. 
>wha 


what: Command not found 
>need help 

need: Command not found 
damn! 

1: Event unrecognized 
>exit 
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Intelligent business — Think UK — Invest-UK 


The role for government in today's fast changing 
global economy is to provide the right business 
conditions to ensure that the UK remains the 
best location for investment in Europe. 





The UK is the premier inward 
investment location in Europe. It attracts 
almost a quarter of all the investment 
into the EU and offers investors into 
Europe the best opportunities in some of 
today's most exciting market sectors. 
UK based businesses are winning world 
wide because of high quality skills, 
leading edge technologies and by 
adding value to goods and services. 


The UK will continue to meet the 
challenges of new technologies and 
new markets even though conditions in 
some technology based sectors may 
force difficult decisions upon 
companies. The world's top companies 
invest in Britain because they know that 
Britain invests in Britain. Overseas 
capital and British know-how are a 
world-beating combination. 


Investment in the UK is increasingly in 
high quality, value added and 
technology driven projects in the IT, 
communications, biotech and R&D 
sectors. It is driven by the excellence 


of our universities and research 
centres, our investment in science and 


technology and by high quality skills 


and training for our workforce. The UK 
offers a unique environment for 


technology and manufacturing based 


investors looking to locate in Europe. 


International investors choose the UK 
because: 


it is a vital a gateway to Europe. 


it offers a pan-European fulfilment 
and logistic infrastructure. 


it has a modern, deregulated, low 
cost telecommunications 
infrastructure. 


it has low personal and corporate 
tax rates, so individuals and 
businesses keep more of their 
earnings. 

The workforce is skilled and 
adaptable. 


There is a commitment to lasting 
economic stability. 





"Last year inward investors 
created over 70,000 new 
jobs in the UK - a firm 
endorsement by some of 
the world's leading 
companies in the skills and 
flexibility of the UK 
workforce and in the 
stability and competitive- 
ness of our economy.” 
Patricia Hewitt 


Secretary of State for Trade & 
Industry 





Invest-UK, its teams in embassies, high 
commissions and consulates in key 
markets world-wide and its partner UK 
development agencies provide an 
essential network which is working to 
keep Britain as the first choice for 
investment in Europe. For business 
focused high value manufacturing and 
technology sectors, the UK is the place 
to be in Europe. 


Visit our Websites: 
Invest-UK main UK site 


www.investuk.com 


invest-UK overseas sites 


www.investuk-us3.com 
www.investukcanads.org 
www.investuk.de 
www.investukjapsn.org 





—— = y z TET RNY EM IS CPE eS ra rr Fu cen Orel 
18 Reports The Economist Technology Quarterly September 22nd 2001 
space science. 





A bigger role for small 





satellites? 


Space technology: Certain types 
of satellites have started to 
shrinkin size, cost and 
development time, making it 
possible for communities, 
companies, schools, hos- 
pitals—and, perhaps one day, 
even individuals—to have a 
satellite of their own 


N 1957, the Soviet Union launched the 
first artificial satellite, Sputnik I. It 
weighed a little over 80 kilograms and 
was no bigger than a basketball. Ever 
since, satellites have grown heavier, 
larger and more complicated—and most 
now tend to weigh in at three to four 
tonnes. These huge craft do a great deal 
more than merely beep, as Sputnik did. 
But with each kilogram costing about 
$10,000 to put into orbit, it is somewhat 
curious that satellites have not shrunk in 
size, weight and price as have so many 
other high-tech products. 
The past decade saw a mushrooming 
of interest in getting easy access to space 


using cheap and cheerful space missions. 
With their rapidly rising number of orbi- 
tal experiments and applications, engi- 
neers became frustrated by the limited 
number of opportunities to fly their pack- 
ages aboard the handful of launches a 
year of the Space Shuttle and other space- 
craft. Meanwhile, the armed forces were 
tinkering with small, autonomously-con- 
trolled satellites for manoeuvring up to 
other satellites—to inspect, service or 
even, if necessary, annihilate them. By all 
accounts, the age of the micro-satellite, 
even perhaps the personal satellite, was 
about to dawn. 

However, much of the enthusiasm for 
micro-spacecraft fizzled with the collapse 
of several high-profile endeavours—most 
notably the Motorola-led space-based cel- 
lular-phone consortium, Iridium, with its 
constellation of smallish satellites in low- 
earth orbit. But even if Iridium had not 
crashed and burned, the micro-satellite 
business would probably have still been 
rooted to the ground. Outside a few niche 
applications, the manufacturers failed to 
make an economic case for miniature 
spacecraft in any of the four main parts of 
the satellite market—communications, re- 
mote sensing, weather forecasting and 


( 
That probably had more to do with, 
poor business planning and execution| 
than anything inherent in satellites that 
were small and cheap. David Bearden of 
The Aerospace Corporation in El Se} 
gundo, California, has made a study of 
NASA's successes and failures with small 
satellites. The ones that went awry, he 
found, were not too small but too compli- 
cated for the limited amount of money 
spent on them. So, in itself, small seems to 
be no bad thing in space. 


Small minded 

Today, a satellite is considered small if it 
weighs less than 500 kilograms, although 
many of the more innovative and func- 
tional small satellites weigh less than 
100kg. Cost, of course, has been the main 
attraction of small satellites, as launchers 
needed to hoist them into orbit account 
for atleast 30-40% of total expenses. Every 
kilogram saved in the payload’s weight 
means a kilogram less thrust needed from 
the booster. That translates into a double 
saving—in fuel that has to be hauled along 
for the ride as well asin the airframe of the 
launch vehicle itself. The structural cost of 
an unmanned spacecraft runs to around 
$5,000 per kilogram. 

Itis no surprise, then, that even makers 
of large commercial satellites for commu- 
nications and broadcasting are trying to 
reduce the size of their components and 
subsystems. But for reasons that have 
more to do with the geosynchronous or- 
bit they occupy—35,000km above the 
equator, where their orbital speed 
matches the speed of the earth’s rotation 
and thus allows them to “hover” over a 
single spot—these heavyweights of the 
sky seem likely to get even heavier over 
the coming decade (see box on next page). 

Small satellites tend to use off-the- 
shelf parts and standardised platforms 
(much as car companies do) and are built 
on a cheap and simple assembly line. 
Commercial satellites, by contrast, are as- 
sembled painstakingly by hand, one at a 
time. And because the overall cost—and 
therefore the insurance premium to cover 
the risk of failure in launch or in orbit—is 
lower for a small satellite, customers are 
less likely to insist strictly on the use of the 
highest-quality parts made of materials 
that have been tracked for quality assur- 
ance purposes from the day they left the 
mine. 

This approach frees small-satellite spe- 
cialists such as AeroAstro of Herndon, 
Virginia, and Surrey Satellite Technology » 


v 
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“This kind of ‘Fordism’ has created the tantalising 
promise of satellites that may cost less than $1m in 


the near future.” 


of Guildford, in Britain, from the ten-year 
development programmes that tend to 
hobble the makers of big commercial sat- 
ellites. With their vastly shorter produc- 
tion cycles, makers of small satellites can 
thus take advantage of component im- 
provements and price reductions as they 
become available. It is this kind of “For- 
dism” that has ushered in the $ım-15m 
satellite, squeezed production schedules 
to less than a year, and created the tanta- 
lising promise of satellites that may cost 
less than $1m in the near future. 

Replacing a large, complicated satellite 
with an array of much smaller and 
cheaper ones also reduces the risk of a 
costly failure. If one or two small satellites 
in a distributed network fail, the others 
can be reprogrammed to pick up their 
workload until replacements can be 
launched. This “soft failure” mode of op- 
eration means lower risk, which, in turn, 
means cheaper insurance. Also, the 
greater number of satellites in the array 
translates into greater experience of oper- 
ation—and hence greater reliability. That 
reduces insurance costs still further. After 
launch costs, insurance is the second larg- 
est expense in getting a satellite into orbit, 
accounting for as much as 15-20% of a mis- 
sion’s price tag. 


David v Goliath 

Advocates reckon that the main outlet for 
the present crop of small satellites is in 
applications that need highly focused, 
low-bandwidth communications. They 
point to the increasing number of ma- 
chines—whether on the move, like ships, 
trucks and railcars, or stationary, like stor- 
age tanks, generating plant, oil pipelines 
or vending machines—that need to be 
tracked or monitored continuously. And 
this is not just in rich industrial countries. 
South Africa believes its small satellite 








Skyscrapers in the sky 


OMMUNICATIONS satellites will 

continue to get bigger for years to 
come. For one simple reason: they 
need more and more electrical power 
on board to transmit an ever-increas- 
ing number of communications and 
broadcasting channels to customers 
on the ground. 

Paul Carr of Johns Hopkins Uni- 
versity in Baltimore has worked 
closely with the satellite industry for 
years. He thinks that, although in- 
creasing the amount of electrical 
power on board asatellite is expen- 
sive, it pays huge dividends in terms 
of signal strength on the ground. That 
then allows suppliers of satellite-rv 
services to offer customers cheap lit- 
tle dishes that can be clamped toa 
balcony or roof instead of requiring 
half the back garden for a dish the 
size of a radio telescope. 

But generating the extra power on- 
board the satellite, says Mr Carr, 
means installing bigger solar arrays, 
bigger batteries, bigger transmitters 
and bigger thermal radiators. That 


programme will have commercial pay- 
offs in keeping tabs on its national assets. 

ORBCOMM, a space technology firm 
based in Dulles, Virginia, provides such a 
global-tracking service through its net- 
work of 35 satellites, each weighing only 
40kg and operating in a low-earth orbit to 
minimise launch costs, as well as the 
power needed for communicating with 
the ground. Last year, Volvo chose the sys- 
tem to extend its “On Call” rescue system, 
which allows motorists to call for help 
when their car breaks down. Robert 
Twiggs of Stanford University expects a 
large market to emerge for this kind of ser- 
vice if the price of the ground equipment 
can be made low enough. 

This is what AeroAstro eventually 
hopes to do with its system of ten small 
satellites and one-way transmitters for 
beaming up their location, along with 
any other sensor data needed, such as 
temperature, pressure or engine-speed. 
The transmitters are no bigger than a 
pager and cost only $75. David Goldstein, 
AeroAstro’s vice-president for business 
development, reckons that the entire sys- 
tem will cost about $65m, using satellites 


translates into more fuel being 
needed for the spacecraft, bigger reac- 
tion wheels to help stabilise it, heavier 
wiring all round, and a stronger air- 
frame to carry it all. 

Even if advances in miniaturisa- 
tion allow the size of power-generat- 
ing components to shrink, engineers 
still expect to see communications sat- 
ellites that are parked in the crowded 

chronous orbit 35,000km 
above the equator get even heavier. In 
part, that is because manoeuvring 
them into such high orbits requiresa 
lot of fuel. 

Itis also because of the restricted 
number of slots in this priceless bit of 
astronomical real estate. Rather like 
land in midtown Manhattan, once itis 
bought, the best thing to do is to erecta 

er. While their diameter is re- 
stricted by the girth of the launch ve- 
hicle, geo-synchronous satellites are 
going to have ever more components 
packed into them. All of which means 
that they will go on getting heavier 
rather than lighter. 


weighing between 30kg and 100kg. In 
July, AeroAstro started ground-based 
trials, tracking car park spaces, runway in- 
frastructure, airport vehicles and noise- 
monitoring sensors over a 50km radius 
from Gulfport-Biloxi airport which serves 
the greater New Orleans and Alabama ar- 
eas on the Mississippi coast. 

Small satellites are also lowering the 
cost of being able to own and use space 
systems. When prices come down to a 
few million dollars, they become afford- 
able for, say, the agriculture ministry of a 
developing country. Equipped with re- 
mote sensing gear, they could be used to 
report on everything from deforestation 
and pollution to urbanisation. Using a 
handful of small satellites in a low-orbit 
array, agencies can do more active moni- 
toring—such as keeping an eye on crops, 
forest fires and regional disasters. Surrey 
Satellite Technology has sold the technol- 
ogy to build small satellites to a dozen 
countries, including China, Pakistan, 
South Africa, Portugal, Turkey and Chile. 

Surrey Satellite Technology is now 
putting together a system of five 100kg 


satellites to form a so-called Disaster >» 
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“Team Encounter plans to sell payload space for $50 
a package, allowing individuals to put the hair, 
ashes or whatever of their loved ones into space.” 


Monitoring Constellation that will be 
shared by five countries. Algeria and Brit- 
ain have already agreed to participate, 
and Nigeria, Thailand and China are ex- 
pected to join shortly. For a total of $56m, 
the group will get something that will be 
functionally equivalent to, or even better 
than, an existing satellite that cost $300m. 

A European Union group is looking at 
a similar approach, using nine low-cost 
satellites. The idea is to use advanced 
data-compression techniques on board 
the small satellites so that the signals 
beamed back to the ground can be han- 
dled by off-the-shelf receiving equip- 
ment. That way, local users should be 
able to receive the information directly, 
without having to wait and pay for it to be 
processed. This should allow them to 
make on-the-spot decisions. 

However, it is not only developing 
countries that are taking advantage of 
low-cost satellite systems. So, too, are 
municipalities and even companies. Ae- 
roAstro has spoken to one group that 
wants to monitor water quality in Venice. 
As prices drop further, ranchers, property 
developers and universities are likely to 
find that owning their own small satellite 
becomes a serious proposition. Drug 
companies and others have already noted 
that growing perfect crystals in micro- 
gravity—too costly for commercial uses at 
International Space Station prices— 
would be a bargain once small satellites 
come down in price to $500,000 a pop. 

Meanwhile, Team Encounter, with its 
Deep Space Probe scheduled for launch in 
2003, plans to sell payload space to the 
public for $50 a package, allowing indi- 
viduals to put the hair, ashes or whatever 
of their loved ones on a one-way voyage 
into outer space. 


Small can be beautiful 

Itis clear that small satellites will remain a 
niche market for some years, but it is 
equally clear that they are here to stay— 
and that their prospects can only im- 
prove. Mr Goldstein of AeroAstro notes 
that the satellite market is fragmenting, 
with payloads getting both smaller and 
larger, and medium-sized craft being used 
less and less. It is worth remembering, 
however, that there is still no mass market 
for applications of low-earth orbit satel- 
lites, and that the business still has ex- 
tremely high replacement costs. 

The full potential of small satellites 
will be realised only when cheaper ways 
can be found to launch them. For the im- 
mediate future, the only solution is to im- 


prove the way that small satellites can 
hitch a ride on boosters carrying larger 
payloads into space. It makes no sense at 
this stage to develop a rocket expressly for 
small satellites, when the cheapest that 
would be able to deliver a payload into or- 
bit would cost $25m. Launch costs would 
have to come down by a factor of ten to 
justify a dedicated booster. 

Does that mean that small satellites 
will remain shackled to the launch sched- 
ules of conventional boosters as they 
hoist large commercial payloads into or- 
bit? Perhaps not. Proponents argue that 
cannon-style launchings are a possibility, 
although considerable work remains to 
be done before it becomes practical to 
shoot small satellites into orbit. 
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To infinity and 
beyond 


HE upside of being small is thatit 
Tis is possible to thumb aliftinto 
space cheaply. The downside, as any 
hitch-hiker will tell you, is that you 
rarely endup where 





Trials are under way with so-called 
“nano-satellites” (ie, spacecraft weighing 
less than a few kilograms). And, if every- 
thing goes according to plan, three years 
from now could see today’s novelty ex- 
periments becoming a serious develop- 
ment programme. 

Designers of small satellites also have 
high hopes for micro-electro-mechanical 
systems (MEMS). These silicon chip-like 
devices, fabricated with the help of etch- 
ing and vapour deposition techniques 
borrowed from the semiconductor indus- 
try, combine a variety of sensing func- 
tions with the ability to activate 
microscopic levers, switches, valves and 
pumps carved into their innards. As such, 
they are true machines capable of per- 
forming mechanical work. The use of 
MEMS should lead to tiny radio-fre- 
quency transmitters and microscopic pro- 
pulsion units and power generators. 

Such devices, says David Williamson 
of the United States Air Force Research 
Laboratories, could revolutionise the way 
in which satellites are designed and built. 
Besides reducing their size, weight and 
power consumption, the use of MEMS de- 
vices would give far better component 
integration (and hence greater efficiency) 
in areas such as propulsion, communica- 
tion, data processing, power generation 
and navigation. 

Unlike computers, satellites depend 
far more on mechanical systems than on 
digital ones—and they have thus bene- 
fited far less from the effects of the rule-of- 
thumb law about the inexorable shrink- 
ing of prices and increasing of capacity 
that was first propounded by Gordon 
Moore, one of the founders of Intel, de- 
cades ago. That could all change once 
MEMsS-based propulsion systems and 
other components are ready to fly. 

Then, there would be no stopping the 
small-satellite brigade. Like computers 
before them, prices of small satellites 
could be expected to tumble and perfor- 
mance to rise remorselessly as the market 
widened from government agencies to in- 
clude companies and universities, and 
then wider still to include small commu- 
nities and co-operatives, and finally to 
embrace even wealthy individuals. 
Twenty years ago, nobody could seri- 
ously have imagined owning asupercom- 
puter of their own. Today, a third of all 
families in the industrial world have the 
functional equivalentin their living room. 
The arrival of the “personal satellite” 
could be every bit as dramatic as was the 
personal computer. m 





Machines with a human touch 
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rtificial intelligence: Instead 
of using the ones and zeros of 
digital electronics to simulate 
the way the brain functions, 


“neuromorphic” engineering 


relies on nature’s biological 
short-cuts to make robots that 
are smaller, smarter and vastly 
more energy-efficient 


petri have become accustomed to 
thinking of artificial intelligence and 
natural intelligence as being completely 
different—both in the way they work and 
in what they are made of. Artificial intelli- 
. gence (A1) conjures up images of silicon 
chips in boxes, running software that has 
been written using human expertise as a 
guide. Natural intelligence gives the im- 
pression of “wetware”—cells interacting 
biologically with one another and with 
the environment, so that the whole organ- 
ism can learn through experience. But 
that is not the only way to look at intelli- 
gence, as a group of electronics engineers, 
neuroscientists, roboticists and biologists 
demonstrated recently at a three-week 
workshop held in Telluride, Colorado. 

What distinguished the group at Tellu- 
ride was that they shared a wholly differ- 
ent vision of Al. Rather than write a 
computer program from the top down to 
simulate brain functions, such as object 
recognition or navigation, this new breed 
of “neuromorphic engineers” builds ma- 
chines that work (it is thought) in the 
same way as the brain. Neuromorphic en- 
gineers look at brain structures such as the 
retina and the cortex, and then devise 
chips that contain neurons and a primi- 
tive rendition of brain chemistry. Also, 
unlike conventional A1, the intelligence of 
many neuromorphic systems comes from 
the physical properties of the analog de- 
vices that are used inside them, and not 
from the manipulation of 1s and os ac- 
cording to some modelling formula. In 
short, they are wholly analog machines, 
not digital ones. 

The payoff for this “biological valid- 
ity”, comes in size, speed and low power 
consumption. Millions of years of evolu- 


tion have allowed nature to come up with 
some extremely efficient ways of extract- 
ing information from the environment. 
Thus, good short-cuts are inherent in the 
neuromorphic approach. 

At the same time, the electronic de- 
vices used to implement neuromorphic 
systems are crucial. Back in the 1940s, 
when computers were first starting to take 
shape, both analog and digital circuits 
were used. But the analog devices were 
eventually abandoned because most of 
the applications at the time needed equip- 
ment that was more flexible. Analog de- 
vices are notoriously difficult to design 
and reprogram. And while they are good 
at giving trends, they are poor at deter- 
mining exact values. 

In analog circuits, numbers are repre- 
sented qualitatively: 0.5 reflecting, say, a 
voltage that has been halved by increas- 
ing the value of a resistor; 0.25 as a quarter 
the voltage following a further increase in 
resistance, etc. Such values can be added 
to give the right answer, but not exactly. It 
is like taking two identical chocolate bars, 
snapping both in half,and then swapping 
one half from each. It is unlikely that ei- 
ther of the bars will then be exactly the 
weight that the manufacturer delivered. 

One of the contributions of the father 
of the field—Carver Mead, professor 
emeritus at the California Institute of 
Technology in Pasadena—was to show 
that this kind of precision was not impor- 
tant in neural systems, because the even- 





tual output was not a number but a 
behaviour. The crucial thing, he argued, 
was that the response of the electronic cir- 
cuits should be qualitatively similar to the 
structures they were supposed to be emu- 
lating. That way, each circuit of a few tran- 
sistors and capacitors could “compute” its 
reaction (by simply responding as dic- 
tated by its own physical properties) in- 
stantly. To do the same thing, a digital 
computer would have to perform many 
operations and have enough logic gates 
(circuits that recognise a 1 or a 0) for the 
computation. That would make the de- 
vice not only slow and power-hungry, 
but also huge and expensive. For a fuller 
account of Carver Mead and his unique 
contribution to the whole of information 
technology (see page 33). 

Another advantage of the analog ap- 
proach is that, partly because of their 
speed, such systems are much better at us- 
ing feedback than their digital counter- 
parts. This allows neuromorphically 
designed machines to be far more respon- 
sive to their environment than conven- 
tional robots. In short, they are much 
more like the biological creatures they are 
seeking to emulate. 


Going straight 

One of the many projects demonstrating 
this conceptatthe Telluride meeting was a 
robot that could drive in straight lines— 
thanks to electronics modelled on the op- 
tic lobe in a fly’s brain. The vision chip, 
built by Reid Harrison at the University of 
Utah in Salt Lake City, is a “pixellated” 
light sensor that reads an image using an 
array of individual cells, with additional 
circuitry built locally into each cell to pro- 
cess the incoming signals. The fact that 
these processing circuits are local and an- 
alog is crucial to the device’s operation— 
and is a feature that is borrowed from the 
biological model. 

Dr Harrison and his supervisor at Cal- 
tech and co-founder of the Telluride sum- 
mer school, Christof Koch, identified the 
various processes taking place in the so- 
called lamina, medulla and lobular-plate 
cells in a fly’s brain as being worth imple- 
menting in silicon. These cells form a sys- 
tem that allows the fly to detect motion 
throughout most of its visual field—letting 
the insect avoid obstacles and predators >» 
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“Neuromorphic engineers look at brain structures 
and then devise chips that contain neurons, axons, 
and a primitive rendition of brain chemistry.” 


while compensating for its own motion. 

In the chip, special filters cut out any 
constant or ambient illumination, as well 
as very high frequencies that can be the 
source of electronic noise in the system. 
The purpose is to let the device concen- 
trate on what is actually changing. In a 
fly’s brain, this filtering role is played by 
the lamina cells. 

In a fly’s medulla, adjacent photo- 
detectors are paired together, a time delay 
isintroduced between the signals, and the 
two are then multiplied together. The 
length of the delay is crucial, because it 
sets the speed of motion that the detector 
is looking for. In the chip, since the delay 
and the distance between the two adja- 
cent photo-diodes are known, the speed 
of an image moving over the two detec- 
tors can be determined from the multi- 
plier output. Large numbers of these 
“elementary motion detectors” are then 
added together in the final processing 
stage. This spatial integration, which is 
similar to that performed in a fly's large 
lobular plate cells, ensures that the broad 
sweep of the motion is measured, and not 
just local variations. The same kind of 
mechanism for detecting motion is seen 
in the brains of cats, monkeys and even 
humans. 

To prove that the chip not only worked, 
but could be useful, Mr Harrison attached 
it to a robot that had one of its wheels re- 
placed by a larger-than-normal one, mak- 
ing it move in circles. When instructed to 
move in a straight line, feedback from the 
vision chip—as it computed the unex- 
pected sideways motion of the scenery— 
was fed into the robot's drive mechanism, 
causing the larger wheel to compensate 
by turning more slowly. The result was a 
robot that could move in a straight line, 
thanks to a vision chip that consumed a 
mere five millionths of a watt of power. 

For comparison, the imaging device on 
NASA's little Sojourner Rover that ex- 
plored a few square metres of the Martian 
surface in 1997 consumed three-quarters 
of a watt—a sizeable fraction of the robot's 
total power. The image system that helps 
make the “Marble” trackball developed 
by Logitech of Fremont, California, a 
handy replacement for a conventional 
computer mouse, takes its cue likewise 
from a fly’s vision system. In this case, the 
engineering was done mainly by the 
Swiss Centre for Electronics and Micro- 
technology in Neuchatel and Lausanne. 

The concept of sensory feedback is a 
key part of another project shown at the 
Telluride workshop. In this case, a biolo- 


Fly's eye on a chip 


gist, robotics engineer and analog-chip 
designer collaborated on a walking robot 
that used the principle of a “central pat- 
tern generator” (crG)—a kind of flexible 
pacemaker that humans and other ani- 
mals use for locomotion. (It is a chicken’s 
cPG that allows it to continue running 
around after losing its head.) Unlike most 
conventional robots, cpG-based ma- 
chines can learn to walk and avoid obsta- 
cles without an explicit map of their 
environment, or even their own bodies. 

The biological model on which the 
walking robot is based was developed in 
part by Avis Cohen of the University of 
Maryland at College Park. Dr Cohen had 
been studying the way that neural activ- 
ity in the spinal cord of the lamprey (an 
eel-shaped jawless fish) allowed it to 
move, with the sequential contraction of 
muscles propelling it forward in a wave 
motion. The findings helped her develop 
a CPG model that treated the different spi- 
nal segments as individual oscillators 
that are coupled together to produce an 
overall pattern of activity. Tony Lewis, 
president and chief executive of Iguana 
Robotics in Mahomet, Illinois, developed 
this crc model further, using it as the ba- 
sis for controlling artificial creatures. 

In the walking robot, the body is 
mainly a small pair of legs (the whole 
thing is just 14cm tall) driven at the hip; 
the knees are left to move freely, swinging 
forward under their own momentum like 
pendulums until they hit a stop when the 
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leg is straight. To make the robot walk, the 
hips are driven forwards and backwards 
by “spikes” (bursts) of electrical energy 
triggered by the crc. This robot has sen- 
sors that let it feel and respond to the 
ground and its own body. Because out- 
puts from these sensors are fed directly 
back to the crG, the robot can literally 
learn to walk. 

The crc works by charging and dis- 
charging an electrical capacitor. When an 
additional set of sensors detect the ex- 
treme positions of the hips, they send 
electrical spikes to the CpG’s capacitor, 
charging it up faster or letting it discharge 
more slowly, depending on where the 
hips are in the walking cycle. As the robot 
lurches forward, like a toddler taking its 
first steps, the next set of “extreme spikes” 
charge or discharge the capacitor at differ- 
ent parts of the cycle. Eventually, after a 
bit of stumbling around, the pattern of the 
cPG’s charging and discharging and the 
pattern of the electrical spikes from the 
sensors at the robot's hip joints begin to 
converge in a process known as “entrain- 
ment”. At that point, the robot is walking 
like a human, but with a gait that matches 
the physical properties of its own legs. 

Walking is only the start. Mr Lewis has 
endowed his robot with an ability to 
learn how to step over obstacles (see 
photo on previous page). It does this by 
changing the length of the three strides 
before the object, using miniature cam- 


eras as eyes, and the same kind of interac- >» 





> tion with the crG that it uses to 
synchronise its hip movement for normal 
walking. 

The interesting thing is that the obsta- 
cle does not have to be defined in any 
way. It appears simply as an unexpected 
change in the flow of visual information 
from the cameras that the robot uses to 
see with. This makes the technique ex- 
tremely powerful: in theory, it could be 
applied to lots of other forms of sensory 
input. Another factor that makes this pro- 
ject impressive is that its key component— 
the CPG chip, designed by Ralph Etienne- 
Cummings of Johns Hopkins University 
in Baltimore, Maryland—consumes less 
than a millionth of a watt of power. 

The efficiency of CpG-based systems 
for locomotion has captured commercial 
attention. For the first time, parents can 
now buy their children analog “crea- 
tures”, thanks to Mark Tilden, a robotics 
expert at Los Alamos National Laboratory 
in New Mexico. Hasbro, one of America’s 
largest toy makers, is marketing a product 
called B10 Bugs based on Dr Tilden’s bio- 
mechanical machines. 

After teaching robots to walk and 
scramble over obstacles that they have 
never met before, how about giving them 
the means for paying attention? Giacomo 
Indiveri, a researcher at the Federal Insti- 
tute of Technology (ETH) in Zurich, has 
been using a network of “silicon neu- 
rons” to produce a simple kind of selec- 
tive visual attention. Instead of working 
with purely analog devices, the ETH 
group uses electrical circuits to simulate 
brain cells (neurons) that have many simi- 
larities with biological systems—display- 
ing both analog and digital characteristics 
simultaneously, yet retaining all the ad- 
vantages of being analog. 

Like the locomotion work, the silicon 
neurons in the ETH system work with 
electrical spikes—with the number of 
spikes transmitted by aneuron indicating, 
as in an animal brain, just how active it is. 
Initially, this is determined by how much 
light (or other stimulus) the neuron re- 
ceives. This simple situation, however, 
does not last long. Soon, interactions with 


the rest of the network begin to have an ef- 


fect. The system is set up with a central 
neuron that is connected to a further 32 
neurons surrounding it in a ring. The 
outer neurons, each connected to its part- 
ners on either side, are the ones that re- 
ceive input from the outside world. 

The neural network has two param- 
eters that can be tweaked independently: 
global inhibition (in which the central 


“Millions of years of evolution have allowed nature 
to come up with some extremely efficient ways of 
extracting information from the environment.” 


neuron suppresses the firing of all the oth- 
ers); and local excitation (in which the fir- 
ing of one neuron triggers firing in its 
nearest neighbours). By varying these 
two factors, the system can perform a va- 
riety of different tasks. 

The most obvious is the “winner- 
takes-all” function, which occurs when 
global inhibition is turned up high. In this 
case, the firing of one neuron suppresses 
firing in the rest of the network. However, 
global inhibition can also produce a subt- 
ler effect. If several neurons fire at the 
same time, then they stimulate the central 
neuron to suppress the whole network, 
but only after they have fired. The inhi- 
bition is only temporary, because the 
electrical activities of all the neurons has 
natural cycles that wax and wane. So the 





Robot bugs invade the toy market 


synchronised neurons now have some 
time to recover before firing again, with- 
out other neurons having much chance to 
suppress them. 

In this situation, the important thing to 
note is that the synchronised signals tend 
to come from the same source. Conse- 
quently, if one can find a way of allowing 
all to cause firing at once, then it is possi- 
ble to separate an individual object from 
the visual scene. Local excitation im- 
proves this situation further, since the 
synchronised neurons are likely to be 
next to each other. 

This combination of local excitation 
and global inhibition is a feature of the 
human brain’s cerebral cortex. The com- 
bination between winner-takes-all and 
synchronisation produces a mechanism 
for visual attention, because it allows one 
object—and one only-to be considered. 
Importantly, the global inhibition makes 
it difficult for other objects to break in, so 
the attention is stable. The ETH team is 
thinking of building a more advanced 
version of its attention-getter, in which 
the focus of attention can be switched, de- 
pending on the novelty and importance 
of a fresh stimulus. 





Neuromorphic engineering is likely to 
change the face of artificial intelligence 
because it seeks to mimic what nature 
does well rather than badly. For centuries, 
engineers have concentrated on develop- 
ing machines that were stronger, faster 
and more precise than people. Whether 
tractors, sewing machines or computer 
accounting software, the automata have 
been simply tools for overcoming some 
human weakness. But the essential thing 
has been that they always needed human 
intelligence to function. What neuromor- 
phic engineering seeks to do is build tools 
that think for themselves—making deci- 
sions the way humans do. 

But the neuromorphic route will not 
be an easy one. The highly efficient ana- 
log systems described above are far more 
difficult to design than their conventional 
counterparts. Also, billions of dollars 
have been invested in digital technology— 
especially in CAD (computer-aided de- 
sign) tools—that makes analog tools look, 
in comparison, like something from the 
stone age. More troubling still, almost all 
neuromorphic chips developed to date 
have been designed to do one job, albeit 
remarkably well. It has not been possible 
to reprogram them (like a digital device) to 
do many things even adequately. 

However, as work advances, neuro- 
morphic chips will doubtless evolve to be 
general purpose in a different sense. In- 
stead of using, say, a camera or a micro- 
phone to give a machine some limited 
sense of sight and hearing, tool makers of 
tomorrow will be buying silicon retinas 
or cochleas off the shelf and plugging 
them into their circuit boards. 

At the other extreme, the combination 
of biological short-cuts and efficient pro- 
cessing could lead to a whole family of ex- 
tremely cheap-—albeit limited—smart 
sensors that do anything from detecting 
changes in the sound of a car engine to 
seeing when toast is the right colour. 

In fact, the neuromorphic approach 
may be the only way of achieving the goal 
that has eluded engineers trying to build 
efficient “adaptive intelligent” control sys- 
tems for years. Neuromorphic chips are 
going to have enormous implications, es- 
pecially in applications where compact- 
ness and power consumption are at a 
premium—as, say, for replacement parts 
within the human body. This is slowly be- 
ing recognised. For the first time in the Tel- 
luride workshop’s history, one of the 
participants was a venture capitalist. 
After genomics, perhaps the next stock- 
market buzz will be neuromorphics. m 
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Software: An obscure bit of 
computer technology has 
suddenly become a subject of 
controversy. Electronic 
directories may sound arcane, 
but watch out for their 
keepers—and for the market 
power they will wield 


i ja AVOID chaos and stay in control, 
keep a list. The first people to realise 
this were the rulers of the Roman Repub- 
lic, founded in 5098C. Every five years, 
they organised a census to count the citi- 
zens, so they could assess the number of 
potential soldiers and future tax reve- 
nues. As in Rome, so in information tech- 
nology. There is a surge of interest in lists 
or, more precisely, directories. More com- 
panies are using these electronic lists to 
keep track not just of employees and out- 
side partners, but of their hardware and 
software as well—for instance, to help rT 
managers with the chore of configuring 
computers on corporate networks. 

Yet directories are not merely an ob- 
scure technology that makes life easier for 
corporate geeks. They are the basis of the 
Internet and of such popular online ser- 
vices as auctions, file swapping and in- 
stant messaging. Now, Microsoft is 
working on the mother of all directories: 





List makers take control 


its Passport online authentication utility 
and related Hailstorm services. These 
could become the master list of the identi- 
ties of most net users, as well as the repos- 
itory of all kinds of personal information. 

These ambitious plans are already the 
bone of much contention, and they could 
provoke an all-out battle in the computer 
industry. Privacy advocates complain 
that Microsoft is trying to put itself in the 
middle of all transactions, whether com- 
mercial or private, on the Internet—a role 
for which, they say, Microsoft is com- 
pletely unsuited, given its less-than-stel- 
lar track record in matters of business 
ethics. Meanwhile, competitors are claim- 
ing that Microsoft is, yet again, abusing its 
Windows monopoly to force people to 
use Passport and Hailstorm. 


What’s in a name? 
At their most basic, directories are collec- 
tions of names with certain attributes at- 
tached. Names can be individuals, but 
also online services, software applica- 
tions or hardware devices. Attributes can 
be just about anything. A corporate direc- 
tory, for instance, may include the ad- 
dresses of employees and their birth 
dates, and also information about which 
department they belong to and which 
web pages they are allowed to access on 
the company’s intranet. 

Storing all these data might seem the 
perfect job for the relational databases 
found in most companies. But directory 


software is a different beast. It is opti- 
mised for quick access to data that do not 
change often. An individual only rarely 
gets a new phone number, but hundreds 
of people might look that number up ev- 
ery day. The directory software sold by 
Novell, the pioneer of this class of soft- 
ware, sifts through a billion entries in less 
time than the blink of an eye. 

Databases and directories, however, 
share a common history—at least in cor- 
porate computing. Like databases, direc- 
tories were originally part of other 
applications such as contact managers, or 
even part of an operating system. Re- 
cently, they have become products in 
their own right. This has come about be- 
cause it is a hassle to update such directo- 
ries separately. Also, there is now a 
standard way for other software to access 
the data in directories—-thanks to the 
Lightweight Directory Access Protocol, 
developed by a voluntary body called the 
Internet Engineering Task Force. 

It is easy to see why company net- 
works need a sophisticated directory. 
Without one, computers on the network 
would be unable to find one another. The 
necessity is less obvious for a company as 
a whole, but it is essentially the same. 
Firms continue to dismantle the vertical 
integration they have built up over the de- 
cades, outsourcing more and more tasks, 
and becoming more fluid, borderless 
organisations. Increasingly, they need an 
anchor~—an electronic list that keeps track 
of everything—to stop things from sliding 
into chaos. 

Looking up people is the first applica- 
tion that comes to mind. But the “killer 
applications” are most likely to be in ac- 
cess control. To benefit properly from e- 
commerce, companies need to open up 
the firewalls that shield their internal net- 
works from the outside world. Yet no ra- 
tional chief information officer would let 
outsiders, or even a firm’s own staff, roam 
freely around his precious network. You 
need a doorman, just like in a dance club, 
says Gordon Eubanks, chief executive of 
Oblix and a doyen among Silicon Valley’s 
entrepreneurs. 

Oblix is in the business of training 
such doormen—building solutions to the 
problem of “identity management”, as 
the firm calls it. The directory software is 
only part of the system. Oblix’s software 
lets companies do such things as set poli- 
cies about which data or application a 
salesman or supplier is allowed access to. 
Equally important, the system makes it 
easy to remove these privileges if an em- »» 





> ployee is fired—so he or she cannot wreak 
digital havoc in revenge. 

Once companies have directory tech- 
nology in place, they usually find other 
things to do with it. Charles Schwab, a dis- 
count broking firm and one of Oblix’s 
customers, has developed more than 30 
applications that rely on the information 
in its enterprise directory—a repository 
that integrates data from several sources, 
including the human resources depart- 
ment and staff contact lists. One service is 
eTimesheets, which replaces traditional 
paper forms. Another, called Best, man- 
ages information about training plans 
and the progress made by Schwab's 
14,000 employees who have contact with 
customers. 

Schwab shows that the real challenge 
of implementing a central corporate di- 
rectory is not technical, but organisa- 
tional, or even political. First, procedures 
must be put in place to keep the data up- 
to-date. The art is to delegate this task to 
people who are actually motivated to do 
it. In many cases, these are the employees 
themselves. Because employees own the 
information and know how current it is, 
self-maintenance is the rule at Schwab, 
says Anne Barr, a vice-president at the 
firm. Even if individuals are promoted, 
they make the changes themselves. To 
avoid abuses, an alert is then automati- 
cally sent to a superior. 

But directories do not always mean 
more freedom for employees. Often they 
can mean just the opposite. That is be- 
cause corporate directories do not hold 
only information about employees, but 
also about organisational objects—de- 
partments, teams or other groups. In cor- 
porate life, conflicts are often avoided by 
keeping things ambiguous. But directo- 
ries force firms to make these hierarchies 
explicit—a task that is not always easy. At 
Schwab, there were several definitions of 
“supervisor” that had to be clarified. Not 
everybody was happy. 

The challenges of internal corporate 
directories, however, pale compared with 
those of their big brothers: lists that are 
open to the public. For a start, public lists 
are much bigger. The Internet’s Domain 
Name System (DNs), which links a web- 
site address such as Wwww.econo- 
mist.com with the numerical formula (eg, 
164.109.58.148) that identifies the particu- 
lar computer being sought on the net- 
work, has over 30m entries. Instant 
messaging services, which are in essence 
directories for keeping track of who is on- 
line at any moment, are even larger. The 


“Increasingly, firms need an anchor—an electronic 
list that keeps track of everything—to stop things 
from sliding into chaos.” 


ICQ (“I seek you”) instant-messaging ser- 
vice, started by a young Israeli firm called 
Mirabilis in 1996 and now part of AOL 
Time Warner, has 110m subscribers. 

As with their corporate counterparts, 
public directories are increasingly used to 
do more than just look up the addresses 
of machines or people. The essence of 
Napster, for instance, is a huge directory. 
The firm’s computers do not store music 
files themselves. That would be too costly 
in disk space and communications band- 
width. Instead, they simply aggregate the 
information about which files the firm’s 
users have on their own hard disks, and 
make these data searchable. The actual 
transfer of files takes place in a peer-to- 
peer fashion between users themselves. 


The next big thing 
Meanwhile, the list of lists is getting lon- 
ger. Last year, the computer industry be- 
gan to build another public directory: 
UDDI, short for Universal Discovery, De- 
scription and Integration. This is a central 
registry for what many expect to be the 
next big wave of computing: web ser- 
vices. This includes all kinds of electronic 
offerings that computers can access over 
the Internet—such as ticket reservation 
and voice-recognition services. 

Today, using such a service is a hassle. 
A company has to know where it is, and 
even to agree offline with the provider 
which protocols to use so that their com- 
puters can talk to one another. UDDI is 
supposed to make all this much sim- 
pler—so simple, in fact, that the process 
could even be automated. The directory is 
not just a central registry of web services. 
It also includes a standard language to de- 
scribe what each service does and a stan- 
dard mechanism to invoke it. 

But the most ambitious directory pro- 
posal so far is Microsoft's Hailstorm initia- 





tive—a set of web services that is due to 
become available sometime next year. 
These services are based on an online 
authentication service called Passport, 
which the software giant launched with- 
out much fanfare in 1999. Today, 160m 
people already have an electronic form of 
1p from Microsoft, although most of them 
probably do not realise it. Users are as- 
signed one when they sign up for other 
Microsoft services such as Hotmail. 

Passport will open the doors to the 
brave new world of Hailstorm. Just as 
Oblix and other directory firms propose 
to create a virtual backbone for their cor- 
porate clients, Microsoft promises con- 
sumers that it will unify their digital lives. 
The pitch goes thus: a user's personal in- 
formation and other data are now scat- 
tered across the technological 
landscape—among numerous devices, 
different pieces of software, and countless 
websites. If people move, they need to up- 
date their addresses separately in many 
electronic places. 

Hailstorm is supposed to make all of 
this far simpler. The user’s information 
will be stored in huge data centres run by 
Microsoft and reached via the Internet 
when needed. Initially, Hailstorm will en- 
compass a set of 14 services: from easy-to- 
understand things—such as myAddress, 
myProfile or myCalendar—to more novel 
offerings, including myLocation (a user’s 
electronic and geographic whereabouts), 
myNotifications (e-mail alerts delivered 
to another device) and myWallet (pay- 
ment information, electronic coupons). 

Microsoft's idea is that these services 
will allow websites and groups of people 
to co-operate far more easily than is possi- 
ble today. Imagine that you want to go on 
a vacation trip with your friends. You 
could co-ordinate your trip via the myC- 
alendar service. A travel site could take 
that information, plus data from myPro- 
file, to put together a tailored package for 
flights, hotel and entertainment. And it 
could arrange for payment through my- 
Wallet. Later, if the plane is late, myNotifi- 
cations would send out an alert to a 
mobile phone specified in myDevices. 

Earl Perkins, a consultant with Meta 
Group, in Stamford, Connecticut, reckons 
that deploying a corporate directory is 
80% process and people, and only 20% 
technology. If that is the case, then the ra- 
tio for public directories that everybody 
relies on is more like 99% to 1%. Witness 
the debate about adding new top-level 
domains to the Internet’s Domain Name 


System. Technically, this is trivial. But it is >» 


7 


“ICANN has created more heat than light because it 
is trying to turn a highly centralised governance 
system into a more decentralised one.” 


+ only today—more than five years after the 
process began—that seven new domains 
are at last being added to the pns, the first 
two being .biz and .info. 

It is easy to see why the DNs has be- 
come so controversial. Its governing 
body, the Internet Corporation for As- 
signed Names and Numbers (ICANN), 
theoretically presides over life and death 
online: if a domain name is not listed, the 
corresponding website is extremely hard 
to reach. ICANN must thus deal with 
many vested interests. If it has taken so 
long to extend the DNs, it is mainly be- 
cause trademark owners worry that new 
top-level domains will dilute their 
brands. Coke.com, for example, did not 
want to worry about Coke.biz. 

The controversies that have erupted 
over ICANN may be just a foretaste of 
things to come. The operators of directo- 
ries such as UDDI or Passport/Hailstorm 
are potentially more powerful than the 
body that controls the DNs. These directo- 
ries are a kind of operating system for the 
new world of web services, on top of 
which other offerings can be built, just as 
Windows is a platform for pc applica- 
tions. And just as owning Windows is an 
extremely profitable business, so might 
be running directories. 

Firms might earn a lot of money by 
simply charging for access, or possibly by 
taking a cut of all transactions done using 
their directories. As the airlines used to do 
with their reservation systems for travel 
agents, directory operators might make 
access easier for their own services and 
harder for those of their competitors. Or 
companies might mine the data in their 
directories so they could peddle addi- 
tional offerings to online customers. Al- 
ready, a foretaste of such cross-marketing 
can be experienced when purchasing 
goods at Amazon.com. 


More abuse? 

Critics worry that this is what Microsoft 
will do if Passport and Hailstorm take off. 
Worse, they say, the company is about to 
abuse its Windows monopoly to build a 
master list for the Internet. The next gen- 
eration of the operating system, called 
Windows xP, which is due to go on sale 
on October 25th, will push users to sign 
up for the Passport service when they first 
connect to the Internet. 

To Microsoft, such carpings are merely 
sour grapes. Passport, they say, will be 
free, and the fee for the Hailstorm services 
will be a very reasonable $20-50 a year. 
Since these services will be based on 


open standards, everybody will be able to 
access them—even users of devices that 
do not run Windows. And subscribers 
will own the data, meaning that only they 
can change it or allow others to have ac- 
cess to it. What is more, says Microsoft, 
competitors such as AOL Time Warner or 
Yahoo! are sure to offer similar services, 
and they have customer bases that are 
equally large for promoting their services. 

Microsoft has a point. Its competition 
is certainly not sleeping. In response to 
Passport and Hailstorm, AOL is appar- 
ently working on a set of similar services, 
code-named Magic Carpet, which are an 
extension of the company’s existing 
Screen Name Service that lets users sign 
on to multiple websites. Big online firms 
are likely, at least initially, to support sev- 
eral different identity services. The auc- 
tion site, eBay, has announced that it will 
welcome users of both Passport and 
Magic Carpet. 

Yet the issue is not whether there will 
be competition, but how long it will last. 
As with PC operating systems, these direc- 
tories seem to be a winner-take-most mar- 
ket, thanks to their network effects. The 
more users who sign up for, and the more 
services that are built on top of, a direc- 
tory, the more attractive that directory be- 
comes for extra users and service 
providers. Microsoft has certainly made 
sure that Passport and Hailstorm can ben- 
efit from this happy circularity. Although 
the standards for accessing the services 
are open, their inner workings are propri- 
etary. It will be all but impossible for Hail- 
storm users to switch to another service 
and take their data with them. Details of 
AOL’s plans are not yet known, but it is 
unlikely that it will offer a completely 
open solution. 

Because directories are often such a 
crucial bit of infrastructure, governments 
have traditionally assumed the job of 
overseeing them. In fact, although compe- 
tition is now the rule in telecommunica- 
tions, the telephone numbering system is 
still regulated in most countries, even if its 
day-to-day management may be con- 
tracted out to private organisations. In 
America, for example, the Federal Com- 
munications Commission is ultimately in 
charge, but the database containing all the 
country’s telephone numbers is run by 
NeuStar, a year-old spin-off from Lock- 
heed Martin. NeuStar is also the adminis- 
trator of .biz, one of the Internet's new 
top-level domain names. 

Government involvement has its own 
drawbacks, however. It often slows inno- 


vation and gets things wrong. In some 
ways, ICANN is an attempt to find a third 
way between private and public monop- 
olies, taking advantage of the traditional 
consensus-building approach adopted by 
Internet groupies. It has spawned a raft of 
committees, working groups and support 
organisations. They are supposed to talk 
things out, with the 19-member ICANN 
board, in theory, ratifying the results. 


Controversy rules 

The main reason why ICANN has so far 
created more heat than lightis thatitis try- 
ing to turn a highly centralised gover- 
nance system into a more decentralised 
one. Before ICANN, the DNs was in es- 
sence run by one company, Network So- 
lutions, and one person, the late Jon 
Postel. Now, there is lively competition 
between registrars of top-level domain 
names. To avoid many of ICANN’s pro- 
blems, an open alternative to Passport 
needs to be built as a decentralised system 
from the start, with many organisations 
issuing online tps and users holding 
more than one-—rather as the credit-card 
market, which has caused much less con- 
cern, is now organised. 

This is what xns, short for extensible 
name service, wants to be. It is a fledgling 
authentication and information ex- 
change service that offers many of Pass- 
port's features and was developed by 
Onename, a start-up firm based in Seattle. 
But XNs will certainly not remain the only 
open Passport alternative. Sun Microsys- 
tems and others may launch another 
sometime this autumn. Meanwhile, the 
UDDI web services project could become 
a model for an open directory—although 
it is still rather centralised. Two imple- 
mentations exist, both continuously syn- 
chronised and run by Microsoft and IBM, 
the co-founders of the project, along with 
Ariba, an e-commerce firm. This trio is 
also part of the core group of 15 firms that 
is now overseeing the effort, but plans to 
hand over the reins to an existing stan- 
dards body within the next six months. 

It may even be in Microsoft's interest to 
find a similar solution for services such as 
Passport and Hailstorm, at least in the 
long run. The officials who oversaw the 
census in Rome became some of the most 
powerful politicians of the republic, 
though some ultimately paid for that po- 
sition with their lives. If Microsoft suc- 
ceeds in building the mother of all 
directories, it will surely be just a question 
of time before the trustbusters try to take 
that monopoly apart. = 


JUST BECAUSE IT DOESN’T HAVE. A C 
DOESN'T MEAN IT SHOULDK 


Capitalizing on opportunities in mobile eBusiness depends On Successful 
integration of wireless technology with existing infrastructures. That's why CA 
is proud to be partnering with wireless market leaders and global professional 
service providers to create enterprises without boundaries. CA's security, 
infrastructure, and information management solutions are not only industry 
leaders, they're also hardware and software neutral. So future wireless 


initiatives will be limited by nothing but the imagination. 


HELLO TOMORROW | WE ARE COMPUTER ASSOCIATES | THE SOFTWARE THAT MANAGES eBUSINESS 





2001 Computer Associates International, Inc. (CA). All trademarks, trade names, service marks, and logos referi 


Computer Associates 


ca.com 





ced herein belor 








Drugs ex machina 


Pharmaceuticals: Thanks to 
automation, miniaturisation 
and information technology, 
drugs companies are at last 
preparing to reap the rewards of 
genomics 


HE thrill of chemistry used to come 

from watching crystals grow, potions 
bubble and change colour, and innocu- 
ous mounds of white powder burst unex- 
pectedly into flame with a bang and a 
pong. All that has gone, or is going fast. In- 
stead, chemistry labs are looking increas- 
ingly like those of engineers and 
physicists. In place of white-coated re- 
searchers toting test-tubes and scribbling 
in notebooks, there are ranks of comput- 
ers sifting silently through complex algo- 
rithms, or robots scurrying around banks 
of glass and steel equipment. Surpris- 
ingly, nobody seems happier about this 
than the chemists. They are looking to 
their new silicon assistants to help them 
streamline the whole painstaking process 
of finding new chemical compounds that 
may turn into blockbuster drugs. 

The “genomics revolution” wrought 
by the ten-year, multi-billion-dollar effort 
to sequence the human genome (ie, to 
work out the protein blueprint for build- 
ing a human being) was supposed to have 
two profound effects. First, it was going to 
bequeath a wealth of information on 
genes and proteins; and, second, it prom- 
ised to deliver a battery of new wonder 
drugs to conquer debilitating diseases. So 
far, the optimists have been only half- 
right. Databases in life sciences are grow- 
ing faster than anywhere else. Sia Zadeh, 
who directs the life-sciences initiative at 
Sun Microsystems in Palo Alto, Califor- 
nia, predicts that this business will re- 
quire computer memories measured in 
petabytes (ie, billions of megabytes) long 
before any other. 

Unfortunately, the deluge of data has 
yet to spur any dramatic increase in the 
number of new drugs discovered. Drug 
discovery remains as haphazard and 
costly a process as ever. This is because 
implicating a gene or protein in a particu- 
lar disorder does not make manipulating 


it any easier. To make drugs, chemists 
need more than data on gene-protein or 
protein-protein interactions. In particular, 
they need detailed information on how 
the protein in question interacts with the 
compound under study. Gathering this 
information is the goal that large pharma- 
ceutical laboratories around the world 
have now set themselves. 

The aim of “chemical genomics”, as 
this new technology has become known, 
is to screen as many protein targets as pos- 
sible against as many potential drugs as 
possible. To improve their chances of 
finding something useful, drugs firms are 
inventing new ways to conduct experi- 
ments in parallel. In turn, collecting and 
analysing the data is forcing them to de- 
velop new automated instruments and 
toolkits. In short, to reap the rewards of ge- 
nomics, pharmaceutical firms are having 
to computerise and automate the process 
of drug discovery to a far greater extent 
than they ever have before. 

This is no mean task. All the drugs that 
have been invented to date have come 
from targeting the protein products of 
only 500 genes. Researchers guess that 
the human genome contains between 
30,000 and 40,000 genes—a tenth of 
which are reckoned to be possible targets 
for new drugs. So there is plenty of scope 
for improvement. But even if chemical ge- 
nomics does not increase the absolute 
number of new drugs being discovered, it 
is certain to boost the efficiency of the in- 





novation process—and that, alone, will 
pay handsome dividends. At present, 
only 1% of a drugs firm’s discoveries ever 
reach the market; the remainder have to 
be written off as a loss. According to a re- 
cent report from the Boston Consulting 
Group, genomics could reduce the cost of 
producing a new drug by $300m. 

As practised today, the process of drug 
discovery relies on brute force rather than 
strategy. When researchers identify a pro- 
tein they wish to control, they test it 
against a library of up to 1m compounds 
using a “high-throughput screening” pro- 
cess. The chemicals that show some form 
of activity when they come in contact 
with the protein are then culled. Through 
a process known as “lead optimisation”, 
variants of these compounds are gener- 
ated and collected in another library, and 
the entire procedure is repeated. 

Six years and some $200m later, the 
best candidates enter preliminary human 
testing. Only then can the researchers 
start the tedious process of testing the tox- 
icity and effectiveness of the drugs in hu- 
man subjects—a procedure that can cost a 
further $500m. 


Have a target in mind 

The path to human testing could be short- 
ened if protein structures were as easy to 
work with as gene sequences. Once a pro- 
tein structure is determined (or “solved”, 
in the language of genomics) and then 
programmed into a computer, research- 
ers can design their compound libraries 
with the target in mind. This approach, 
called “structure-based drug design”, has 
already resulted in a couple of successful 
anti-HIV drugs. Moreover, researchers 
can use the computer-visualised struc- 
ture to conduct preliminary rounds of 
high-throughput screening in a computer 
(in silico) rather than in a test-tube (in vi- 
tro). This is not only a quicker alternative, 
but cheaper to boot. 

All this assumes, however, that the 
structure of the protein can be solved— 
and thatis no easy task. Haemoglobin, the 
first protein to be solved, took 22 years to 
crack. Since the Protein Data Bank, run by 
a non-profit consortium called the Re- 
search Collaboratory for Structural In- 
formatics, started gathering structures in 
1972, some 15,000 structures have been 
added, but only 10% of these are genu- 
inely unique. A typical pharmaceutical 
company may solve only five to ten struc- 
tures a year. 

That could be about to change. Two 
companies based in San Diego, Syrrx » 





> Pharmaceuticals and Structural Geno- 
mix, have made bold claims. Both reckon 
that, within the next few years, they will 
automate protein-solving and accumu- 
late hundreds of structures. This en- 
deavour has come to be known as “high 
throughput x-ray crystallography” (HTX). 
The technique relies on the fact that, 
when an x-ray beam passes through a 
crystallised molecule of a protein, it 
creates a diffraction pattern (a kind of mo- 
lecular imprint) that can be used to calcu- 
late the location of atoms in the crystal. 
While a crystal structure now costs about 
$250,000 to solve, Tim Harris, the chief 
executive of Structural Genomix, says 
that it could eventually become possible 
to do it for a tenth the price. 

In the Syrrx process, a robotic arm in- 
serts 300-600 genes into bacterial cells 
and coaxes them into producing proteins. 
Using sound waves, a robot called Sonic 
Hedgehog (after the Sega hero) splits open 
the protein-packed cells. The raw protein 
they contain is then purified automati- 
cally and passed on to Agincourt, a crys- 
tallisation robot. Agincourt can run up to 
140,000 crystallisation experiments at 
once to find the best conditions for coax- 
ing a sample of protein to form crystals. 

Meanwhile, imaging devices which 
take digital snapshots four times a second 
work out when the sample is ready. Mi- 
nute quantities of crystals—measured in 
billionths of a litre—are then taken to a 
particle accelerator in Berkeley, Califor- 
nia. There, the samples are exposed to 
synchrotron radiation, a high-energy X- 
ray that helps to produce an image of a 
protein’s shape. Finally, the Robohutch 
robot gathers the image data and works 
out what the protein must look like. 

Once a protein structure is stored in a 
database, a computer can be used to 
screen it virtually for potential docking 
points where a drug might attach itself so 
as to do its job. That makes it possible to 
identify the most promising lead com- 
pounds. At Syrrx, a crystal structure can 
be screened against a library of 2m com- 
pounds in less than two days. 


Model behaviour 
Typically, a single screening process, ei- 
ther in vitro or in silico, produces millions 
of data points. Once, 99% of such data had 
to be discarded, leaving a chemist with 
“only” 10,000 or so data points to mull 
over, with ordinary spreadsheet software 
and weeks of patience. 

No longer. Software produced by a 
company called Leadscope of Columbus, 


“ All this assumes that the structure of the protein 
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solved, took 22 years to crack.” 


i Drug bust 

E Clinical trials Screening 
WH Pre-clinicaltrials WE Target validation 
5 Optimisation E Target identification 





Ohio, now lets chemists analyse all the 
data from high-throughput screens im- 
mediately. If need be, all the data from all 
the screenings that a company has per- 
formed can be visualised and mined 
simultaneously. All a pharmaceutical 
company needs to do is to link Lead- 
scope’s software to its own database of 
chemical structures and their biological 
activity. The software then compares the 
company’s database with the program’s 
catalogue of 27,000 chemical substruc- 
tures. By correlating classes of chemicals 
with biological activity, the program can 
tell researchers which features of a test 
compound are important. Given that, re- 
searchers can pluck out and refine pro- 
mising leads far more quickly. 

Leadscope has also just launched a 
piece of equipment that screens com- 
pounds for their toxicity. For the past two 
years, the company’s researchers have 
scoured public information sources to 
compile toxicity profiles of 150,000 
chemicals. By searching this new data- 
base, dubbed Toxscope, with the chemi- 
cal fingerprint of a promising lead 
compound, researchers can get an early 
warning of whether it is going to be too 
toxic for people to take. 

Predicting other chemical characteris- 
tics of a drug would be useful, too. Once a 
drug is swallowed, it has to be absorbed 
into the bloodstream and circulated to the 
tissues of the body. As the drug does its 
work, it is attacked and gradually de- 
stroyed (“metabolised”) by various en- 
zymes. Eventually, these breakdown 
products are eliminated from the blood 
through urine or bile. Up to now, drugs 
companies have found it difficult to 
model the way acompound goes through 


the various processes of absorption, dis- 
tribution, metabolisation and elimina- 
tion (what the industry labels a drug’s 
“a DME profile”). This ignorance is costly. 
Bad ADME characteristics account for the 
majority of failures of new drug candi- 
dates during development. 

Using a combination of empirical data 
and molecular modelling, Camitro, a 
chemical genomics firm based in Menlo 
Park, California, has developed software 
that tries to predict a compound’s ADME 
characteristics. If the characteristics are 
undesirable, the compound can be dis- 
carded before too much money is spent 
developingit, or redesigned to have better 
properties. The software’s absorption 
model uses data gathered from living hu- 
mans to predict how a compound will 
penetrate through the intestinal wall and 
the blood-brain barrier. The model for 
metabolism, on the other hand, exploits 
the fact that the cytochrome enzyme, CYP 
344, performs the majority of drug 
metabolism in the body. After modelling 
the active site of this enzyme, Camitro’s 
researchers have been able to predict 
what sort of substrates CYP 344 can cap- 
ture, and how strongly. The firm is now 
improving the model by adding informa- 
tion on the behaviour of two other meta- 
bolic enzymes in the cyP family. 


When drugs interact 
Camitro’s software also has the potential 
to provide information on another sub- 
ject of growing interest to pharmaceutical 
firms—the interactions that can take place 
between two different drugs that a patient 
may be taking for different ailments. 
Medications need not interact directly to 
have potent effects on one another; they 
can exert effects through an intermediate 
compound. If, for example, most of the 
body’s metabolic enzymes are being 
bound up tightly by one drug, then an- 
other drug may float around in the blood- 
stream intact far longer than its inventors 
would have intended. A drug may also re- 
duce another’s potency. “St John’s wort 
babies” is the name given to the offspring 
of hapless mothers who did not realise 
that taking the herbal remedy would en- 
courage the metabolic breakdown of their 
birth-control pills. By mapping out the 
possibility of such interactions, such pre- 
diction software can make picking or dis- 
carding leads a more efficient process. 
Gradually and belatedly, the big drugs 
firms are starting to pay attention to the 
importance of in silico methods. In 1999, 
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based in Frankfurt, launched a program 
aimed at discovering kinase inhibitors 
through structure-based drug design—ina 
bid to make better use of genomic in- 
formation. The firm is currently trying to 
negotiate access to protein structure data- 
bases such as those offered by HTX com- 
panies. It is also creating an in-house unit 
for generating protein crystallisation data. 

Alan Collis, the head of chemistry for 
Aventis in America, says that, during post- 
merger talks between Aventis’s parent 
companies (Hoechst of Germany and 
Rhone-Poulenc of France) in 1999, the 
company realised that it had a serious 
“skills gap” in genomics and chemistry. 
To fill that gap, the firm created various 
specialist teams, including an informatics 
group and a team devoted to virtual 
screening. Since then it has added other 
groups for predicting the absorption, 
metabolism and toxicity characteristics 
of new compounds. Dr Collis reckons 
that this should accelerate the progress of 
potential drugs through the company’s 
development pipeline by 15-20%, lower 
the attrition rate among prospective com- 
pounds and reduce its dependence on 
high-throughput screening processes. 

Vertex Pharmaceuticals, based in 
Cambridge, Massachusetts, has been sin- 
gled out by many of the more established 
drugs companies as a role model worth 
emulating. Over the past decade, Vertex 
has pioneered many of the techniques 
that are now entering the pharmaceutical 
mainstream—including molecular mod- 
elling, structure-based design, virtual 
screening and efficient data-mining as 
well as ADME and toxicity prediction. Itis 
no surprise that Vertex has been effective 
at cracking problems that the big pharma- 
ceuticals have not. 

During the 1990s, Vertex entered the 
race to develop an inhibitor forinflamma- 
tion. Once it solved the structure of the en- 
zyme ICE (interleukin-1-beta converting 
enzyme), Vertex, in collaboration with 
Aventis, used in silico methods to screen 
and refine lead candidates. Mark Murcko, 
chief technology officer at Vertex, reckons 
that it took eight months from the time 
that ICE’s structure was solved to synthe- 
sise a lead compound in the correct chem- 
ical class. Two years later, the company 
had acompoundin formal pre-clinical de- 
velopment. By comparison, the industry 
average is four to six years. The com- 
pound, dubbed Pralnacasan, is currently 
in phase II development, and is still the 
only ick inhibitor in clinical trials. 

Protein modelling has enabled Vertex 





“Only a quarter to a third of all protein targets are 
amenable to structure-based design. ” 


to make a big shift in its strategy. It is now 
examining related protein targets in paral- 
lel rather than in sequence. Proteins occur 
in families whose members look similar 
to each other; but proteins can belong to 
several different types of families. Some 
families share the same parent gene or 
have similar amino-acid sequences. Oth- 
ers have similar looking active sites, but 
are different everywhere else. 

Vertex’s software digs out and exploits 
these family resemblances. Researchers 
screen compounds against a whole fam- 
ily at once, betting that the drugs that 
show activity against one protein will 
also affect its cousins. They also perform 
the reverse trick. Tailoring the molecular 
structures of compounds to a protein’s ac- 
tive site allows researchers to formulate 
chemicals that look different but react to a 
protein in a similar way. As a result, Vertex 
has been able to match many targets to 
many compounds quickly. A more con- 
ventional approach would produce one 
drug per target, if that. 


The final payoff 

This multi-drug, multi-target approach 
may pay off enormously in Vertex’s 
collaboration with Novartis, a Swiss 
pharmaceutical company. Vertex and No- 
vartis are searching for drugs that will tar- 
get the 500-odd proteins in the kinase 
family. Kinases are implicated in a broad 
swathe of nasty (but potentially lucrative) 
ailments, such as stroke, cancer and dia- 
betes. The deal, worth more than $800m, 
entitles Novartis to a share of the profits 
from the first eight drug candidates identi- 
fied by Vertex. Dr Murcko believes that, ul- 
timately, as many as 50 of Vertex’s 
kinases could result in drugs. From the 
ninth compound onward, the royalties go 
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much more in Vertex’s favour. 

Its technical sophistication has made 
Vertex’s innovation pipeline highly effi- 
cient compared with the rest of the indus- 
try’s. Normally, a compound picked for 
formal development has a 10% chance of 
making it to the start of phase II clinical 
testing. At Vertex, that figure is now 80%, 
although Dr Murcko expects that the fig- 
ure may drop somewhat once the low- 
hanging fruit have been picked. 

Vertex offers a big lesson in how to ex- 
ploit the raw data created by genomics. At 
their core, these technologies make it eas- 
ier to visualise and organise biological 
and chemical information. Just as the 
power of the Internet to distribute data 
globally only came into its own after the 
World Wide Web had been invented, and 
a user-friendly browser (Mosaic) had 
been devised to visualise what was 
stored, so genomic data will not be able to 
add value to the business of discovering 
new drugs until those data can be easily 
analysed and manipulated. Thanks to 
ever more powerful computers, in silico 
technologies will allow genomic in- 
formation to be accessed by anyone with 
the right equipment. In Internet speak, 
they “democratise” the information. 

But, as any Internet veteran will con- 
firm, this democratisation carries a cost. 
When all players possess the same in- 
formation—identical catalogues of genes, 
identical protein structures and identical 
software—winning the game becomes 
increasingly hard. In drug discovery, asin 
the early days of e-commerce over the In- 
ternet, a land-grab made the best sense. 
Likewise in chemical genomics. Certain 
families of proteins—eg, the kinases, the 
proteases and the G-protein-coupled re- 
ceptors—have hundreds of members, al- 
though in the end they may yield only a 
few useful targets. Even so, casting a wide 
net quickly over such territory is probably 
the only way, in the short term, to stand a 
chance of scoring a hit. 

In the longer term, however, such a 
strategy could lead to something com- 
parable to the dotcom disaster. The warn- 
ings are already being whispered. Dr 
Collis, for example, reckons that only a 
quarter to a third of all protein targets are 
amenable to efficient crystallisation and 
structure-based design. The rest will re- 
quire the brute force methods of blind 
screening that have been used for de- 
cades. Five years down the road, when all 
the low-hanging plums have been picked 
and canned, it will be back to the draw- 
ing-board for drug makers. = 
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An incurable itch 





Carver Mead, chipman extraordinaire 


Carver Mead claims to have 
never had an original idea. 
Others call him a prophet, a 
genius and one of the founding 
fathers of information 
technology 


HE creative process, says Carver 

Mead, is like an itch that has to be 
scratched. His scratching has led to the in- 
vention of new electronic devices, novel 
approaches to circuit design and systems 
that mimic a variety of biological func- 
tions. He says he has never had an origi- 
nal idea in his life. Others disagree. 
People call him a gadfly, a prophet, a true 
genius, an interesting bird—and modern 
information technology has much to 
thank him for. 

In 1968, as a young professor of electri- 
cal engineering at the California Institute 
of Technology (Caltech), Dr Mead chal- 
lenged conventional wisdom by working 
out the limits to how small a functioning 
transistor could be. The dimension he 
came up with was 0.15 microns (ie, 0.15 
millionths of a metre). Within 10-15 years, 
he reckoned, millions of transistors 
would fit on a single chip. And chips with 
such very large-scale integration (VLSI) 
would also run faster and use less power. 

Most people laughed. Such predic- 
tions seemed counterintuitive. But in de- 
monstrating what was possible, he setin 
motion a train of events that pushed the 
electronics industry towards miniatur- 
isation. To this day, Dr Mead hasa 
healthy appetite for questioning the pre- 
vailing orthodoxy. 

A fifth-generation Californian, Dr 
Mead grew up in Big Creek, a small settle- 
ment in the high Sierra country between 
the Yosemite and King’s Canyon national 
parks. His father managed the local 
power plant and hoped that his only 
child would be a dentist. But there was a 
lot of technology around, and another 
worker at the plant told him about places 
in Fresno that sold war-surplus electron- 
ics. That was an enabling technology for 
a young person, recalls Dr Mead, who 
took to scanning the backs of old ham ra- 
dio magazines for adverts, and reverse- 
engineering in his mind the devices he 
saw described there. He calls it an early 
electronics education, by way of ar- 
chaeology. 

Although at heart a physicist, Dr Mead 
read electrical engineering at Caltech and 
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stayed on after graduating in 1957 to take 
ajob asa lecturer in transistor electron- 
ics—an occupation he likens to “spelunk- 
ing”, the hobby of exploring caves, 
because it was new and full of darkness. 
For example, how an ohmic contact 
worked was still a mystery, even though 
every transistor has three of them con- 
nected to its active terminals. Dr Mead 
tackled this and other problems with 
alacrity. In 1965, over the Thanksgiving 
weekend, he devised a transistor called 
the MesFET to circumvent the limitations 
of “transmitter-type electronics”. Slow to 
catch on, the device is now widely used 
in mobile phones, satellites and other mi- 
crowave communications systems. 


Design rules 

Dr Mead’s prediction about the lower 
limit of the size of transistors had enor- 
mous implications. In 1968, nobody had 
a clue about how to design a chip witha 
million parts on it. Atthe time, chip de- 
signs followed complicated rules and 
were painstakingly patterned by hand on 
Mylar sheets. Only large semiconductor 
companies had the resources to design 
and manufacture such chips, which 
meant that standardised circuits domin- 
ated. Working with simple computer 
tools and plotting machines, Dr Mead 
and his students came up with a tech- 
nique that dramatically simplified the de- 
sign methods, opening the way for 
custom chips that anybody could make. 

The question then was how to dissem- 
inate the technology. In the mid-1970s, Dr 
Mead and Lynn Conway of Xerox’s fam- 
ous Palo Alto Research Centre started 
writing a book called “Introduction to 
VLSI Systems”. On Ms Conway’s urging, 
several of the early chapters were made 
available well before the book was fin- 
ished, so that engineering schools could 
teach the principles of visi. The authors 
also devised a mechanism that enabled 
university laboratories to make proto- 
type chips rapidly. 

This strategy was wildly successful. In 
short order, students who knew how to 
design and make custom chips were infil- 
trating companies across America. Not 
surprisingly, the semiconductor estab- 
lishment—with its heavy investment in 
plants that made standardised compo- 
nents—was less than pleased. Teaching 
users to design custom chips of their own 
was bad enough, but then Dr Mead 
started promoting the notion of the “sili- 
con foundry”, as a place that could actu- 
ally make them. The idea—later to >> 
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“Colleagues and former students stress his infectious 
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enthusiasm, his notion of work as a shared quest, and his keen 
scientific intuition. They call him a free spirit, even a wild man.” 


become the basis of the Taiwanese semi- 
conductor industry—was to encourage in- 
dependent chip makers to accept circuit 
designs from outsiders and fabricate the 
chips as contract manufacturers. After 
their initial horrors, one by one the large 
semiconductor firms embraced the new 
order, and an explosive wave of innova- 
tion ripped through the industry. 

As visi chips became more complex, 
Dr Mead was one of the first to appreciate 
that the natural mode of electronic com- 
puting was in a massively parallel man- 
ner—with many computations being 
done simultaneously in concert, rather 
than as a series of step-by-step processes. 
After all, in the biological world, thatis 
how brains function. This set Dr Mead 
thinking about how a fly can process sen- 
sory information much faster than even 
the most advanced digital computer. 

Building an entire eye or ear was 
clearly out of the question, but some- 
thing similar might be done using analog 
circuits to simulate the workings of parts 
of the animal's nervous system, such as 
the retina or cochlea. The new en- 
deavour, dubbed “neuromorphic engi- 
neering”, turned out to be harder than 
anybody had imagined, but Dr Mead's 
group made important first steps—and a 
handful of laboratories around the world 
are carrying the field forward (see page 
22). In his opinion, the best attempt to 
date is a stereoscopic vision system con- 
structed by the late Misha Mahowald 
while he was a student at Caltech. 

Although he has spent most of his life 
as an academic, the mortarboard is not 
the only hat in Dr Mead’s wardrobe. He 
started his first company, making audio 
systems, while still in high school. Later, 
during a visit to Boston in his early days at 
Caltech, he was introduced to a French 





venture capitalist who taught him the 
start-up business. Over the years, Dr 
Mead has had a hand in starting some 25 
companies. He even took partin the 
founding of Intel, now the world’s big- 
gest semiconductor firm. His latest enter- 
prise, Foveon, makes high-resolution 
imaging chips for digital cameras. 


Nested complexities 

He is also amesmerising public speaker, 
sporting a goatee beard and delivering 
his message with a soothing twang. Close 
up, he is gracious, friendly and a little 
frayed around the edges. The life he re- 
counts suggests nested complexities. He 
talks readily abouta string of personal 
tragedies, including the murder of his 18- 
year-old daughter. His two marriages 
ended in divorce. Today, he and his 
partner of nine years, a sculptor, liveina 
house he built in the redwoods outside 
Palo Alto in California. 

Colleagues and former students stress 
his infectious enthusiasm, his notion of 
work as a shared quest, and his keen sci- 
entific intuition. They call hima free 
spirit, even a wild man. “WhatI’ve done 
for most of my life,” he says, “was to give 
people a framework for thinking about 
things, which made it easier for them to 
do what they needed to do.” It also makes 
it hard to pin a label on him, though he 
has not gone without recognition. In 
1999, he received the $500,000 Lemel- 
son-MIT prize, the world’s largest single 
prize for invention and innovation. 

The most public of Dr Mead’s admir- 
ers is George Gilder, a technology guru, 
author and éminence grise during the Rea- 
gan administration. “No single individual 
has exerted a more profound influence 
on modern human productivity,” Mr 
Gilder wrote of Carver Mead in Forbesin 
1988. One of Dr Meads past students 
notes that Mr Gilder’s “Microcosm”, a 
bestseller in 1989, “might as well bea bio- 
graphy of Carver.” 

Dr Mead shares with Mr Gilder a be- 
lief that the information economy is the 
basis for a peaceful and prosperous 
world. Unlike zero-sum economics, in 
which one person’s gain is another per- 
son’s loss, information technology repre- 
sents an opportunity shared. Better still, it 
enfranchises people who might not oth- 
erwise have a chance to participate. In Dr 
Mead’s view, information technology is 
the great equaliser. Its distributed nature 
has the virtue of making it less amenable 
than, say, broadcasting to being con- 
trolled in some malign way. Interactions 


over the web, he says, are more like con- 
versations than reading books or watch- 
ing television. 

Nobody, muses Dr Mead, would have 
predicted how combining computing 
and communication would give rise to 
the web. Similarly, almost nobody saw 
that the problem with transistors was not 
the devices themselves, but the way they 
were interconnected. Then the problem 
became not how to make better inte- 
grated circuits, but how to design circuits 
of ever higher levels of complexity. As 
the complexity increases, new solutions 
emerge—because things become possible 
that were impossible before. 

Asked about the future of the digital 
computer, Dr Mead draws a parallel with 
a century-old oxygen cylinder that he 
uses on his hazelnut farm in Oregon. 
What works, works, he says. The digital 
computer in the form we know it today 
will probably be around forever. “You 
can't get enough additional value by do- 
ing it differently to outweigh [the value 
of] the system that’s currently in place.” 

But the usefulness of silicon—the basis 
of the semiconductor industry for the 
past 40 years—is definitely approaching 
its limit. So what comes after silicon- 
based computing? There are lots of 
suggestions: molecular computing, quan- 
tum computing or neuromorphic engi- 
neering, to name three. All are ways of 
thinking beyond the present paradigm. 
But, as yet, there are no totally workable 
schemes for realising any of them. 

Dr Mead retired in 1999. He still offers 
consulting advice and gives talks, spend- 
ing several days a week on the Caltech 
campus in Pasadena, where he maintains 
an office along with another at Stanford 
University. He is currently between pro- 
jects, but already the itch has started 
again. 

Last year, he published a book enti- 
tled “Collective Electrodynamics” that 
confronted some of the biggest questions 
in physics head on. In it, Dr Mead pro- 
poses anew way of understanding elec- 
tromagnetic theory from the vantage 
point of quantum mechanics. He wants 
to do the same thing for the theory of 
gravitation, which he says is opaque and 
intuitively hard. For now, he is “playing 
around” with the idea, attending semi- 
nars and dining with astronomers. Not 
long ago, he spent a week in Hawaii peer- 
ing through a telescope. That is what re- 
tirement means, he says. Finally, you get 
to do what you wantinstead of what 
somebody else wants. m 
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innovation == automation 


OR, 

NEVER LOSE SIGHT 
OF THE FACT 
THAT 6.1 BILLION 
PEOPLE IN 
1.5 BILLION HOMES 
ARE LIVING RIGHT 
AROUND THE CORNER 
FROM THE FUTURE. 
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Sooner or later bad infrastructure will let you down. Unreliable servers, 

insufficient storage systems and disparate software applications 
can wreak havoc on your e-business. A well-planned, well-executed 
infrastructure is the foundation of a successful e-business. To invest 
in infrastructure that won't let you down, call IBM. Together with our 
business partners, IBM can help you build and manage an integrated 
infrastructure based on open standards, and ready for the future. 
Find out how at ibm.com/e-business/asiapacific 





Europe and the United States 


Solid, but for how long? 


BRUSSELS 





European solidarity with the United States will depend on just what a global “war” 


against terrorism entails 


WEEK after the terrorist atrocities in 

America, the talk in the European Un- 
ion was all still of “solidarity”. “We stand 
four-square with our American allies and 
friends,” said Chris Patten, the EU’s com- 
missioner for foreign affairs, in a statement 
echoed by scores of politicians across the 
continent. Opinion polls showed that 
most West Europeans wanted their gov- 
ernments to take part in military action 
against terrorism, with the French almost 
as eager as the British (see chart). Though 
Germans in general are edgier, Chancellor 
Gerhard Schröder has sounded as robust 
as the French. Mr Bush’s team won wide- 
spread praise from European governments 
for its measured response—and for its re- 
fusal to shoot back straight away. 

But the possible limits to European sup- 
port for the United States are also becom- 
ing evident. No European government is 
likely to have reservations about going 
after Osama bin Laden, although some of- 
ficials are uneasy about the amount of evi- 
dence so far furnished by the Americans. If 
the number of civilian casualties can be 
kept down, a wider strike against the Tali- 
ban is also likely to win broad support. But 
some European officials and pundits are 
openly worried about what a global war 
on terrorism and, crucially, on the states 
that sponsor it might lead to. 

Even before the attacks on its cities, the 
United States had an official list of seven 


countries that it regards as terrorism’s state 
sponsors: Cuba, Libya, North Korea, Iran, 
Iraq, Sudan and Syria. A recent State De- 
partment report also named Afghanistan 
as “a primary safe haven for terrorists”. 
Some European diplomats fear that the 
United States may now seek to take on a 
whole range of “state sponsors”, sparking 
conflict across the Middle East. Although 
Colin Powell, America’s secretary of state, 
is widely seen as a voice of moderation 
and caution, there is anxiety in some quar- 
ters of Europe about the instincts of Do- 
nald Rumsfeld and the Pentagon. 

It was noted with relief in Brussels and 
elsewhere that in the attacks’ immediate 
aftermath, America and Iran appeared to 
undergo something of a small rapproche- 
ment. But it is also clear that a strong 
school of thought in the United States con- 
siders Iraq to be the main state promoter of 
terrorism. A recent book arguing that Iraq 
was behind the first attack on the World 
Trade Centre, in 1993, has won plaudits 
from, among others, Paul Wolfowitz, now 
Mr Rumsfeld’s deputy at the Pentagon. 

If the United States chose to attack Iraq 
without convincing public evidence of its 
involvement in the latest terror, Europe’s 
solidarity might begin to crack. The anti- 
Saddam coalition that the United States 
built up during the Gulf war has fizzled. 
France dropped out of the air patrols over 
Iraq’s “no-fly” zones in 1998, leaving Brit- 
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ain as America’s only ally in the skies. A 
clutch of French MPs has visited Baghdad, 
lraq’s capital. France has its eyes on lucra- 
tive Iraqi oil contracts, if and when UN 
sanctions against Iraq are lifted. Many gov- 
ernments and people in the Eu now think 
sanctions against Iraq are ineffective—and 
needlessly cruel to ordinary Iraqis. 

If the attempt to widen the war on ter- 
rorism beyond Mr bin Laden and Afghani- 
stan is confined to judicial and intelligence 
co-operation, the eu should stay enthusi- 
astic. But broader military strikes may 
cause public unease, except perhaps in 
Britain, with its emotional and security 
ties to the United States. Europe’s reluc- 
tance is not just to do with evidence or 
with fear of the humanitarian conse- 
quences of military action. For all the talk 
of the attack on America being “an attack 
on all of us”, some Europeans fear that if 
they cleave too closely to a broad, punitive 
American policy, terrorist reprisals against 
European cities will be far more likely. 
Rudolf Scharping, Germany’s defence 


minister, at first seemed to distance him- » 
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> self from American war talk by cautioning 
against the use of emotive language: “We 
aren’t on the brink of war.” 

A lot of Europeans, hoping that their 
advice may temper what they regard as the 
Pentagon’s wilder instincts, say that the 
Americans should consult them—and “co- 
operate” with them—more. This partly re- 
flects some Europeans’ long-standing re- 
sentment of what they see as America’s 
high-handedness. In this view, common 
in Paris, Berlin and Brussels, the crisis may 
have a beneficial side-effect if it makes 
America seek more equal relations with its 
European allies. But members of the Brit- 
ish government tend not to take this line. A 
senior British politician points out that 
“America considers that it has a funda- 
mental responsibility to respond to an at- 
tack on its own soil. What action Ameri- 
cans take is a matter for them.” m 


Russia and the United States 
Poacher turned 
gamekeeper 


MOSCOW 
Russia wants to fight terrorism—except 
when its friends are involved 


oe hata and demanding ally, but per- 
haps a necessary one. That is what 
America sees as Russia leaps to embrace 
the global anti-terrorist cause. There is no 
doubting the Kremlin’s enthusiasm, on the 
surface at least. President Vladimir Putin 
compared the perpetrators of the on- 
slaught against America to Nazis—still the 
harshest term in Russia’s political lexicon. 
“We face acommon foe,” he said. 

At first sight, Mr Putin’s lot have handy 
experience—for one thing, in fighting 
against what they call “Islamic terror 
gangs” in Chechnya. Russia’s several thou- 
sand troops in Tajikistan, an impoverished 
and strife-ridden republic on the southern 
border of the former Soviet Union, are the 
closest European-led military force to Af- 
ghanistan. And Russia helps the former 
government in Afghanistan itself to con- 
trol a sliver of land in the country’s north. 
The Kremlin also has a powerful say in the 
affairs of the other Central Asian republics, 
some of which say they might lend bases 
to America—which would be invaluable in 
the event of a big war in Afghanistan. 

But Russia’s own record against terro- 
rism is mixed, to say the least. In detective 
prowess, it scores poorly. The authorities 
blamed Chechens for the bombs in Mos- 
cow and elsewhere in 1999 that cost 300 
lives and provoked the latest war there. But 
the subsequent investigation was remark- 
ably sloppy; the closed trial of the alleged 
bombers now under way in Stavropol, in 
the south, raises many doubts. 


Russia’s real experience of interna- 
tional terrorism was gained more dubi- 
ously. Until its final years, after all, the So- 
viet Union gave violent “anti-imperialists” 
a hand. Only this week, for instance, a for- 
mer senior KGB officer, Anzor Jaiani, now 
the security chief of Ajaria, a seamy, semi- 
independent bit of Georgia that enjoys 
close ties to Russia, reminisced about play- 
ing football with Carlos (full name, Ilyich 
Sanchez), a notorious Soviet-trained terro- 
rist now Serving a life sentence in France. 

In the 1990s Russia flirted with terro- 
rism as a way of unsettling uppity bits of 
the former empire. Igor Giorgadze, an ex- 
KGB man wanted in connection with the 
attempted assassination in 1995 of Geor- 
gia’s president, Edward Shevardnadze, es- 
caped on a Russian military aircraft to 
Moscow. Russia brushes off Georgian ex- 
tradition requests, pleading ignorance of 
his whereabouts—although journalists 
have no trouble finding him. 

As for Russia’s ability to deal with re- 
bellion and terror in Chechnya, its record is 
dismal. Despite frequent assertions of im- 
minent victory, the war still looks unwin- 
nable. This week it boiled up again as the 
rebels killed several dozen Russian sol- 
diers, including a clutch of top brass, and 
raided the two main cities, Grozny and Gu- 
dermes. All the main rebel commanders 
remain at large, including the Jordanian- 
born Khattab, one of the handful of out- 
siders on the Chechen side and reputedly a 
close friend of Osama bin Laden’s. Russian 
intelligence said this week that one of the 
suicide attackers in America was a veteran 
of the Chechen war. 

Moreover, Russia remains an enthusi- 
astic friend and arms supplier to several 
countries that sponsor terrorism, such as 
Libya, Iran and Iraq. This has already 
prompted American sanctions against 
specific Russian companies and institu- 
tions. America says there is a “100% over- 
lap” between stopping the proliferation of 
advanced weapons and fighting interna- 
tional terrorism. If Mr Putin truly wants to 
help beat terrorism, he will have to give up 
some lucrative deals and old friendships. 
Russia does look set to pay at least lip- 
service to a common anti-terrorist front, 
but if American retaliation goes awry, it 
may become more sceptical. 

The most immediate issue for Russia’s 
leaders remains Chechnya. Attempts to 
portray the war there as a simple struggle 
between a European democracy and a few 
gangs of Islamic fanatics and terrorist 
gangsters have fallen flat. Now their 
queasy western audience may be keener 
to listen. 

This week Russia sent a tough dip- 
lomatic note to Georgia demanding the ex- 
tradition of the “hundreds” of Chechen 
fighters supposedly sheltering there, as 
well as the closure of a Chechen informa- 
tion centre in the capital, Tbilisi. “It is time 





A Russian prays for America 


for Georgia to join the united front of civi- 
lised states to remove the threat of interna- 
tional terrorism,” it said. If the Americans 
go along, it will be quite a shift. Georgia 
has so far been one of the former Soviet re- 
publics they have been trying to nudge 
away from Russia and towards the West. 

Also nervously watching this sudden 
Russian love-in with the West are the Baltic 
countries. Russia strongly opposes their 
bid to join NATO. With a real war to fight, 
and a new need to be polite to Russia, the 
alliance’s appetite for expansion may be 
dulled. The Russians, in sum, may have a 
good chance to score points with the 
Americans while strengthening their own 
position along their old fringe, especially 
in the lands to their south. m 





France and the United States 


Good for the 
(French) president 


PARIS 
France is more solid than usual behind 
America—to President Chirac’s benefit 


66 COLIDARITY” is the official buzzword 
in France too. The country so often at 
odds with America will be “totally suppor- 
tive”, says President Jacques Chirac, who 
on September 18th became the first Euro- 
pean leader to meet President George Bush 
in the aftermath of the carnage in New 
York and Washington just a week earlier. 
The word is undoubtedly sincere. Opinion 
polls say that the French overwhelmingly 
favour participation in any American mili- 
tary retaliation. Might that change? 
France’s foreign minister, Hubert Vé- 
drine, has openly worried that a badly 
conceived American reaction would lead 
to “the monstrous trap”, planned by the 


terrorists, to pit the West against Islam in a »» 
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> “clash of civilisations”. In his talks in the 
White House, Mr Chirac tried hard to 
avoid the verbal bellicosity of his host. 
“Pm not sure”, said the French president, 
“that one should use the word ‘war’. What 
is certain is that we have a conflict of anew 
nature.” Indeed so. But in the end Mr Chir- 
ac politely gave way: “I don’t want to have 
a semantic quarrel. This is a war that must 
be waged on all fronts.” He had “not the 
least reticence” over America’s plans. 

That, of course, is more easily said 
while those plans are still unclear. It is one 
thing to offer “heartfelt solidarity”, quite 
another to offer French troops on an over- 
seas mission or to expose the French at 
home to an increased risk of terrorism. 
French ministers and officials point out 
that, although Article 5 of the NATO treaty, 
invoked for the first time ever in response 
to the terrorist attacks, states that an attack 
on one memberis an attack on all, national 
governments still retain the right to decide 
how they should respond. 

Does this add up to solidarity-breaking 
squeamishness from a country that has 
long had uneasy relations not just with 
America but with NATO? The French say 
not, arguing that Mr Chirac, whose trip to 
America was originally meant to be for a 
now-cancelled Unicef summit in New 
York, was simply the first to impress on Mr 
Bush, face to face, the reservations already 
made by telephone by several European 
leaders, including Britain’s instinctively 
pro-American Tony Blair. 

In the same breath, and despite Mr 
Bush’s unfortunate use of the word “cru- 
sade”, they note approvingly that the ad- 
ministration is so far proceeding with great 
care. Indeed, a former French intelligence 
chief noted the increased role of the war- 
hardened Colin Powell, a secretary of state 
who the French feel has hitherto had too 
little influence on the president. Add the 
American-encouraged ceasefire between 


Israelis and Palestinians, and French of- 


ficialdom is somewhat reassured. 

But not entirely. Out of France’s 60m 
people, up to 5m are Muslim, four-fifths of 
them of North African origin. Hardly sur- 
prisingly, they include a few willing to 
commit acts of terror on behalf of Alge- 
ria’s fundamentalists or Palestinian ex- 
tremists or, it seems, Osama bin Laden. 
One of the suspects being heldin America, 
Zacarias Moussaoui, is a French citizen of 
Algerian parentage. In July France jailed 
another alleged accomplice of Mr bin 
Laden, an Algerian called Mohamed Ben- 
sakhria. And for almost six years France 
has been trying to get Britain to extradite 
an Algerian called Rachid Ramda, accused 
of an attack on a Paris Métro station. 

No wonder, the day after the terrorist 
attacks on America, that France beefed up 
its Vigipirate programme, an anti-terro- 
rism measure first used in 1986 and later re- 
activated during the Gulf war in 1991 and, 


in 1995, during the Algerian civil war. This 
accounts for the increased—and conspicu- 
ous—presence in their bullet-proof jackets 
of well-armed police, gendarmes and sol- 
diers around public buildings, airports 
and railway stations. 

Meanwhile, as an American politician 
once putit, all politicsis local. In the French 
context this means that America’s trage- 
dies have come as a godsend to the centre- 
right Mr Chirac in his campaign to be re- 
elected president next May. Suddenly, no 
one is talking about all the scandals swirl- 
ing around the president (the supreme 
court is due to rule early next month on his 
immunity from questioning). Instead, he is 
being convincingly “presidential”. By con- 
trast, his presumed opponent in the elec- 
tion, Lionel Jospin, the Socialist prime 
minister with whom the voters have 
forced Mr Chirac to “cohabit” for the past 
four years, is—according to the reported 
words of Mr Chirac—“number two. He re- 
spects what I tell him to do.” m 





Hamburg’s election 


Day of judgment 


HAMBURG 
A draconian judge turned politician is 
stirring up Hamburg 


AMBURG is an elegant, prosperous 
metropolis with a reputation for 
openness and tolerance. In a recent study 
that rated German cities’ quality of life, it 
came top. Its mayor, Ortwin Runde, is pop- 
ular. Yet the Social Democrats, who have 
ruled the city-state for 44 years, may be 
ousted by its voters on September 23rd. 
The reason is Ronald Barnabas Schill, a 
judge. A dangerous xenophobic dema- 





Judge Merciless for interior minister? 


gogue, say some; an overdue champion of 
law and order, say others. Few people had 
heard of him until he set up his own party 
barely a year ago, but “Judge Merciless”, as 
he is known for his draconian sentences, is 
fast becoming a household name. He 
wants to castrate sex offenders, administer 
emetics to suspected drug dealers, lock up 
juvenile delinquents and expel foreigners 
convicted of serious crime. Pollsters say he 
stands to grab 14% of the vote in the city 
with Germany's highest crime rate. 

Mr Schill says that foreigners, a fifth of 
its 1.7m people, account for over 70% of its 
young offenders, 70% of its drug-dealers, 
50% of its murderers, 40% of all criminals— 
and get a third of the city’s welfare. Three 
of the apparent hijackers in last week’s ter- 
rorist attacks in America had been stu- 
dents in the city. They had chosen the right 
place to prepare for their crimes, Mr Schill 
comments caustically. Put him in power, 
and crime would be halved in 100 days. 

Wherever Judge Merciless goes, people 
flock to hear him. His mainly lower-mid- 
dle-class, middle-aged audience listens 
with rapt attention. This upright, good- 
looking, earnest man in his early 40s 
knows what he’s talking about: he’s a 
judge! In horror at his tales of laxity, the lis- 
teners mutter their approval of his 
hang-em-and-flog-em proposals and cry 
out in disgust at the billions of public D- 
marks—their p-marks—that are spent pam- 
pering criminals and foreigners. 

In any event, Mr Schill could soon be 
Hamburg’s interior minister. He has al- 
ready formed an alliance with the opposi- 
tion Christian Democrats, and they are re- 
ported to have offered him the job if they 
win office. The election is still wide open, 
with the Christian Democrats and Mr 
Schill’s party neck-and-neck with the rul- 
ing coalition of Social Democrats and 
Greens. This could leave the Free Demo- 
crats, Germany’s liberal party, holding the 
balance of power, though the latest polls 
suggest they may not be able to muster the 
minimum 5% required to get them into the 
city-state’s parliament. Even if they do, itis 
not clear which way they will jump. 

National politics is also involved. The 
liberals say that Hamburg needs a change, 
but do not want to jeopardise their dream 
of a coalition with Chancellor Gerhard 
Schréder’s Social Democrats after next 
year’s general election. Meanwhile, some 
Christian Democrats, desperate to recover 
their national standing, are ready to flirt 
with xenophobia, disguised as concern for 
“national identity”. On this theme, Roland 
Koch won the premiership of Hesse in 
1999 and has suggested that his party 
should adopt it for its next general-election 
campaign. Angela Merkel, the Christian 
Democrats’ national leader, welcomes the 
idea; others remain dubious. The outcome 
of Hamburg’s election may help them to 
make up their minds. # 
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Charlemagne Recep Tayyip Erdogan 


Turkey's latest Islamic leader is the country’s most popular politician 





A THE West ponders its response to terrorism, the importance 
of Turkey, the sole Muslim country in NATO and Israel's 
only regional ally, is plain. Yet the country’s rocky economy and 
mucky politics are alarming. Opinion pollsters reckon that, if a 
general election were held today, Turkey’s main new Islamist 
party would easily win, and its leader, Recep Tayyip Erdogan, a 
popular but somewhat questionable former mayor of Istanbul, 
would have a fair chance of becoming prime minister. What 
might that do for regional stability in so combustible a part of 
the world—where Turkey, for all its manifold faults and fissures, 
has long been a beacon of comparative calm and sanity? 

For one thing, a general election is not due until 2004, and 
the ruling three-party coalition, embracing both the moderate 
and secular left and the ultra-nationalist right, seems secure for 
the moment. For another, Mr Erdogan is at pains to reassure peo- 
ple at home and abroad that he has changed his mind about 
many matters. He was quick, for instance, to condemn the ter- 
rorist outrages in America last week. And he no longer says that 
Turkey should leave NATO. 

All the same, Turkey’s generals, who still pull strings behind 
the scenes, are keen to keep Mr Erdogan out of power. But the 
economy is still in a mess, and the ranks of the discontented 
swell by the day. If the authorities were seen to persecute Mr Er- 
dogan, his support might grow. It is certainly conceivable, so 
long as the generals and judges hold off, that he and his new Jus- 
tice and Development party, better known by its initials ax, 
could be running Turkey in the not-too-distant future. 

Born 47 years ago into a poor family that migrated to Istanbul 
from a province on the Black Sea coast, Mr Erdogan got his street 
education as a teenager peddling lemonade and simits (sesame 
buns) in one of Istanbul’s roughest districts. After attending an 
Islamic school for would-be imams, he played football profes- 
sionally for a team sponsored by the city’s transport authority, 
while taking a degree in management at Istanbul’s Marmara 
University. It was then that he fell in with Necmettin Erbakan, 
who dominated Turkey’s Islamic movement from the 1960s un- 
til losing control over a big chunk of it—to Mr Erdogan—this year. 

The new man’s first brush with Turkey’s soldiers came after 
their coup of 1980, their third in the space of 20 years, when his 
boss in the transport authority, a retired colonel, told him to 


shave off his moustache. Mr Erdogan refused—and went into 
business and politics instead. His star in Welfare, as the Islam- 
ists’ party was known in the 1980s and most of the 1990s, rose 
fast. In 1994 he was elected mayor of Istanbul, Turkey's grandest 
city, on the fulcrum between Europe and Asia. 

Even his fiercest critics acknowledge that he did the job well. 
He improved the water supply, cleared slums, tackled pollution 
and planted thousands of trees. Though the state prosecutor is 
sniffing into allegations of foul play to do with municipal ten- 
ders, most people reckon Mr Erdogan was pretty honest—in con- 
trast to many of his critics within government. 

As mayor, he also subscribed to many of the tenets of politi- 
cal Islam. He banned alcohol in restaurants run by the munici- 
pality. At first he inveighed against the UN as well as NATO, 
calling them both lackeys of the United States. He opposed Tur- 
key’s ambition to join the European Union. He was loth to con- 
demn intolerance in neighbouring Iran, while claiming that 
Muslims in the West were not allowed to practise their religion 
freely. In a video recorded in 1995 but recently shown on Turkish 
television, he angrily declared, “You cannot be secular and a 
Muslim at the same time. The world’s 1.5 billion Muslims are 
waiting for the Turkish people to rise up. We will rise. With Al- 
lah’s permission, the rebellion will start.” 

Today he sings a new tune. “The world has changed and so 
have I,” he says. His new party, he insists, “has no demands for a 
religion-based state...Our party is not an Islamic one and I am 
not an Islamist—I'm just an observant Muslim and that’s my 
own business.” Joining the Eu is now, he says, a “necessary 
goal” for Turkey, which should even maintain “mutually profit- 
able” relations with Israel. He even sounds unfussed about 
whether women should be allowed to wear the Islamic head- 
scarf in government offices and schools. At present, they are not. 


Believe him or not 

The generals, along with many secular-minded Turks, are un- 
convinced. However much Mr Erdogan stresses his new-found 
moderation, his party is heir to the Islamist parties of the past. 
He still knows little of the outside world, nothing about eco- 
nomics, and no foreign language. Some fear he might change his 
tune once again if he got his hands on the levers of power. 

In 1998 the Constitutional Court banned the Welfare party, 
the AK’s forebear, on the shaky ground that it sought to impose 
religious rule. Shortly after, Mr Erdogan was kicked out of the 
mayor's office, banned from politics for life and sentenced to ten 
months in jail, four of which he served, for reciting a nationalist 
poem deemed to urge religious rebellion. This year the Virtue 
party, which replaced Welfare, was banned too. Now Mr Erdo- 
gan has persuaded 51 ps from the banned party to join his AK, 
which means “white” in Turkish, declaring that the new group, 
already the second-largest opposition party in parliament, 
should embrace “all Turks, on right or left, devout or not”. The 
chief prosecutor, still gunning for Mr Erdogan, says he should be 
ousted as the Ax’s leader because of his previous conviction. 

Turkey's Islamists are a mild lot compared with some of their 
fearsome counterparts elsewhere. Their occasional calls for jihad 
(in the sense of holy war) have never gone beyond rhetorical 
bluster—and have landed quite a few of them in jail. These days 
Mr Erdogan sounds milder too. But if things continue to go 
wrong in a secular-minded Turkey, who knows what the future 
may hold? m 


—————————— 


Britain 


Reactions 





We’re with you, sort of 


Support for the United States is diluted by fear and anti-Americanism 


Bo people, say the opinion polls, 
are solid in their support for America. 
Two-thirds approve of the idea of military 
strikes in retaliation for the attacks, and 
half are willing to see Britain involved in 
military action alongside America. British 
politicians, too, are maintaining a pretty 
united front. The day after the bombings, 
Tony Blair said that “We stand shoulder to 
shoulder with our American friends in 
this hour of tragedy and we, like them, will 
not rest until this evil is driven from our 
world.” Iain Duncan Smith, the new Con- 
servative leader, even suggested a tempo- 
rary cessation of hostilities with the gov- 
ernment while the crisis was on. 

Yet opinion in Britain is more ambiva- 
lent than this suggests. There is much sym- 
pathy for America, but there is also fear 
among many, and hostility among a few. 

The special relationship, which has 
been a source of comfort and security for 
Britain for most of the past century, is also 
a source of fear. Britain’s role is to moder- 
ate between America and the rest of the 
world. Many Britons are afraid that Amer- 
ica may do something dangerous, and that 
Britain will necessarily be implicated. The 
City of London is no less a symbol of 
global capitalism than Manhattan. It’s got 
big towers, too. 

Hostility to America is confined to two 
groups. A few Muslims have come out in 
support of Osama bin Laden, including an 
obscure organisation called al-Muhaji- 
roun, which claims that a body called the 


Shariah Court of the ux has issued a fatwa 
against the Pakistani leader, General Per- 
vez Musharraf, calling for his murder. 

Leaders of other Muslim bodies have 
condemned this group as extremist and 
without influence. Their determination to 
distance themselves from its views is 
sharpened by a series of attacks on Mus- 
lims over the past week. An Afghan taxi- 
driver has been left paralysed; a Muslim 
girl was beaten with a metal baseball bat; 
many have reported harassment. After a 
summer of riots between mobs of Muslim 
and white youths, relations between the 
two communities were already uncom- 
fortable in some parts of the country. Mus- 
lims fear they are getting worse. 

The other source of anti-Americanism 
is the left. Not that most politicians are ex- 
pressing such views openly. Only Clare 
Short, the overseas development minister, 
has voiced any dissent. She said, on the 
question of whether the attacks consti- 
tuted war, “I don't think strident language 
is helpful, but I think it’s understandable, 
and what's really important is that we 
don’t get strident action.” To the prime 
minister's office, this sounded too much 
like opposition to a retaliatory strike, and 
Ms Short received a coded rebuke. 

With politicians mostly muzzled, the 
left’s anti-Americanism has found public 
expression in the media. The New States- 
man, once the bible of the intellectual left, 
ran a leader which dispensed with even a 
cursory expression of regret before getting 
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on with the business of fingering the guilty 
party. It bade the reader look at the pic- 
tures of Americans running from the col- 
lapsing buildings “and then ask yourself 
how often in the past... you have seen peo- 
ple running in terror from American fire- 
power. American bond traders, you may 
say, are as innocent and as undeserving of 
terror as Vietnamese or Iraqi peasants. 
Well, yes and no.” The Americans were 
guiltier than the Vietnamese or Iraqis, the 
magazine explained, because they had 
failed to elect Al Gore or Ralph Nader. 

On the BBC’s “Question Time”, in 
which a panel of serious people discuss 
the week’s events, Yasmin Alibhai-Brown, 
an Ismaili writer, spoke of “certain coun- 
tries [who] strut around thinking they're 
better than everybody else”. Heckling by 
members of the studio audience left Philip 
Lader, the former American ambassador, 
visibly upset. Greg Dyke, the BBC’s direc- 
tor-general, later apologised. 

Many of the sources of this anti-Ameri- 
canism are familiar—envy of the rich and 
powerful, dislike of unbridled capitalism, 
fear of the corrupting influence of Ameri- 
can films and hamburgers, that sort of 
thing—but British history gives it a particu- 
lar local spin. 

The British left’s attitude to the rest of 
the world was formed by the painful busi- 
ness of giving up global power. High- 
handed Conservative policies—especially 
the decision in 1956 to invade Egypt after 
General Nasser nationalised the Suez Ca- 
nal—drove many middle-class young peo- 
ple into the Labour Party. They have been 
apologising ever since for Britain’s behav- 
iour as a colonial power. 

Britain, in their view, has learned from 
its humiliation, while America behaves 
with the same arrogance as Britain once 
did. Because America is powerful, it has 
got away with it. Now it will get away with 
itno longer. So there. m 
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The <a 
The Bank joins in 


Interest rates are down to their lowest 
level for a generation 


FTER the half-point reduction in inter- 
est rates by the American and Euro- 
pean central banks, a quarter-point was 
the least the Bank of England could offer to 
rally markets and business in the wake of 
the terrorist attacks on America. Even so, 
the cut to 4.75% brought interest rates 
down to their lowest level since 1964. 

After a special meeting of its monetary 
policy committee, the Bank said it had cut 
rates because falls in stockmarkets around 
the world and the likely impact on confi- 
dence pointed to a weaker outlook for 
global activity. The statement reflected the 
fact that the London stockmarket declined 
less than other bourses in the week after 
the terrorist attacks on America. Whereas 
the Dow Jones index fell by 7% when the 
New York stock exchange re-opened on 
Monday, the FTSE 100 closed only 3% 
down over the week from September 10th. 
Markets in Germany and France fell con- 
siderably more. 

The main concern for the Bank is that 
investor nerves reflect broader worries on 
the part both of businessmen and of con- 
sumers. One reason why equities flour- 
ished in the 1990s was that the end of the 
cold war and the success of the Gulf war in 
1991 made the world seem a safer place. 
Now that it seems much more dangerous, 
the natural reaction is to batten down the 
hatches. Companies put investment plans 
on hold; consumers postpone big-ticket 
purchases. 

As this is replicated in countless deci- 
sions around the world, so Britain will feel 
the downdraught. When the Bank decided 
to keep interest rates on hold in early Sep- 
tember, it was expecting the American 
economy to pick up speed in the second 
half of the year. Now an American reces- 
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sion seems inevitable, which will lead to 
lower demand for imports. That in turn 
will hurt British exporters already suffer- 
ing from the world slowdown. Forecasters 
are revising down their predictions for 
growth in Britain. For example, the Centre 
for Economics and Business Research has 
lowered its forecast for 2002 from an al- 
ready pessimistic 2.2% to 1.5%, because of 
slower world growth and poorer prospects 
for domestic investment. 

If the outlook has thus become gloom- 
ier, why has the Bank cut rates by only a 
quarter-point rather than the half-point re- 
duction made by other central banks? One 
constraint was that the latest figures for in- 
flation show a sharp increase from 2.2% to 
2.6% a year, taking it above the govern- 
ment’s 2.5% target for the first time since 
early 1999. 

However, inflation lags the economic 
cycle. The Bank sets interest rates to steer 
inflation in 18-24 months’ time towards the 
2.5% target. Inflation responds to the 
strength of overall demand in relation to 
capacity and will fall as lower growth 
opens up slack in the economy. The main 
reason for the Bank’s cautious response is 
that it expects Britain to ride the storm 
somewhat better than other big econo- 
mies. That in turn is partly because the 
government is fortuitously delivering a 
well-timed fiscal stimulus through its 
spending spree on the public services. m 


Northern Ireland 


The America effect 


BELFAST 
Horror in Manhattan may have helped 
shift the IRA 


HEN on September 19th the IRA 

made a gesture to keep the faltering 
peace process going, nobody thought the 
movement had spontaneously converted 
to compromise. The impetus, it is generally 
believed, came from America—from the 
administration’s fury at the discovery of 
contacts between the IRA and Colombian 
guerrillas, and from the anticipated revul- 
sion against terrorism of all types in the 
country that had been 1ra’s richest and 
most dependable backer. 

Until the rRA’s statement, the news was 
all bad. One of the architects of the peace 
process, John Hume, announced earlier 
this week that he was stepping down as 
leader of the moderate nationalist SDLP. 
And no progress on decommissioning IRA 
weapons meant that this weekend, John 
Reid, the Northern Ireland secretary, was 
due to suspend the devolved Assembly. 

The timetable goes back to the resigna- 
tion in July of David Trimble, leader of the 










Hume the peacemaker goes 


Ulster Unionists, as First Minister of the 
Assembly. Mr Trimble refuses to return to 
work until the ira makes significant 
moves towards decommissioning its 
weapons. Temporary suspension is possi- 
ble; but, with no progress on peace, there 
seemed no point in dragging the thing on. 
The Assembly was therefore expected to 
be suspended indefinitely; but the IRA’s 
statement changes expectations. 

Pressure on the IRA from America was 
likely after the recent arrest in Colombia of 
three republicans, one a convicted IRA 
bomber, involved with FARC guerrillas. 
The Colombian military has since claimed 
that up to a dozen republicans had visited 
the FARC-controlled territory in the past 
year. Last week, President Bush’s envoy to 
Northern Ireland, Richard Haass, said 
there would be “consequences” unless 
contacts between FARC and the IRA 
stopped immediately. The suggestion was 
that Sinn Fein would lose the visas and 
permits to raise funds which the Clinton 
administration had granted it. 

Now the attacks on America have 
made things still worse for the IRA. Many 
British commentators have remarked on 
the irony of Tony Blair declaring war on 
terrorism, whilst negotiating with Sinn 
Fein. The IRA, after all, has murdered hun- 
dreds of civilians though it has generally 
given warnings before setting off bombs. 

The 1rRA’s statement offers nothing con- 
crete. All it has said is that it is ready to en- 
ter into more detailed discussions with 
General John de Chastelain, head of the in- 
ternational body set up to oversee the de- 
commissioning of weapons. This is famil- 
iar ground. Six weeks ago, General de 
Chastelain announced that the rra had 
agreed to put its weapons beyond use; 
unionists said the offer was too vague; it 
was withdrawn. 

But the IRA's move is at least a move. As 
a result, the government is unlikely to sus- 
pend the Assembly indefinitely. It will 
probably use the legal fiddle it used six 
weeks ago and suspend it for a further six 
weeks. Not progress, exactly, but better 
than the reverse. m 
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New Labour, new 
chairman 
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The BBC is getting too close to 
government for comfort 


HE appointment of Gavyn Davies as 

chairman of the BBC might seem to 
herald a shake-up at the corporation. As 
chief international economist at Goldman 
Sachs, Mr Davies received a £100m 
($160m) windfall when the investment 
bank was floated in 1999. Surely he is just 
the man to prepare the BBC for a more 
commercial future once its current charter, 
and thus its right to collect a licence-fee 
from television-owners, runs out in 2006? 

Not at all. Mr Davies, who has been the 
corporation’s deputy-chairman since Jan- 
uary this year, is a zealous advocate of 
public-service broadcasting. He believes 
passionately that a state-owned and pub- 
licly-financed institution knows better 
than the market how to make decent pro- 
grammes. He is convinced that the exis- 
tence of the BBC, with its 24,000 employ- 
ees and 23,000 hours of Tv broadcasting 
each year, lifts the standard of all British 
programming. And his definition of public 
service is broad: he regards the BBC as an 
instrument of public policy, whose job is 
to bridge the “information divide” be- 
tween the haves and have-nots. 

What is more, because of the compul- 
sory licence fee, Mr Davies considers it the 
BBC’s obligation to reach out to those 
viewers whom the corporation feels it is 
“losing”, like young people. That is why a 
committee he chaired two years ago 
backed an increase in the licence fee to fi- 
nance the BBC’s expansion of its digital 
channels. The government does not en- 
tirely share his conviction that the BBC can 
be everything to everybody. Last week, 





Davies, the BBC's defender 


at Ne 7 “esa i 
YA TAr- A adas å C 
(D > ~ ` 


FT. p= fe oe 

pA ae e , ay a we, 
Cys ge ie SATTI iat he 
- v T £ i 


i 
ob R? Sin a 


Tessa Jowell, the media minister, turned 
down the BBC’s application to run a 
“youth” channel, while approving others 
for “intellectuals” and children. The gov- 
ernment evidently felt that the market was 
delivering quite enough of whatever it 
was that “youth” wanted. 

Mr Davies's ardent defence of public- 
service broadcasting should perhaps 
come as no surprise. His left-of-centre 
roots run deep. In the 1970s, he worked in 
Downing Street for two Labour prime 
ministers. He is close to Tony Blair. His 
wife, Sue Nye, runs the office of the chan- 
cellor, Gordon Brown. Hence the outrage 
in Tory circles this week at the installation 
of yet another of “Tony’s cronies” in a top 
public-sector job. Greg Dyke, the BBc’s di- 
rector-general, is also a Labour man. 

If the BBC and its supporters are 
pleased that the corporation will have 
such a cosy relationship with government, 
they are wrong to be. The BBC is valued for 
its high-minded neutrality. At times of cri- 
sis, that is especially important—and espe- 
cially vulnerable. m 


The Tory shadow cabinet 


Lurch to the right 


The new Tory leader’s shadow cabinet 
will not solve his problems 


AIN DUNCAN SMITH, the Conserva- 

tives’ new leader, has already made his 
mark on the party by assembling a 
shadow cabinet more right-wing and 
Eurosceptic than Margaret Thatcher ever 
did. Lady Thatcher and her successors, 
John Major and William Hague, were at 
pains to balance the party’s differing fac- 
tions. Mr Duncan Smith, by contrast, has 
surrounded himself with people who 
agree with him. 

To be fair, he had little room for 
manoeuvre. First, the bruising three- 
month leadership contest had left him 
with a number of political debts to be set- 
tled. That explains the appointments of 
David Davis as party chairman, Bernard 
Jenkin as defence spokesman and Michael 
Ancram as shadow foreign secretary. Sec- 
ond, two of the Tories’ biggest figures, Ken 
Clarke and Michael Portillo, whom he had 
beaten in the leadership contest, indicated 
that they were not prepared to serve under 
him. So too did many of their supporters 
who had served in the last Conservative 
shadow cabinet—notably Francis Maude, 
Archie Norman, Andrew Lansley and Ann 
Widdecombe. 

That left Mr Duncan Smith with only 
the odd bone to throw to his opponents. 
The only Europhilesin the shadow cabinet 
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are Damien Green (education), Jacqui Lait 
(Scotland) and Quentin Davis (Northern 
Ireland). But even given the difficulties, 
some of Mr Duncan Smith's appoint- 
ments look bizarre. In his memoirs, John 
Major accurately described William Cash, 
the new shadow attorney general, as “ob- 
sessive, driven and, on Europe, frankly a 
bore”. 

The most interesting omission is John 
Redwood. When he made his leadership 
bid after the last election, his campaign 
manager was Mr Duncan Smith. But all he 
was offered in a 15-minute meeting last 
week was shadowing the Department of 
Trade and Industry. Mr Redwood turned 
this down on the grounds that this was a 
job he had already done once. 

Mr Redwood would anyway have 
found it difficult to work with Michael 
Howard, the surprise choice as shadow 
chancellor. The friction between the two 
goes back to the traumatic event that 
helped destroy Mr Major's government, 
Britain’s forced departure from the Euro- 
pean exchange-rate mechanism (ERM) in 
September 1992. Mr Redwood opposed 
the ERM. Mr Howard defended it to the 
last. 

Mr Howard is a curious choice. Al- 
though a formidable debater who will 
give Gordon Brown, the chancellor, a hard 
time as the economy turns from boom to 
bust, he has limited public appeal and 
brings back memories of a period that the 
Tories now prefer to forget. 

The lone liberal is Oliver Letwin, 
shadow home secretary. Originally a sup- 
porter of Mr Portillo’s, he will press for 
more modern attitudes to sensitive issues 
such as homosexuality and decriminalisa- 
tion of cannabis. “There won't be a big 
shift in policies overnight but it’s intended 
to achieve a significant change in tone in 
the way we discuss these matters,” says a 
Tory insider. 

On Europe, however, the message is 
uncompromising. Some Tory Europhiles 
are now certain to leave politics. Others are 
looking for new political homes. Two Tory 
MPS, Alan Howarth and Shaun Wood- 
ward, defected to the Labour Party in the 
last Parliament. This time the Liberal Dem- 
ocrats may benefit. Steven Norris, a left- 
winger who has been sacked as deputy 
chairman of the party, says he may leave if 
Mr Duncan Smith pushes the party further 
to the right. “He is on probation,” accord- 
ing to Mr Norris. A backbencher’s verdict 
that the “lunatics are now in charge of the 
asylum” is a sign of a wider discontent. 

Presumably Mr Duncan Smith hopes 
that by appointing a shadow cabinet more 
united than its predecessors, he will avoid 
the public infighting of recent years. But 
his lurch to the right is unlikely to heal divi- 
sions within the party, let alone appeal to 
the millions of voters who have deserted 
the Conservatives over the past decade. @ 





Bagehot His finest hours 


Tony Blair makes a good war leader. It is one of his weaknesses 
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HERE is a famous grey photograph of Winston Churchill that 

has come to exemplify what is required of a war leader. He 
surveys the rubble of wartime London; grim, bowler-hatted, 
lonely in command. The image hovers obscurely in the imagina- 
tion of every British prime minister. It was surely in Tony Blair’s 
on his way to Ground Zero in New York, a city whose mayor 
had already invoked the spirit of the London blitz. 

Mr Blair could be trusted, at the scene of the mass murder, to 
strike the right tone. At lesser moments, such as Britain’s griev- 
ing for Princess Diana, he has shown a rare ability to soak in and 
sum up the popular mood. He is grave, not grandiloquent. He is 
often sincerely moved. This emotional fluency is a wonderful 
gift in politics, especially at times of war. And this, he insists, 
really is war. With hundreds of Britons among the thousands of 
dead, “whatever the technical or legal issues about the declara- 
tion of war, the fact is that we are at war with terrorism.” 

That seems reasonable. And if Britain really is “at war”, it is 
worth noting the other qualities that might make Mr Blair a 
good wartime prime minister. He is, for a start, courageous. Dur- 
ing the Kosovo war in 1999, Mr Blair became so convinced of the 
justice of the cause and the need to prepare for a ground attack 
on Slobodan Milosevic that he had a flaming row with the over- 
cautious Bill Clinton, thus putting at risk a friendship that had 
been of huge benefit in domestic politics, Northern Ireland and 
international affairs. Courage is good in a war leader. 

So is feeling comfortable in the company of military men. 
One unnamed cabinet minister, quoted in a new book about 
New Labour, could not believe how fond of his generals the 
prime minister became during Kosovo. “It happens to all of 
them, I suppose, but with Tony it was very quick. He loves the 
way they work.” They probably like him back, since he has 
proved that he is not afraid to use military power. He committed 
British troops to a tricky peacekeeping mission in Sierra Leone, 
authorised an audacious rescue by special forces when some of 
them were captured, and—alone among European leaders—kept 
British aircraft in action with America against Iraq. 

A sense of the righteousness of the cause, and the ability to 
convey it, are useful in war. Here, too, Mr Blair scores. For all his 
talk about a “third way”, Mr Blair’s personal philosophy 
searches out moral certainty. In an interview before Britain’s re- 





cent general election, he said that he was tending towards “natu- 
ral law”, which had interested him at university, and away from 
utilitarianism. The greatest good for the greatest number was all 
very well, he mused, but at some point politicians had to make 
clear moral judgments about good and bad. 

In short, Mr Blair has obvious aptitude as a war leader. Less 
obviously, he faces strong temptations to behave as one. 


War is hell 

War turns prime ministers into statesmen. “Bulldog Blair rallies 
the World”, cried a headline in the Sun, in a preposterous infla- 
tion of Britain's role. (Downing Street hints that Mr Blair is pri- 
vately restraining Mr Bush, just as Margaret Thatcher, after the 
1990 invasion of Kuwait, spurred Mr Bush’s father on.) War also 
turns domestic opponents into irrelevancies. The twin towers 
were struck just as Mr Blair was due to address a grumpy meet- 
ing of trade unionists. Instead of having to defend his plans to 
extend the role of private firms in public services, he begged for- 
giveness and sped off with God speed for his tryst with destiny. 

The attacks also eclipsed the election of Iain Duncan Smith 
as leader of the Conservative opposition. This poor man, quite 
upstaged, offered to put normal politics on hold, but was 
spurned. The Tories had been arguing that they were America’s 
true friends and that Mr Blair’s Labour government had under- 
mined the NATO alliance by helping to create a separate Euro- 
pean army and sounding lukewarm about American plans for 
missile defence. Now it is Mr Blair who pores over war plans 
with Mr Bush. Being a war leader even helps Mr Blair in his per- 
petual, enervating, rivalry with Gordon Brown. War is one of 
the few spheres in which the prime minister can make the big 
decisions without having to consult, mollify, take account of, 
appease and generally defer to his ubiquitous chancellor of the 
exchequer. During such crises, the prudent Mr Brown has a 
habit of keeping his head down, lest he be implicated in some 
failure damaging to his presumed succession. 

Plainly, a Britain “at war” would benefit from cool and deci- 
sive leadership. As one of America’s special friends, Britain 
might be a future target. But the truth is that even Britain, with 
one of the world’s most efficient armies, and a prime minister 
happy to use it, will be a junior partner in an American-led 
show. Life at home will continue much as before. In that case, a 
prime minister who had come to think of himself as a war 
leader might quickly become insufferable. Indeed, are not Mr 
Blair’s putative strengths as a war leader simply the obverse of 
his known defects as a peace leader? 

Courage is a virtue in war or peace. But the search for moral 
certainty can look foolish and intolerant in a prime minister 
whose chief “crusade” is to improve the public services. Mr Blair 
fell into just this trap when he once defined his foes as “forces of 
conservatism” that stretched all the way from the killers of Mar- 
tin Luther King, through the Conservative Party, to teachers and 
nurses stuck in their ways. In war, it is useful to admire the work 
of generals. In peace, Mr Blair’s desire to run the government as 
a command system—uncomplicated by the participation of cabi- 
net, Parliament or party—have earned him his reputation as a 
control freak. Mr Blair is a passionate man with many qualities. 
Leading a global alliance of good against evil might strike him as 
a worthier challenge than running Britain, what with its tedious 
political conferences at seaside resorts, and its carping about 
trains. But that is still his job. = 
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World airlines 


Uncharted airspace 










Many of the world’s airlines are flying blind and broke into their biggest-ever crisis 


66r T7 HERE was total panic in the airline 

industry at the highest level last 
week,” says one industry source. No won- 
der: no industry has ever faced such a sud- 
den crisis, or such an uncertain outlook. 
Since all American flights were grounded 
after the disaster of September 11th, the 
airlines have bled about $650m. The im- 
mense losses are continuing, because the 
airlines are now flying, but half-empty. 
When flights resumed this week, bookings 
were about 70% down in America. To save 
themselves, the airlines are frantically cut- 
ting jobs: on September 19th, United and 
American Airlines each announced cuts of 
20,000 jobs. 

On September 18th the industry held 
talks with the administration about a 
package of cash, loan guarantees and tax 
cuts, worth a total of $24 billion. As The 
Economist went to press, the airlines were 
being offered $5 billion in cash, $3 billion to 
pay for extra security and an agreement by 
the government to take on their huge po- 
tential legal liability. However, requests 
for loan guarantees of more than $11 bil- 
lion were on hold, and it was still unclear 
whether some airlines would be filing for 
bankruptcy within days. 

Airlines cannot cope with a sharp fall in 
revenues: they are capital-intensive and 
need to maintain a network, which means 
high fixed costs. Aircraft cost up to $200m 


each and an airline must fill three-quarters 
of its seats to make any money: even a fall 
of five percentage points in traffic can 
wreck operating economics. So a short- 
term fall of more than two-thirds is crip- 
pling, even if itis reversed later in the year. 

However, even before the terrorist at- 
tacks, travel was falling. America’s airlines 
were forecasting losses approaching $3 bil- 
lion this year (the death toll of passengers 
would have been far higher had the four 
aircraft not been half-empty). Now the 
loss figure is expected to top $5 billion. For 
losses worldwide, IATA, the airlines’ trade 
association, hazarded a figure of $10 bil- 
lion. But this implies that the non-Ameri- 
can half of air travel will be as badly af- 
fected as the American, and that will not 
be the case: Europe will be hurt, but East 
Asia may suffer less. 


Bleak future 

Because nobody can predict how long an 
anti-terrorist war will last, nobody can 
predict the airlines’ future. But one possi- 
ble parallel may be the freeze on expan- 
sion of the nuclear-power industry that 
followed the Three Mile Island accident in 
1979. Then, the public lost confidence and 
regulators demanded billions of dollars of 
extra safety requirements. The immediate 
danger facing America’s airlines, though, 
is not of excessive regulation but of simply 
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running out of cash. 

An alternative precedent may be the 
1991 Gulf war, when air travel fell by 25% 
across the Atlantic, by 55% to the Middle 
East from Europe, by 12% inside Europe 
and by 4% inside America. If this is the 
right comparison, it is slightly more com- 
forting: the airlines bounced back in 1992 
(see chart). Nevertheless, the world’s big 
carriers lost as much as $15 billion be- 
tween 1990 and 1993, as a result of the war 
and the recession. And the recession that 
has been engulfing American airlines 
since the late spring was already going to 
be worse than it was then. 

American airlines are not alone. Air- 
lines in Canada, Mexico and Europe are 
also suffering. Air Canada has asked for 
government aid, and Aeromexico says it is 
laying people off. The European carriers 
met the European Union's transport com- 
missioner on Thursday to plead for aid. 
Analysts at Schroder Salomon Smith Bar- 
ney in London are forecasting net losses 
for European carriers of €775m ($713m), 
compared with a previous forecast of net 
profits of €645m, with further falls next 


Last time, a bounce back 
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> year. All European airlines, except possibly 
the low-fare carriers such as easyJet, Rya- 
nair and Go, are exposed because they 
have even higher debt burdens than most 
American airlines. 

The most dangerously exposed Europe- 
ans are British Airways and Virgin Atlantic, 
which rely heavily on transatlantic profits. 
However, they are responding by cutting 
jobs, and not just routes: BA announced 
job cuts of 5,200 on top of an earlier 1,800. 
Last year, BA made about £470m ($695m) 
of profit flying the Atlantic, offsetting 
losses of some £170m in Europe. Virgin At- 
lantic, which has announced 1,200 job 
losses and grounded five aircraft, says it 
may lose as much as £200m. Other air- 
lines, such as KLM and Lufthansa, have 
also warned of losses or profit falls. Eu- 
rope’s two financially weakest big airlines 
are Swissair and Sabena, and this crisis 
could push either or both over the edge. 

America’s flight patterns are based 
around regional hubs, into which passen- 
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gers are shipped to change aircraft and fly 
on to final destinations. This intense sys- 
tem will be put under great pressure by the 
need for extra security measures. Keith 
McMullan of Aviation Economics, a con- 
sultancy based in London, thinks that the 
effect will be to increase the already fast- 
growing trend towards direct flights, such 
as those operated by Southwest Airlines. 

Bob Crandall, a former chairman of 
American Airlines, concedes that the hub- 
and-spoke system that he invented will 
have to adapt. He thinks that slower check- 
ins and transfer times will prevent the air- 
lines from operating big waves of flights at 
peak times, because passengers will not be 
able to connect quickly enough. So he fore- 
sees a move towards larger aircraft and re- 
duced frequencies. But the inherently su- 
perior economics of a hub-and-spoke 
network (you need fewer aircraft) will 
probably still prevail. 

Nevertheless, the tight security mea- 
sures will mean that turnaround times of 


Will filmgoers lose their taste for carnage? 


Aa used to enjoy films with 
uge explosions and collapsing 
buildings. But now that television has 
brought them such scenes not as special 
effects but as news, the entertainment 
industry is fretting about what they will 
want to watch in future. 

The immediate impact on Holly- 
wood of the terrorist attacks on New 
York and Washington was the cancella- 
tion and postponement of several pro- 
jects that were already under way. The 
most expensive cut was “Collateral 
Damage”, in which Arnold Schwarz- 
enegger plays a fireman whose family is 
killed by a terrorist bomb. Warner 
Brothers, the studio behind it, had al- 
ready spent $20m on advertising its re- 
lease on October 5th, on top of a 
production budget of $100m. Now it 
may never be shown. 

A television series about bio-terro- 
rism in New York that was announced in 
the daily Variety, a trade paper, on the 
very morning of the attacks is also now 
unlikely to go ahead. Films such as “Men 
in Black 2” are being tinkered with to re- 
move scenes featuring the World Trade 
Centre. Similar quick adjustments have 
had to be made at the Tv networks, 
which pulled several bloody thrillers 
from their weekend schedules. 

Deciding what should replace the 
mayhem of expensive action films will 
be harder than coming up with these re- 
flex actions. Politicians have berated the 





standards and morals of the entertain- 
ment industry for years, to little avail. 
What shapes the business are audiences, 
and Hollywood is wondering whether 
they will now start demanding escapist 
comedy and patriotic heroism of the sort 
that the studios served up in the second 
world war. 

One clue may come from rentals of 
films on videotape and pvp, which rose 
in the days after the attack as people 
sought comfort in the safety of their 
homes. Video shops around Los Angeles 
reported that family films, such as Dis- 
ney cartoons, were much in demand. 
Other choices were more startling. Be- 
sides a run on documentaries about 
Nostradamus, a medieval mystic, there 
was a spike in demand for thrillers in- 
volving terrorists. Mr Schwarzenegger 
may yet fight back. 


45 minutes will be unattainable. So air- 
lines will get fewer flights out of each jet 
per day. This will raise their unit costs—as 
will extra security measures, such as prop- 
erly trained and paid screening staff. 

A more clear-cut consequence could be 
consolidation in America and Europe. The 
industry was in a swirl of restructuring 
when disaster struck. United Airlines’ pro- 
posed takeover of struggling us Airways, 
blocked by regulators, had left its target ex- 
posed. Northwest Airlines and Continen- 
tal were also threatened by the national 
dominance that American Airlines ac- 
quired once it had swallowed Twa this 
spring, and were widely rumoured to be 
considering merging. 

With the industry in distress, regulators 
seem sure to be more tolerant of mergers 
than in the past. United was forbidden to 
buy us Airways on competition grounds. 
That prohibition may now be waived. In 
Europe the pressures on Swissair, Sabena, 
KLM and BA could lead to renewed efforts 
by these four to form new combinations. It 
is even possible that regulations limiting 
foreign stakes to 49% will be loosened, es- 
pecially as the Eu is seeking to take over 
the powers of member countries in inter- 
national aviation negotiations. The crisis 
could also speed approval of the virtual 
mergers of transatlantic flights sought by 
BA and American Airlines and by Delta Air 
Lines and Air France. 

The buffeting that the airlines are get- 
ting will be passed on to Boeing and Air- 
bus, the two makers of big jets. Boeing has 
already announced job losses of up to 
30,000 over the next 12 months, as falling 
orders cause output to fall from more than 
500 aircraft this year to just over 400 next 
year and 350 in 2003. The job cuts amount 
to almost one-third of the company’s 
workforce making civil jets, and more 
could be on the way. Airbus should cut 
fewer jobs, but its hopes of ramping up 
production from 311 aircraft last year to 450 
in 2003 will be dashed. Its super-large 
A380, launched last year, will almost cer- 
tainly not now get the 100 orders expected 
by the end of the year. Lufthansa’s deci- 
sion to postpone its A380 orders was a sign 
of things to come. Airbus’s parent com- 
pany, EADS, which relies on its civil jets for 
nearly all its profits, said on Thursday that 
it was sticking to its profit targets. 

One day, no doubt, air travel will return 
to its previous growth path, in both Amer- 
ica and elsewhere. But long before that, the 
colours on the jet tails may have changed 
and some familiar names may have disap- 
peared. It might have been better had the 
administration urged the airlines to go into 
chapter 11 bankruptcy before helping 
them out of the abyss. After all, although 
terrorism (assisted, sadly, by poor security 
screening) will account for half their losses 
this year, the other half would have hap- 
pened anyway. @ 
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Business and terrorism 


Taking stock 


Can it ever again be business as usual? 


S BUSINESSES around the world assess 
the impact of last week’s terrorist at- 
tacks on America, they are dividing the is- 
sues into long-term strategic ones and 
short-term practical ones. In the short 
term, the main problems concern the 
movement of goods and of people. With 
security tightened at ports, airports and 
land borders, industrial goods are taking 
longer to reach their destinations. Trucks 
on the border between Canada and Amer- 
ica have had to wait up to 20 hours for a 
crossing that normally takes minutes. 

Managers and executives are moving 
less too. General Motors and Toyota 
banned all international travel by their 
staff for a while, once their people had got 
home from the Frankfurt Motor Show, 
which was taking place as the terrorists at- 
tacked. America’s car industry will suffer 
anyway. The big Detroit manufacturers 
rely on a network of suppliers that 
stretches into the Canadian province of 
Ontario. DaimlerChrysler, Ford and Gen- 
eral Motors were all forced to stop produc- 
tion until parts could be expedited through 
the border congestion. At an unprece- 
dented meeting in Detroit on September 
19th, industry leaders met trade unionists 
and a pair of cabinet members to rebuild 
confidence in the industry. All were con- 
cerned to keep open lines of credit and to 
avoid undermining consumer confidence 
by large-scale plant closures. Many an- 
alysts nevertheless say that further clo- 
sures are inevitable. 

For most other industries, shortage of 
inventory is not a problem. At present, 
American inventory levels are close to a re- 
cord high. In the telecoms and computer 
businesses, in particular, firms have had 
excess stock for some time. Cisco Systems, 
the most spectacular example of over- 
stocking, had to write down its inventory 
by $2.25 billion at the end of last year. In- 
deed, any bunching of semiconductor de- 
liveries at west-coast ports might not be all 
that unwelcome. 

Over the past ten years or so, compa- 
nies have come to depend more and more 
on just-in-time (JIT) delivery of industrial 
inputs. Inventory arrives on the factory 
floor only as and when it is needed. Any 
perception of an increase in risk tilts the 
balance away from jrr and in favour of JIC, 
the “just-in-case” strategy of holding in- 
ventory against the risk of an unexpected 
disturbance in the supply chain. This bal- 
ance has been tilted further by sharp falls 





Just-not-in-time 


in interest rates, which have cut the cost of 
holding inventory by more or less half, 
and thus reduced the need for JIT systems. 

The big gainers from all this have been 
the freight companies and air-cargo busi- 
nesses, such as Federal Express and UPS. 
And they are likely to continue to thrive 
once the short-term shock is over. Freight is 
less sensitive to terrorism than passenger 
travel. Even if American freight carriers 
were to copy El Al, Israel’s airline, and hold 
goods for a day for security checks, it 
would not greatly erode the advantages of 
air freight over other means of transport. 

Meanwhile, executives confined to 
their offices are taking to audio- and video- 
conferencing. Demand was up by 50% at 
some suppliers, and shares in Polycom, the 
biggest company in the business, shot up 
by 33% when American stockmarkets re- 
opened on September 17th. But video- 
conferencing is not a new technology. Ex- 
ecutives have cold-shouldered it in the 
past because they did not want to give up 
the pleasures of travel and the value of 
face-to-face meetings. 

They are more likely to resort to land- 
based transport for journeys of up to 500 
miles, and to make sure that “key-man” in- 
surance policies are in place for the rest. 
Since the attack, Executive Jet, a company 
that offers part-ownership of private jets, 
has been deluged with calls. Companies 
seem likely to make more use of corporate 
jets in future, so that their top people are 
not exposed to the risk of travelling with 
unknown fellow passengers. Other secu- 
rity practices introduced into multination- 
als’ offices abroad—for example, electronic 
tagging of people and packages—are now 
likely to be exported to America. 

Vince Tobkin, a San Francisco-based di- 
rector of Bain & Co, a consultancy, says 


that the attack will also make companies 
think more carefully about duplication. 
Morgan Stanley was able to open for busi- 
ness this week because it had a duplicate 
back-up data centre located outside Man- 
hattan. Many high-tech firms learnt a simi- 
lar lesson when the 1995 Kobe earthquake 
in Japan wiped out some crucial suppliers 
to the semiconductor industry. They now 
have “dual sourcing”, two plants that can 
supply them with components in case one 
should go down. Mr Tobkin says also that 
many more companies will want to make 
sure that they have duplicated ways of 
connecting to the Internet. 

Much of this is tinkering at the edges, or 
nudging along something that was taking 
place anyway. Nobody yet thinks that the 
terrorist attacks will have any deep and 
lasting effect on how America does busi- 
ness. An inevitable increase in freight costs 
is not going to wipe out the benefits of 
manufacturing in low-cost countries 
abroad. The semiconductor industry is not 
about to retrench to California. Even air 
travel will revive one day. 

What might happen, however, is that 
the globalisation of American multina- 
tionals will be conducted more at arm's 
length. McDonald’s is everywhere, but 
mostly in the hands of local franchisees. 
Attacking McDonald's in faraway places is 
an attack on America in name only. Like- 
wise, more manufacturing is being out- 
sourced by multinationals to specialist 
equipment makers. Whether they are in 
Indonesia or Bangladesh, they are (and 
look like) local companies. Only R&D, mar- 
keting and other high-value-added ser- 
vices remain in American hands. E 


Water industry 


Unquenched thirst 


Germany’s RWE swallows America’s 
largest listed water company 


FFLUENZA has long been a common 
affliction of European utilities. Al- 
though their core energy businesses gener- 
ate cash in abundance, they offer few 
opportunities to invest. So, time and again, 
the utilities have diversified into loosely re- 
lated activities, claiming to have discov- 
ered money-making synergies—only to di- 
vest again, disappointed, a few years later. 
RWE, Germany’s second-largest utility, 
thinks that it has found a cure for this old 
ailment: transforming itself into an inter- 
national multi-utility, supplying electric- 
ity, gas and water. The concept sounds 
tempting. In any one place, suppliers of 
these services are likely to have much the 
same customers. So combining the busi- »» 
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nesses should save money in customer 
services, billing and payment collection. 
This week, RWE announced the latest 
stage of its metamorphosis: an agreed $4.6 
billion bid (together with the acquisition 
of $3 billion of debt) for American Water 
Works, the largest listed water provider in 
the United States. 

The problem is that Rwe’s businesses 
are all in different places. In America, it 
will become the country’s largest water 
supplier, but American law will not let it 
buy regulated gas and electricity compa- 
nies. In Britain, where it bought Thames 
Water last year, water is also likely to re- 
main its sole offering. At home in Ger- 
many, RWE'’s strength is in energy. Its pres- 
ence in the water industry, which is spread 
among almost 7,000 mostly municipal 
companies, is tiny: it has minority stakes in 
19 municipal operators. It started to look 
abroad precisely because domestic oppor- 
tunities were so limited. 

With hardly any operational synergies, 
RWE's water ventures look suspiciously 
like diversification by another name. 
Granted, it is sloughing off its non-utility 
interests. Its telecoms and chemicals busi- 
nesses have been sold, and it will probably 
dispose of its stakes in Hochtief, a con- 
struction company, and Heidelberger 
Druckmaschinen, a printing-machine 
manufacturer, in the next few years. None- 
theless, the stockmarket still treats it as a 
conglomerate, valuing the company at 
30% below the sum of its parts. 

Worse is the worry that rRwe is fritter- 
ing away the cash from its disposals on ex- 
pensive foreign acquisitions. Some were 
kind enough to say that the 46% premium 
it paid for Thames Water was “strategic”; 
others thought that it was simply too big. 
Now it has offered 37% over the market 
price for American Water Works’ shares. 

Could this yet be money well spent? If 
so, the returns are more likely to come from 
developing countries than from fancy syn- 
ergies between utilities in the rich world. 
In poor countries, demand for clean water 
is increasing rapidly, just as industrialisa- 
tion is threatening supplies. The World 
Bank has estimated that annual invest- 
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ment might have to double to $180 billion 
to keep pace with demand. Meanwhile, 
governments are relying more and more 
on private companies to finance and build 
water infrastructure, in return for profit- 
able long-term licences to run local 
monopolies. Industrial companies are 
increasingly outsourcing their water and 
sewage management to meet rising envi- 
ronmental standards. 

With its strong balance sheet and 
American Water Works’ well established 
brand name, RWEshould bein a better po- 
sition to take on the world’s two biggest 
water companies, France’s Vivendi Envi- 
ronnement and Ondeo, the international 
water subsidiary of Suez, in the battle for 
infrastructure contracts. Whether it will 
succeed in becoming a true multi-utility, 
though, is still open to doubt. And if it fails? 
Don’t be surprised if it stops counting wa- 
ter as a core activity—and eventually sells 
what it has spent so much to buy. m 


The Internet 


Taxman.biz 


SAN FRANCISCO 
Will the Internet’s address system be 
used to collect taxes? 


HAS been business as usual in recent 
weeks for the Internet Corporation for 
Assigned Names and Numbers (ICANN), 
the body that oversees the network’s ad- 
dress system: squabbling and controversy. 
Netizens complained that cybersquatters 
have already scooped up many of the best 
names ending in “info”, a new Internet 
domain which will go live on September 
22nd, and the first of seven new suffixes 
that are supposed to alleviate the scarcity 
of online addresses. Nor has the introduc- 
tion of “.biz”, the second new suffix, due 
on October 1st, been any smoother. Neu- 
Level, its operator, is having to defend it- 
self in court against charges thatits pre-reg- 
istration process amounts to an illegal 
lottery. 

To make matters worse, there were 
heated debates at a recent ICANN meeting 
in Montevideo, Uruguay, about how to 
conduct future elections to the organisa- 
tion’s board. “There are limits to the 
amount of rubbish I can take,” Carl Bildt, a 
former Swedish prime minister who is 
chairman of the relevant ICANN member- 
ship committee, was reportedly heard say- 
ing—a remark aimed at critics of the com- 
mittee’s proposal that only holders of 
domain names should be allowed to vote. 
In ICANN’S first and only election so far, in 
October 2000, anyone with a valid e-mail 
address could vote. 

Some more interesting news from 


i Yet another slowdown 





Number of new domain registrations 

(.com.net.org only), m 
6 
5 
4 
3 
2 
1 
0 

2000 2001 
Source: VeriSign 


Montevideo, however, received much less 
attention. The Governmental Advisory 
Committee (GAC), a group of government 
representatives who convene behind 
closed doors during the quarterly ICANN 
meetings, had been talking quietly about 
the Internet's domain-name system and 
taxation. Speculation promptly broke out 
that governments are seriously consider- 
ing what has so far been only corridor talk: 
the use of the Internet's infrastructure to 
collect taxes. 

The reality is rather less earth-shatter- 
ing. The GAc members heard a presenta- 
tion by an OEcD fiscal expert on how 
“Whois”, an online service that allows us- 
ers to find out who owns an Internet ad- 
dress, can be made more reliable, so that 
tax authorities can use it to gather informa- 
tion on e-commerce sites. Because an esti- 
mated 15% of e-commerce sites in the 
Whois database cannot be traced to a regis- 
tered business or person, the OECD would 
like ICANN to get domain-name registrars 
to validate the information provided by 
their customers. 

Yet the underlying question remains: 
could the underpinnings of the Internet, 
and in particular the rp addresses that 
identify computers on the web, also be 
used to collect sales taxes? Technical ex- 
perts cringe at the idea. And indeed, the ex- 
isting structure of the Internet hardly lends 
itself to equitable taxation. Only around 
90% of users can be pinpointed. It is easy to 
avoid being tracked by using services that 
hide ıp addresses, such as Anony- 
mizer.com. 

Yet this could change as technology 
evolves. Privacy advocates worry, for in- 
stance, that ENUM, a project to link the do- 
main-name system with telephone num- 
bers, will make all individual users ident- 
ifiable. In the long run it should be easier to 
collect taxes in cyberspace than itis offline, 
at least in theory. Electronic transactions 
always leave a data trail—unless they use 
anonymous digital cash, which has so far 
failed to gain popularity. The OECD is al- 
ready looking into how other data, such as 
the customer databases of online stores, 
could be used for tax purposes. m 





Back, if not bullish 


NEW YORK 





That America’s stockmarkets reopened relatively unscathed is more important 


than where they then headed 


STOCKMARKET rally would certainly 

have lifted spirits battered by terrorist 
attack. A staged rally, on the other hand, 
would have sent entirely the wrong signal. 
So when New York’s stockmarkets re- 
opened on September 17th—after missing 
four trading days, the longest break since 
1933—what better way for Wall Street to 
show the world that it is truly back to nor- 
mal? Share prices fell steeply, in an un- 
sentimental response to an event that was 
clearly bad news from an economic per- 
spective, as well as from all others. 

The reopening was an emotional affair, 
with speeches about the survival of cap- 
italism, minutes of mournful silence, and 
members of the emergency services ring- 
ing the opening bell. Those fierce rivals, the 
Nasdaq market and the New York Stock Ex- 
change, ceased their ancient hostilities, 
though perhaps not for ever. The efforts to 
ready Wall Street's shattered electronic sys- 
tems to cope with record trading volumes 
were impressive indeed (see next story). 

Ahead of the reopening, “Bullish on 
America” became the rallying cry of anew 
breed of investor, dubbed the “patriotic 
buyer”. E-mails circulated urging people to 
“surprise our enemies by showing our 
confidence in America and...by buying 
shares of your favourite stock or mutual 
fund.” Some prominent individual inves- 


tors promised to do just that; others prom- 
ised to deploy for the cause money that 
they managed for third parties. Carl 
McCall, New York state’s comptroller, 
pledged to invest $1 billion of the state’s 
pension fund in equities during the week. 

Many companies said they would buy 
back their own shares to support prices. 
(Whether they actually did this is unclear: 
announcements of share repurchases are 
famously non-binding.) Rumours circu- 
lated that a gentlemen's agreement bound 
Wall Street’s investment banks not to take 
advantage of one another, and that the 
shorting of shares would be discouraged. 
Hedge funds, in particular, would face 
moral—or worse—strictures from the in- 
vestment banks against pushing the mar- 
ket down. 

In keeping with the mood, shortly be- 
fore the markets reopened the Federal Re- 
serve cut short-term interest rates by half a 
percentage point. It was a move clearly 
timed to prop up share prices—though, 
equally clearly, it was also a response to 
the weakness of the American and world 
economies. This is the eighth Fed cut this 
year, and the federal-funds rate, at 3%, is 
now at its lowest since 1994. 

In the ensuing hours and days, other 
central banks around the world followed, 
including the European Central Bank 


> 2 
vo 


FEL po ta = ger TO -m S 
6 Tk Pa Tyres >) Pe y eee hy ° Srey j i 
The Economist September 22nc 





5001 
2001 


— _— 


Also in this section 
62 Wall Street’s running repairs 
64 The insurance bill 
64 Cantor Fitzgerald 
65 Emerging-economy jitters 
66 Japanese banks’ woes 
66 Prospects for a new trade round 


67 Economics focus: the cost of 
catastrophes 


(which cut by half a point), the Bank of 
England (by a quarter-point) and the Bank 
of Japan (by rather less, but then short- 
term rates in Japan are close to zero any- 
way). Prices of fed-funds futures suggest 
that investors expect American interest 
rates to fall quickly to 2.5%, and to remain 
at that level until the middle of next year. 
Immediately before the attacks, the futures 
markets were predicting a quarter-point 
cut, to 3.25%, with rates then starting to rise 
next year as an economic recovery gath- 
ered pace. 

What to everybody but the central 
bankers themselves looked like a co-ordi- 
nated round of cuts seems to have partly 
reassured investors, who had feared that 
the Fed would be alone in reducing rates. 
The reassurance seems to have stabilised, 
for now, the level of the dollar against 
other major currencies. In the days follow- 
ing the attack, the dollar fell by little more 
than 2% in trade-weighted terms—rather 
less than analysts had expected. 

Share prices, on the other hand, fell » 


i Heard round the world 
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62 Finance and economics 


> steeply—-though seemingly in rational 
ways. There was little evidence of panic 
selling; individual investors appear to 
have been particularly stoical. Reports dif- 
fer about the fate of the banks’ gentlemen’s 
agreement—but if it survived the first day, 
it did not last the second. As for leaning on 
hedge funds, there are now so many (and 
most are so small) that, as Jeffrey Tarrant, a 
longtime investor in hedge funds, puts it, 
“it is not clear how you could orchestrate 
them if you wanted to, or how to enforce a 
pactif one was made.” Equally, funds now 
follow so many different investment strat- 
egies that it is unlikely they could ever act 
in concert as the main force driving down 
share prices. 

All the same, the blue-chip Dow Jones 
Industrial Average did suffer what arith- 
metically challenged pundits called its big- 
gest single-day loss on September 17th— 
dropping by 684.8 points, to 8,920.7. In per- 
centage terms, a 7% fall was modest as 
historically bad days go. Still, it took the 
Dow to more than 20% below its peak in 
January 2000, making this officially a bear 
market, the last of the main American 
share indices to achieve that distinction. 
On September 18th, the Dow continued its 
slide, as did most big markets overseas (see 
chart on previous page). 

On average, greater uncertainty about 
the outlook for the economy ought to in- 
crease the riskiness of shares. So one might 
expect the result to be lower prices across 
the board. Individual share movements, 
too, have plausibly reflected the likely los- 
ers, and occasional winners, from the ter- 
rorist attacks. Airline and insurance com- 
panies fell sharply; defence shares and 
some New York property-investment 
trusts rose. As the political debate raged to 
and fro about how much taxpayer money 
to shower on shareholders (of airlines, no- 
tably), prices moved accordingly. 

Where will the market go from here? 
Even after this week's tumble, the price/ 
earnings (p/e) ratio of most American 
shares still looks high, since the outlook for 
profits has deteriorated faster than share 
prices have fallen. Since the attacks, many 
firms have issued warnings that their pro- 
fits will suffer. Much will depend on 
whether investors decide collectively that 
now is the moment to bring share prices 
back to historically typical p/es. 

Perhaps they will decide not to. The 
psychology of investors seems still to be 
more bullish than tumbling share prices 
this week at first suggest. They appear still 
to regard equity investment as broadly a 
good thing, even if they think that last 
week’s disasters point to lower share val- 
ues. Developments in the “war” against 
terrorism could change this—or, if all goes 
well, reinforce it. No doubt, there will be 
rallies and declines. That, after all, is what 
business as usual in the markets is like. It is 
good to have them back. m 
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The markets rewired 


NEW YORK 


The battle to resurrect Wall Street is being fought underground 


ORRIFIC as the attack on the World 

Trade Centre was, the devastation to 
financial markets came, with hindsight, 
not from the terrible loss of life in lower 
Manhattan, nor from the destruction of 
property. Markets seized up when the vast 
sheath of wires that lie beneath the finan- 
cial district cracked, and when telephone 
lines—millions of them—went dead. 

There was no financial panic. When 
markets suddenly shut on September 11th, 
the companies that were hardest hit were 
those rolling over commercial paper, the 
kind of short-term loans granted to the 
most solvent borrowers. The credit crunch 
that could have emerged was pre-empted 
by the Federal Reserve, which provided al- 
most $100 billion in liquidity, by giving 
commercial banks direct access to funds 
through its discount window, and helping 
security firms through repurchase opera- 


tions. Ona subtler level, regulators encour- 


aged commercial banks to lend: they were 
tolerant, for instance, about rules such as 
the strict maintenance of capital ratios. As 
a result, money has been abundant and 
cheap for most of the past week. 

There was one crucial shortage, how- 
ever: linkages among firms. Lower Man- 
hattan, it has become clear after Septem- 
ber 11th, may be the world’s largest single 
electronic marketplace. 


Downstairs looked much the same 


Proximity still plays a big part in the 
way finance operates. Mergers are negoti- 
ated, investment ideas pitched, and em- 
ployment auctioned—all through face-to- 
face meetings. Transactions are another 
matter. In the days when banks’ vaults 
were full of bearer bonds and stock certifi- 
cates transferred by “runners” after trades 
were done, trading firms had good reason 
to cluster together. Within just a few blocks 
of the New York Stock Exchange are the 
headquarters of Merrill Lynch, Lehman 
Brothers, the Bank of New York (a large 
custodian bank) and the flagship branch of 
the Federal Reserve. 

Yet proximity is today of little or no 
help in implementing trades. Indeed, 
when the lines went down, all suffered. 
Bank of New York was hit particularly 
hard. It struggled to make payments, signal 
fund transfers, and clear and settle securi- 
ties, because its main processing centre 
and its main back-up were both near the 
collapsed towers. The bank succeeded. On 
the whole, contingency plans on Wall 
Street, including firms’ much-vaunted “di- 
saster recovery centres”, proved ade- 
quate—but only barely so. 

Within a day, thousands of employees 
at each of these firms had been found new 
offices. Lehman Brothers took 665 rooms 


in a mid-town hotel owned by a client. »» 
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The insurance bill 


phone system to boost capacity in its New 
Jersey facilities. The New York Fed also 
moved its market operations to New Jer- 
sey. Mid-town firms lent office space to 
friends or clients. Big banks met daily, 
agreeing to extend the hours for dollar- 
based payment systems. Even away from- 
Wall Street, computerised operations 
slowed to 70% of their usual speed, be- 
cause of capacity constraints. This delayed 
reconciliations—though, remarkably, regu- 
lators say that all clearing got done. 

The company that emerged as the most 
important link in the financial system was 
Verizon, the phone utility that covers 
America’s north-eastern seaboard. Al- 
though the company lost five staff in the 
New York attack (and one more in the Pen- 
tagon), for whom it desperately searched, 
Verizon set about rebuilding one of the 
largest telecoms networks in the world— 
and did it swiftly, even in the middle of a 
disaster zone. 

The task only got harder when a build- 
ing across from the two giant towers, 
Seven World Trade, collapsed into 140 
West Street, the phone company’s old 
headquarters that contained a huge 
switching facility, with 3.5m data circuits 
and 200,000 voice customers. The build- 
ing still stands, in part, because one brave 
person stayed behind to shut down its gas 
supply and other mechanical operations. 

As this was going on, call volumes 
spiked, at moments to ten times average 
levels. Computers with dedicated connec- 
tions to machines in the World Trade Cen- 
tre clogged lines by continually redialling. 
Each has had to be reprogrammed individ- 
ually, a task that continues. Spare genera- 
tors and cellphone relay stations, salted 
throughout the region for disasters, were 
dragged out, along with 400 cellular pay 
phones which, with the rest of Manhat- 
tan’s pay phones, were programmed to op- 
erate free of charge. Some 5,000 Verizon 
employees took part in the reconstruction. 

Hospitals and emergency centres got 
the highest priority for reconnection, but 
financial firms came second, thanks in part 
to the determination of Dick Grasso, head 
of the New York Stock Exchange. By Sep- 
tember 14th, 140 West Street was accessi- 
ble once more. On Saturday, equipment 
was coming in and cables were coming 
out—of windows if need be. By Monday, 
the New York Stock Exchange was able to 
reopen, with record volume—although get- 
ting through to many firms remained a 
challenge. Still, of the 15,000 circuits used 
directly by the exchange, more than 14,000 
were operating and more were added ev- 
ery minute; most of the 3.5m data connec- 
tions also worked. Within a week, says 
Larry Babbio, Verizon’s vice-chairman, the 
system will be “close to normal”. For per- 
haps the first time in history, New Yorkers 
were cheering the company’s vans. m 


What’s the damage? 


NEW YORK 


Promises by insurers to settle claims quickly look premature 


T size and complexity of insurance 
claims after last week’s attack on the 
World Trade Centre (wrc) break new 
ground. Estimates for the total cost to the 
insurance industry start at around $30 bil- 
lion, with Lloyd’s of London set to take the 
biggest hit. Nor are the liabilities easily un- 
tangled. The attack affected financial 
firms—some turning over billions of dol- 
lars daily—for several days. Thousands of 
workers who survived will seek com- 
pensation for lost wages and for physical 
and psychological damage. 

European and American insurance 


Cantor Fitzgerald 


Carrying on 


Never has a firm lost so many staff 


HEN the Treasury-bond market re- 

opened just two days after the at- 
tacks, both Cantor Fitzgerald and eSpeed 
were up and running. It is hard to exag- 
gerate the courage that this involved. The 
two sister firms had their main offices 
above the 100th floor of One World 
Trade Centre. Nobody who was at work 
survived. Some 700 out of 1,000 New 
York staff are feared to be dead. 

The firms resumed business through 
operations in London and a back office 
in New Jersey. Surviving employees re- 
turned to work, partly to keep the firm 
alive and so help the families of those 
who died, and partly because it was too 
painful to stay at home. 

Cantor was founded in 1945 by Ber- 
nie Cantor, once a hot-dog vendor at 
Yankee Stadium who went on to own 
the world’s largest collection of Rodin 
sculptures. The firm became the leading 
“inter-dealer broker” in the government- 
bond market, acting as middleman in 
bond trades between big securities 
firms. Much of the government-bond 
market is relatively illiquid, so a middle- 
man is needed to bring together buyers 
and sellers. In 1972 Cantor started to sell 
its bond data. That grew into the Telerate 
system now on every trading desk. 

At its peak, Cantor’s bond-trading 
floor, full of shouting brokers, was one 
of the wonders of the financial world. 
Recently, electronic systems have taken 
over. Cantor had a 90% share in the mar- 


firms said they were willing to settle 
claims quickly, and some even started to 
announce estimated losses the day after 
the attack. Life-insurance claims are rela- 
tively easy to assess. Over 5,000 people are 
dead or missing. They may have had cor- 
porate life insurance, key-man insurance 
(for executives vital to their firm), private 
life insurance, or all three. Corporate life in- 
surance is usually two or three times the 
annual salary. Key men are insured for 
$1m-5m, but this policy is more common 
for small firms, not those on Wall Street. 
Private life-insurance policies are individ- 





ket for American Treasury bonds. In 1998 
the firm launched the Cantor Financial 
Futures Exchange to take on the tradi- 
tional floor trading at the Chicago Board 
of Trade. That year Cantor transacted 
over $45 trillion in trading volume, in 
more than 40 marketplaces, with reve- 
nues of more than $500m. In 1999 Can- 
tor launched eSpeed, to allow electronic 
trading of financial instruments. The 
venture went public later the same year, 
with more promise than most business- 
to-business exchanges. 

Among the victims were Doug 
Gardner and Fred Varacchi, who led the 
development of eSpeed. Their loss will 
add to the horrendous challenge facing 
Howard Lutnick, the chairman of both 
firms, who lost his brother and himself 
escaped death only because he had 
been taking his son to kindergarten. 
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> ually different, but Moody's Investors Ser- 
vice estimates the overall cost for life insur- 
ers at $2 billion-5 billion. 

Non-life insurance firms will face 
higher claims. The two WTC towers were 
insured for $3.2 billion, the airlines whose 
aircraft crashed into them were insured for 
$1.75 billion per event, and there will be 
smaller property and casualty claims. Esti- 
mates for workers’ compensation and 
business interruption are the big un- 
knowns. Almost all workers in New York 
are entitled to workers’ compensation. It 
covers medical expenses and about two- 
thirds of a worker’s weekly wage (tax-free) 
for as long as he is unable to work. Cover- 
age of business interruption usually 
comes with property insurance. 

Most claims will settle in the next few 
months, but many will not close for years, 
or even decades, says Robert Hartwig at 
the Insurance Information Institute. And, 
this being America, there will be lawsuits. 
Although the Association of Trial Lawyers 
of America, a group of personal-injury 
lawyers, called for an indefinite morato- 
rium on civil suits related to the attack, its 
members are unlikely to turn away poten- 
tial clients for long. 

Lee Kreindler, an aviation lawyer, has 
already been hired by five families. Mr 
Kreindler won $500m for families of pas- 
sengers in the Boeing 747, owned by Pan 
Am, that was destroyed by a bomb over 
Lockerbie, Scotland, in 1988. But at Locker- 
bie only Pan Am andits security contractor 
were held to blame by civil courts. This 
time, lawyers suggest, awards could reach 
billions of dollars, for there is a long list of 
candidates besides the airlines, which 
may be sued for $1 billion per hijacked jet- 
and perhaps more, if families of those 
killed on the ground join. 

The other candidates include airport 
security firms, whose employees let 
armed terrorists slip through, and Boeing, 
which built the planes. Lawyers may also 
try to pin blame on the Silverstein consor- 
tium (which leased the wTc), the Port Au- 
thority of New York & New Jersey (which 
owned it), or even the towers’ architects 
and builders. Other possible targets in- 
clude the Federal Aviation Administration, 
which trains air-traffic controllers, and the 
Massachusetts Port Authority, which over- 
sees Boston’s airport, where the two 
groups of hijackers boarded. 

Once the first shock is over, insurers 
may try to duck claims, arguing that they 
do not cover acts of war. Aetna Casualty & 
Surety initially refused to pay claims for 
the victims of Lockerbie, because the 
bombing was a “warlike” action. An ap- 
peal court, however, ruled that an act of 
war must be committed by a sovereign 
state. Yet this time the insurance firms ap- 
pear to have an ally in President Bush, who 
branded the wrc attack an act of war. 
When it comes to paying, the insurers will 





say no, says Eugene Anderson at Ander- 
son Kill & Olick, a law firm that specialises 
in suing insurance firms. 

Warren Buffett, Omaha’s best-known 
financier, has already turned the presi- 
dent’s words to advantage. He backed 
away from a tender offer for Finova Group 
on Monday, on the ground that last week's 
attack was an act of war. Berkshire Hatha- 
way, Mr Buffett’s insurance-oriented con- 
glomerate, is facing a hefty bill for the at- 
tack, perhaps some 3-5% of the eventual 
total, he says. Shelving a tender offer, how- 
ever, is one thing. Ducking insurance 
claims related to such a vast tragedy could 
really backfire on America’s favourite in- 
vestor. W 


Emerging economies 


Ill winds 


How much worse will it get? 


ITH rich countries reeling, emerging 

economies can do little but hold tight 
and hope. Their problems may vary, but 
last week’s attacks will harm all of them in 
one way or another: whether through ris- 
ing bond yields, falling exports, or more jit- 
tery visitors and investors. The saving 
grace for some might be shifting geopoli- 
tics, which could bring aid and lower debt 
burdens to America’s new allies. 

Debt worries have become starker. In- 
vestors were already demanding stiff pre- 
miums to buy emerging-market bonds. 
Those premiums have now risen again 
(see chart). Yields on Argentine govern- 
ment bonds jumped this week to more 
than 16 percentage points above those on 
American Treasuries. That puts them back 
where they were in early August, before 
the IMF stepped in with its $8 billion res- 
cue plan. The setback is rattling Argen- 
tina’s neighbours. Brazil may have joined 
it in recession in the third quarter; and 
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Mexico, already in recession, depends 
heavily on American demand. 

Since a currency board pegs Argen- 
tina’s peso to the dollar, it could yet benefit 
if the greenback continues to slide. More- 
over, none of the governments of the three 
biggest Latin American economies will 
need much new finance for the rest of the 
year. But if investors do not regain an appe- 
tite for risk by next year, Argentina could 
yet be forced to seek another bail-out, and 
Brazil could face a crunch. The IMF's boss, 
Horst Kohler, says that “It is premature to 
announce big new programmes.” 

Although high debt burdens abound in 
other regions as well, weak export de- 
mand poses an even bigger threat to many 
emerging economies—especially in Asia. 
America’s slowdown began with a steep 
drop in technology investment, which was 
already hurting Asia’s export-driven econ- 
omies. Singapore’s non-oil domestic ex- 
ports fell in August by 30% compared with 
a year earlier, the biggest drop ever. South 
Korea, Malaysia, the Philippines and Tai- 
wan have all seen demand evaporate. 
Now the region faces fewer air passengers, 
a blow to countries such as Thailand that 
rely heavily on tourist revenues. 

Along with fewer capital flows and ex- 
ports, two other factors will affect emerg- 
ing markets, although in different ways. 
One is the price of commodities, espe- 
cially oil. Always a worry in bellicose 
times, the outlook for oil prices is even 
murkier this time around. Several Gulf 
states promise to release oil reserves to pre- 
vent a supply squeeze; and slumping de- 
mand worldwide (especially for air travel, 
which accounts for around a tenth of 
America’s oil consumption) could also 
hold oil prices in check. Yet the initial spike 
in oil prices following the attacks will still 
worry many developing countries, since 
energy accounts for a bigger share of their 
cost base than it does in rich countries. 

Another issue is what attitude official 
creditors take to troubled Muslim coun- 
tries. Two to watch, besides Pakistan, are 
Indonesia and Turkey, a pair of moderate 
Muslim countries with secular govern- 
ments. On September 17th Kemal Dervis, 
Turkey’s economics minister, declared: 
“Western allies should consider the cost 
that Turkey will have to bear.” Mr Köhler 
responds tartly: “It is premature to hear 
from newspapers that Mr Dervis wants 
more money from the Fund.” 

On September 19th, Indonesia’s presi- 
dent, Megawati Sukarnoputri, was in 
Washington on a trip scheduled before the 
attacks. Although she faces pressure from 
Islamists at home, Miss Megawati offered 
support to America. That may help her 
country to reschedule debts with Paris 
Club creditors. Yet however much help 
western governments give to moderate 
Muslim countries, private investors may 
undo it as they head for the exit. m 
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Japanese banks 


Abandon hope 


TOKYO 
Their condition only gets worse 


HE attacks on America and their effect 

on financial confidence have exacer- 
bated an already grim situation at Japan’s 
commercial banks. The country’s worsen- 
ing economy means that more companies 
will go bust, adding to the banks’ huge pile 
of bad loans. Falling stockmarkets mean 
that Japan’s biggest banks are sitting on ¥5 
trillion ($42 billion) or so of paper losses 
on equity holdings. These losses must be 
subtracted from banks’ capital at the end 
of September, when books close for the 
first half of the financial year. The Bank of 
Japan’s cut in its discount rate this week 
may have been aimed as much at helping 
the banks through this period as at sup- 
porting other central banks’ easing. 

For the banks remain woefully under- 
capitalised. Officially, the big banks have 
some ¥23 trillion of “tier one”, or core, cap- 
ital. That yields capital-adequacy ratios of 
about 11%, well above the 8% that interna- 
tional rules require. Yet looks deceive. 
Banks can count ¥6 trillion of public 
money they received three years ago, but 
have promised to repay. Another ¥5 tril- 
lion is in the form of deferred taxes. Then 
comes ¥2 trillion of “profits” made from re- 
valuing property when prices were higher. 
Subtract these sums, plus the equity losses, 
and banks have only some ¥5 trillion of 
capital, giving a capital-adequacy ratio of 
just 1.4%. Should equities fall further, this 


Last straw for the Nikkei 
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number would be even smaller. 

The collapse on September 14th of My- 
cal, a supermarket chain with debts of ¥1.7 
trillion, was a fresh blow for banks. There 
had been plenty of warning signs, yet 
lenders failed to classify Mycal as “in dan- 
ger of bankruptcy”, a category that re- 
quires banks to provision against at least 
70% of their loans. Provisions for loans to 
Mycal were less than 15%. Now banks must 
write off 100%. Worst-hit are Dai-ichi Kan- 
gyo Bank (DKB), Fuji Bank and the Indus- 
trial Bank of Japan (1B), which form the 
Mizuho Financial Group. The three biggest 
lenders duly gave warning of large losses. 

Mycal’s collapse was not the start of a 
co-ordinated process of write-offs and 
structural reforms that markets had hoped 
for. It was a bail-out gone wrong. Almost to 
the end, DKs took on loans called in by 
other banks less sanguine about Mycal’s 
prospects. According to Teikoku Databank, 
DKB increased its loans to Mycal by almost 
60% in the five months to July. It then 
handed it another ¥50 billion a month be- 
fore its collapse. The bank could now face a 
lawsuit from shareholders. 

Banks are just as badly under-reserved 
for other weak, big borrowers. A fresh in- 
jection of public funds does not look far 
away. But the governmentis in a bind. The 
only funds it can use are ¥15 trillion set 
aside in the event of “systematic” risk. But 
calling on these would be an admission of 
financial crisis, something the govern- 
ment badly wants to avoid. In any case, us- 
ing public funds as it has done to date— 
with neither management nor sharehold- 
ers taking responsibility, and banks not 
being forced properly to clean up their 
books—would be just one more stop-gap 
measure, damaging the banking system 
rather than repairing it. m 


an i 


98 BAK 


F 
p 
a 


TTT 


` 


i 





‘The Economist September 22nd 2001 


Trade talks 


Looking hopeful 


WASHINGTON, DC 


A silver lining? 


MID all the gloom over the world econ- 
omy, trade policy may offer a glimmer 
of good news. To little fanfare, the World 
Trade Organisation (WTO) on September 
15th agreed on the terms of China’s entry— 
after 15 years of negotiations. A few days 
later, the terms for Taiwanese accession 
were also settled. wTo ministers need to 
rubber-stamp the package. But with luck, 
the world’s most populous country—and 
ninth-biggest exporter—really should be a 
WTO member early next year. 

There is also renewed determination to 
launch a trade round at the ministerial 
meeting in Doha, Qatar, in November. 
Trade ministers have been keen to quash 
rumours that the meeting will, like those 
of the ımF and World Bank, be cancelled. 
Robert Zoellick, America’s trade supremo, 
Pascal Lamy, his European counterpart, 
and Mike Moore, the wTo’s director-gen- 
eral, have all said that the meeting must go 


ahead. And, though there are still big dif- * 


ferences between countries over the 
agenda, the odds of agreeing on launching 
around have risen. 

There is a renewed sense of solidarity 
among trade negotiators: everybody real- 
ises that a new round would send a pow- 
erful signal that global integration will 
continue. Moreover America, in particu- 
lar, may be less rigid in some of its de- 
mands. A bone of contention between 
rich countries, particularly America, and 
many poorer ones, is the “implementa- 
tion” of commitments from the previous 
Uruguay Round. A group that includes 
Pakistan, India, Indonesia and Egypt has 
long argued that many provisions from the 
Uruguay Round must be revisited before a 
new trade round is launched. 

Now, given the strategic role that many 
of these countries play, it is hard to see the 
Americans remaining quite so rigid on im- 
plementation. As Mr Zoellick puts it: “We 
need an economic strategy that comple- 
ments our security strategy.” After Mega- 
wati Sukarnoputri’s supportive visit to 
Washington this week, America looks set 
to offer Indonesia, the world’s biggest 
Muslim country, new trade concessions. 

The atmosphere on Capitol Hill is im- 
proving too. The Senate is speeding up pas- 
sage of a free-trade agreement with Jordan. 
The administration has appealed to Con- 
gress to pass trade-promotion authority, 
which George Bush needs to complete 
trade deals. With luck, America’s lawmak- 
ers will now pay heed. m 





Economics focus The wages of war 


What does economic history teach about natural disasters and war? 


J sra about growth and invest- 
ment patterns at a time of terrible hu- 
man suffering is the sort of thing that 
gives economics its dismal name. Yet un- 
derstanding the economic effects of natu- 
ral and man-made disasters can also help 
to minimise their impact. So economists 
and investors have been scouring history 
in the wake of last week’s attacks, looking 
for lessons from previous calamities. 

Disasters destroy some of the basic el- 
ements of an economy. The loss of hu- 
man lives and capital reduces the 
quantity of goods and services produced 
and consumed. A less predictable effect 
comes through investments made to re- 
build the capital stock and, even more sig- 
nificantly, through longer-term changes 
in consumer spending—which accounts, 
in America, for two-thirds of GDP. 

In brute terms of lives and property 
lost, the terrorist attacks are somewhat 
akin to natural disasters such as floods, 
hurricanes and earthquakes. Two of the 
biggest earthquakes in recent memory 
shed some light: California’s earthquake 
in 1994, which killed 50 people and 
caused $40 billion of damage, and the 
Kobe earthquake of January 1995, which 
killed 6,500 people and cost $150 billion. 

When the Kobe earthquake struck, the 
Japanese economy had stagnated for 
three years. According to Edward Lincoln 
of the Brookings Institution in Washing- 
ton, DC, short-term concerns for the Japa- 
nese economy were calmed within a 
week, as most factories, unlike the ports 
and highways, were found to be intact. 
But soon afterwards, a terrorist nerve-gas 
attack on the Tokyo underground left 12 
dead and 5,500 ill. The attack struck fear 
into city-dwellers; consumer confidence 
fell sharply. Still, worries that the damage 
from these two incidents would drag Ja- 
pan deeper into recession turned out to 
be overdone. In fact, the economy grew 
by 1.6% in 1995—helped, admittedly, by 
some government fiscal stimulus. 

California did even better after its 
earthquake. At the time, the state was 
struggling to recover from America’s re- 
cession of 1990-91. California’s aerospace 
and defence industries had suffered 
greatly after the Soviet Union’s collapse 
and the end of the cold war. Mudslides 
and forest fires that followed the earth- 
quake appeared to be the final straw. Yet, 
surprisingly, this turned out to be the be- 
ginning of along boom. Between 1995 
and 1999, California’s economy grew at 


an average annual rate of 6.9%. 

In its preparations for a possible mil- 
lennium bug, America’s Council of Econ- 
omic Advisers studied the economic 
effects of more than two dozen natural di- 
sasters in the country since 1970. They 
found that none of them, including Hurri- 
cane Andrew in 1992, which destroyed as- 
sets equivalent to 1% of GDP, had had any 
discernible effect on growth beyond the 
quarter in which they occurred. A caveat 
here, though: part of this welcome out- 
come may be down to the way GDP is cal- 
culated. Destruction of a country’s capital 
stock has no effect on GDP, while rebuild- 
ing that stock counts as income. 

One big worry today is that tightened 
security precautions could weaken the 
economy by hampering the transport of 
goods. Evidence from Kobe and from a 
big strike in 1997 by American employees 
of United Parcel Service, provide some re- 
assurance. In both cases. companies 
found other means of shipping cargo and 
parcels. The claimed flexibility of rich, 
modern economies does seem to make 
them more resilient. 


A war dividend? 
Earthquakes and labour unrest are a long 
way from being perfect analogies to 
America’s declared “war” against terro- 
rism, of course. Natural disasters are 
short-term in duration, and geographi- 
cally limited in impact. Wars are poten- 
tially different, in both scale and duration. 
After Iraq invaded Kuwait in August 
1990, American consumer confidence slid 
steeply, and oil prices soared. Much like 
today, the American economy was suf- 
fering from slow growth and a slump in 
investment, although interest rates were 
more than twice today’s levels, and oil 


consumption was a larger share of GDP. 
The Gulf crisis helped to push an already 
weak economy into recession. 

War, or the prospect of it, makes the 
climate for private investment far murk- 
ier, by upending established patterns of 
consumption and production. One way 
of measuring this disruption is through 
the “equity risk premium”, the rate that 
investors demand to compensate them 
for putting their capital in risky shares 
rather than in “safe” government bonds. 
The risk premium is a measure of inves- 
tors’ views about shares’ expected re- 
turns: if war makes profits and dividends 
less certain, investors bid down share 
prices relative to bonds, in order to reflect 
the risks inflicted on business activity. 

A recent analysis by Morgan Stanley 
calculates the equity risk premium before 
and during the second world war. It more 
than doubled, to 9%, between 1937 and 
the evacuation of Dunkirk in June 1940; 
but it then fell until the end of the war. 
Smaller but similar gyrations in the risk 
premium were seen during the Cuban 
missile crisis, the 1973 oil embargo and 
the Gulf war of a decade ago. 

Government spending, on the other 
hand, typically shoots up in wartime. It is 
widely credited, during the second world 
war, with removing the last vestiges of 
the Great Depression. It also fuelled 
booms during the Korean and Vietnam 
wars. A massive increase in spending on 
airport security, border controls and a 
military build-up in America may yet 
have a similar effect. Bear in mind, 
though, that previous booms followed 
the mobilisation of traditional armies 
and navies. A large anti-terrorist conflict 
could provide many of the risks of war 
without any of the offsetting benefits. m 
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What security technology can—and cannot—do about terrorism 


N THE wake of last week’s terrorist at- 

tacks on New York and Washington, all 
kinds of fancy machines—from facial-rec- 
ognition databases to advanced luggage 
scanners to glorified autopilots—have 
been proposed as technological fixes in the 
fight against terrorism. So what do such 
technologies have to offer? 

One popular option is biometrics. A 
biometric is, as its name suggests, a mea- 
surement of a biological characteristic. 
Fingerprints are the best-known example, 
but others include hand geometry, iris 
scanning and facial recognition. Because 
biometrics cannot be lost, forgotten or 
passed from one person to another, and 
are hard to forge, they are already used 
widely as security measures. 

Biometric systems are employed for 
two main purposes. The first is identifica- 
tion (“who is this person?”), in which a 
subject’s identity is determined by com- 
paring a measured biometric against a 
database of stored records. The second is 
verification (“is this person who he claims 
to be?”), which compares a measured bio- 
metric with one known to come from a 
particular person. All biometrics can be 
used for verification, but only those that 
are unique to an individual—notably fin- 
gerprints, iris scanning and facial recogni- 


tion—can be used foridentification. As a re- 
sult, different biometrics are used for 
different kinds of security check. 
Biometrics are widely employed for ac- 
cess control—to ensure that only autho- 
rised people can gain entry to particular 
rooms or buildings. Hand-geometry sys- 
tems, which measure the shape, size and 
other characteristics (such as finger length) 
of some or all of the hand, are used to con- 
trol access and check identities at airports, 
offices, factories, schools, hospitals, nu- 
clear-power plants and high-security gov- 
ernment buildings. Since hand geometry 
is a verification not an identification tech- 
nology (people’s hands are more similar 
than their fingerprints), users are required 
to make a claim about who they are—by 
swiping a card, for example—before a scan. 
The biometric template of the person they 
claim to be (which can be stored on the 
card itself) is then compared with the scan. 
A well-known example of the technol- 
ogy is the INSPASS programme, which al- 
lows frequent travellers to the United 
States to skip immigration queues at large 
airports by swiping a card and placing 
their hand on a scanner. In theory, this 
idea could be extended to require pass- 
ports to contain a hand-geometry biomet- 
ric, which could be compared with the 
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holder’s hand. That would make passports 
harder to forge. But it would also require 
international agreement and co-operation 
over biometric standards. 


The human factor 

There would appear to be considerable 
scope for wider use of access-control tech- 
nology. In security tests carried out at 83 
airports last year by America’s Federal Avi- 
ation Authority (FAA), attempts to gain ac- 
cess to secure areas succeeded 31% of the 
time, and inspectors successfully boarded 
planes in 82 cases. But a report published 
by the Department of Transportation 
found that most of these security viola- 
tions were due to human factors: airport 
staff failed to ensure that doors closed 
properly behind them, and did not chal- 
lenge people they met in unauthorised ar- 
eas. Biometrics cannot do anything about 
that. This summer, the FAA proposed new 
rules under which airport staff could be 
fined as much as $11,000 for holding doors 
open for others, or allowing friends into 
secure areas. 

Another biometric technology that is 
Starting to appear in airports is iris scan- 
ning. This is used in dozens of jails in 
America to identify prisoners, staff and 
visitors, ensuring that the right people are 
let in and out. Iris scanners have also been 
tested by banks in a number of countries 
to identify users of cash machines. Since 
the iris scan identifies each customer, there 
is no need to insert a bank card or remem- 
ber a personal identification number. 

Iris scanners are being tried out in sev- 
eral airports to let frequent flyers step up to 
a machine and get their boarding cards 
automatically. But all this doesis tomake it » 





> more likely that the person who gets on a 
plane is the rightful ticket-holder. The ter- 
rorists responsible for last week’s attacks 
appear to have travelled under their own 
names and with their own passports. Iris 
scanners would not have stopped them. 

Facial recognition, on the other hand, is 
unique among biometrics in that it can be 
used passively—in other words, an image 
of a face can be compared with a database 
of suspects without the subject’s knowl- 
edge. Such systems, connected to a net- 
work of closed-circuit television (CCTV) 
cameras, are already used to spot crimi- 
nals and football hooligans in Britain. This 
summer the same technology was in- 
stalled at Keflavik airport in Iceland. 

Joseph Atick of Visionics, a firm based 
in New Jersey that is one of the leading 
suppliers of facial-recognition technology, 
points out that iris scans and fingerprints 
were not available for last week’s hijack- 
ers, but pictures were. One of the hijackers, 
he says, was caught on videotape at a Ma- 
laysian airport meeting members of the 
group that attacked the Uss Cole in Aden 
harbour last year. “What we need to do is 
to build an international counter-terrorist 
database with pictures and faceprints for 
every dangerous individual,” he says. As 
well as passively scanning airports for 
known suspects, he suggests that every- 
body should be required to have a close-up 
facial scan as they check in, “just as your 
credit is checked when you buy something 
with a credit card.” 


Facing reality 

The traditional objections to facial-recog- 
nition systems—that they violate privacy, 
and could end up being used to pick out 
people with overdue parking tickets, as 
well as terrorists—are likely to be drowned 
out in the fearful atmosphere following 
last week’s attacks. But according to Rich- 
ard Smith of the Privacy Foundation, a 
lobby group based in Denver, Colorado, 
even if facial-recognition systems were in 
place, the technology would not bea silver 
bullet. Most of the hijackers, he notes, 
were not suspected terrorists, so no pic- 
tures of them were available. And in the 
case of the two who were suspects, at- 
tempts to track them down had begun 
only a few weeks before the attack. He con- 
cludes that a breakdown in communica- 
tions, rather than inadequate technology, 
is the problem. 

Another technology that has been the 
focus of renewed interest is advanced 
forms of luggage scanner, such as three-di- 
mensional scanners, remote scanners that 
can look at people at a distance, and scan- 
ners with “threat image projection” (TIP). 
The idea behind trp is to keep luggage 
screeners on their toes by randomly pro- 
jecting a fake “threat image”—in other 
words, a picture of a knife, gun or explo- 
sive device—into occasional items of lug- 


gage. When the screener presses the 
“threat” button, the fake image is removed, 
and the luggage can be checked again for 
real threats. In this way, it is possible to 
monitor the performance of individual 
screeners. TIP-capable luggage scanners 
are now being installed in America’s larg- 
est airports. 

But however clever scanning machin- 
ery becomes, the real problem, once again, 
is human. Luggage screeners are paid little, 
and the work is tedious, so that it is hard to 
concentrate for long. Research by the FAA, 
which has not been published in detail for 
security reasons, found that screeners’ 
ability to detect suspect objects is not im- 
proving, despite the new technology. 

In any case, last week’s hijackers seem 
to have used weapons that would not 
have been picked up as threats by existing 
scanners. A really determined hijacker, 
notes Frank Taylor of the Aviation Security 
Centre at Cranfield University in Britain, 
could use almost any blunt object, or even 
a piece of in-flight cutlery, as a weapon. Al- 
ready, some airlines have switched to plas- 
tic cutlery as a precautionary measure. 

Faced with terrorists who may not be 
carrying weapons, and are travelling un- 
der their own names, another technology 
that might help to identify them is com- 
puter-assisted passenger screening 
(caps), which was first introduced by a 
number of American airlines in 1998. 
CAPS uses information from the reserva- 
tion system, and a passenger's prior travel 
history, to select passengers for additional 
security procedures. It has been fiercely 
criticised by civil-liberties campaigners 
who accuse it of picking on members of 
particular ethnic groups or nationalities. 

Besides, terrorists expect to be ques- 
tioned at check-in, says Mr Taylor. He sug- 
gests that ccTv surveillance should be ex- 
tended to cover passengers “away from 
areas where they expect to be observed”. 
Some of last week's hijackers were re- 
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ported to have had an argument in the car 
park at Boston airport. But Mr Taylor ad- 
mits that this process could not be auto- 
mated. There would also be privacy impli- 
cations, plus the usual accusations of bias. 


On autopilot into the future 

If spotting terrorists on the ground is so 
hard, what can be done to make aircraft 
harder to hijack in the air? Again, there has 
been no shortage of suggestions. Robert 
Ayling, a former boss of British Airways, 
suggested in the Financial Times this week 
that aircraft could be commandeered from 
the ground and controlled remotely in the 
event of a hijack. The problem with this, 
says Mr Taylor, is that remote-control sys- 
tems might themselves open aircraft up to 
hijacking by malicious computer hackers. 

He suggests instead that automated 
landing systems should be modified so 
that, in the event of a hijack, the pilot could 
order his aircraft to land itself, with no op- 
tion to cancel the command. Another idea 
is that existing collision-avoidance and ter- 
rain-avoidance systems could be modified 
to prevent aircraft from being crashed de- 
liberately. But such proposals, says Chris 
Yates, an aviation-security expert at Jane’s 
Defence Weekly, belong “in the realms of 
science fiction”. (Mr Yates advocates sim- 
pler, low-tech fixes, such as doing away 
with curbside and city-centre check-ins, 
and allowing only passengers to have ac- 
cess to departure gates.) 

In short, for every quick fix, there is an 
unseen drawback. Clever gizmos can do 
only so much, and they may also provide a 
dangerous illusion of invulnerability. No 
matter how advanced the technology, it 
has to be backed up with skilled personnel 
and appropriate procedures. Until now, 
people’s priorities when travelling have 
been convenience and price, not security. 
That may change. But the reality is that no 
technology can neutralise the threat of ter- 
rorism. Indeed, nothing ever can. @ 








GM crops and insects 


Butterfly balls 


Genetically modified maize is not that 
bad for monarchs 


OMETIMES it takes a hammer to crack a 

nut. The nut, in this case, is the idea that 
maize that has been genetically modified 
to protect it from maize-eating insects 
poses a threat to non-maize-eating insects. 
The hammer is a set of six papers, written 
in collaboration by 29 researchers, and 
published on the website of the Proceed- 
ings of the National Academy of Sciences. 
(www.pnas.org/papbyrecent.shtml) 

These papers, paid for in part by the Ag- 
ricultural Biotechnology Stewardship 
Technical Committee, an industry body, 
were co-ordinated by May Berenbaum of 
the University of Illinois, Urbana-Cham- 
paign. They were stimulated by work by 
John Losey and his colleagues at Cornell 
University that was published two years 
ago in Nature. Dr Losey (who is one of the 
authors of the new papers) showed that 
the larvae of monarch butterflies could be 
poisoned by maize pollen containing a 
natural insecticide engineered into the 
DNA Of the plant that produced the pollen. 
The inference widely drawn by the press 
and by opponents of genetic modification, 
though not by Dr Losey himself, was that 
monarchs were at risk in the wild. 

The insecticide is a protein called Cry, 
normally produced by a bacterium, Bacil- 
lus thuringiensis (known, for short, as Bt). It 
affects only the larvae of butterflies and 
moths, and itis putinto maize to ward off a 
moth called the European corn borer. Cry 
is produced all over the plant, including in 
its pollen. Since maize is wind-pollinated, 
there is a chance this pollen might blow on 
to other plants and therefore poison be- 
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Atom-heart father 
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An atomic heart may be just around the corner—if you can afford it 


Bo an event ead steam engine 
sounds wacky enough. That such a 
device might be used to pump blood in 
an artificial heart is wackier still. Yet 
Claudio Filippone, a nuclear scientist at 
the University of Maryland, is a serious 
man-~and he thinks it can be done. He 
has just filed a patent application for an 
implantable pump that could run for 18 
years without external power or recharg- 
ing, and would, he hopes, eliminate the 
need for traditional heart transplants. 
Strictly, the device is not a steam en- 
gine, because the working fluid is not 
water. However, the principle is the 
same. A low-boiling-point liquid is va- 
porised by a heat source, the vapour 
pushes a piston, it is then condensed 
and the piston is sucked back to fill the 
vacuum. The novel element in all this is 
the heat source: a cigarette-sized piece of 
a radioactive element called curium. 
Sticking a source of radioactivity into 
a patient may not sound such a good 
idea, but curium is, as these things go, 
relatively safe. Its radiation is easily 
blocked (a piece of paper suffices), so it 
has little scope for causing harm. And 
the heat that accompanies it should pro- 
vide enough power to circulate the 
blood as effectively as does a real heart. 


nign, or even desirable, insects. 

The caterpillars of monarchs—a showy, 
migratory species that passes through, and 
breeds in, America’s mid-western “corn 
belt” on its way to and from its winter 
hibernation grounds in Mexico—were 
thought to be at particular risk. The cater- 
pillars’ food plant, milkweed, often grows 
near maize fields. When Dr Losey dusted 
the modified pollen on to milkweed, and 
fed it to monarch caterpillars, many of 
them keeled over. No great surprise there. 
If you force-feed an insect with an insecti- 
cide, it may well die. The question is 
whether that is a genuine indication of a 
real threat to the wild population. 

The answer, monarch-lovers every- 
where will be pleased to know, seems to 
be no. First, the amount of Cry found in 
maize pollen varies from strain to strain; 
Dr Losey may have been unlucky in his 
original choice, and picked a particularly 
toxic one. The paper in which Richard 
Hellmich, of Iowa State University, Ames, 
took the lead, reported that the pollen of 
only one commercial strain consistently 
affected caterpillars. That strain accounts 
for less than 2% of maize planted in Amer- 
ica, and is being withdrawn. 


Vaporising the liquid is only half of 
the problem. Condensing it rapidly in or- 
der to suck the piston back is the other 
half. But Dr Filippone’s design is equal 
to this: it uses the blood itself as a cool- 
ant. His models show that in so acting 
the six litres of blood that pass through 
the heart every minute would be raised 
in temperature from 37°C to 38.4°C. That 
rise is small enough for the heat to dissi- 
pate quickly. In cool climates, at least, 
patients should not notice any change in 
body temperature. 

Although he has only tested bits and 
pieces of his idea, and not yet built a full 
prototype, Dr Filippone is reasonably 
confident that the design will work. 
Whether it is practical depends on a dif- 
ferent consideration. Curium, which has 
no existing commercial applications, 
costs about $180 a milligram. No doubt 
that would drop if industrial production 
began in earnest, but in the meantime 
each Filippone heart could need as 
much as $6m-worth of fuel. It is rather 
reminiscent of what was once said of a 
certain Colonel Steve Austin in a classic 
television series. “We can rebuild him. 
We have the technology.” The writers of 
“The Six Million-Dollar Man” might 
have been right all along. 


Even if the pollen gets on to milkweeds, 
the paper co-ordinated by John Pleasants, 
of Iowa University, showed that it tends to 
collect on the middle leaves of the plants, 
not the upper ones—which are where 
monarch caterpillars tend to feed. To back 
this up, laboratory and field studies re- 
ported by Mark Sears, of the University of 
Guelph, in Ontario, all failed to show tox- 
icity at the sort of pollen densities actually 
found in the wild. 

Lastly Karen Oberhauser of the Univer- 
sity of Minnesota took the lead in pointing 
out that standard insecticides and weed- 
control practices, which have been used 
for decades, are as likely to affect mon- 
archs as any putative GM crops would be. 
Indeed, the paper by Diane Stanley-Horn, 
who also works at Guelph, showed that in 
field trials, lambda-cyhalothrin, a com- 
mon commercial insecticide, is far more 
destructive of monarch caterpillars than 
pollen from Bt-enhanced maize. 

The upshot of this tour de force is that 
butterfly lovers can tuck into their break- 
fast cereals with a clear conscience. Agri- 
culture is always destructive of wild crea- 
tures. However, GM maize seems to be no 
more so than the ordinary kind. = 
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The consequences of terror 


After the Japanese attack on the United States in 1941, tens of thousands of 
Japanese-Americans were sent to internment camps 


ee a months after the 
bombing of Pearl Harbour, President 
Franklin D. Roosevelt signed the notorious 
Executive Order 9066. As a result, more 
than 110,000 Japanese, virtually all the 
Japanese-Americans on the mainland, 
were “evacuated to concentration camps” 
in remote parts of America’s mountain 
states. The words were his, though they 
were soon replaced in official parlance by 
the euphemism, “reception centres”. 

In practice, the Japanese lost almost all 
of their property and they were often bru- 
tally beaten by their guards. Roughly 30% 
of them were first-generation Issei, that is, 
persons of Japanese birth. Most of the Issei 
were over 50 and were barred from be- 
coming citizens. The other 70% were sec- 
ond-generation Nisei who were American 
citizens by virtue of having been born in 
the United States. The average age of the 
Nisei was 18. 

The internment of the Issei and Nisei 
has long been regarded as a grave breach 
both of American constitutional law and 
of human rights, and that cannot be de- 
nied, though it is interesting that the Cana- 
dian government did something similar 
by order in council. In America, this hap- 
pened, of course, at a time of national out- 
rage, and of real, if unrealistic, fear that 
Pearl Harbour was the prelude to a Japa- 
nese invasion. It can be compared to the 
harsh British response to the Irish Easter 


By Order of the President: FDR and the 
Internment of Japanese Americans. By 
Greg Robinson. Harvard University Press; 
314 pages; $27.95 (October) and £19.50 
(forthcoming) 


uprising, which coincided with the battle 
of the Somme. 

Roosevelt's order was a response both 
to public panic in California, where there 
were jittery rumours of Japanese espio- 
nage and sabotage, and to the military’s 
fears of fifth-column activity. There was a 
long history of hostility to the Japanese on 
the west coast, and after Pearl Harbour it 
escalated into almost hysterical xenopho- 
bia. The governor of California, Earl War- 
ren, none other than the future chief jus- 
tice whose Supreme Court would launch 
the civil-rights revolution with its decision 
in the Brown case, strongly supported 
evacuation at the time. 

What Greg Robinson shows, in this 
careful and fair-minded study, is that 
Roosevelt himself, far from being the 
scourge of racism portrayed in New-Deal 
hagiography, had a long history of racial 
prejudice against the Japanese, which had 
been exacerbated by the Japanese attack 
on China. The American upper class in 
general were sympathetic to the Chinese 
and anti-Japanese. Roosevelt's grandfa- 
ther lived in Canton (now Guangzhou) as 
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a merchant for many years and the Roose- 
velts felt this particularly strongly. 

As a young man, FDR had been influ- 
enced by Admiral Mahan and his school, 
who taught in terms richly dipped in rac- 
ism and eugenic theory, that the Japanese 
were destined to be America’s enemy and 
could never be assimilated. FDR twice 
wrote strongly anti-Japanese articles, and 
in the middle 1930s he was already con- 
cerned about the dangers of Japanese sab- 
otage in Hawaii. (Ironically, only a few of 
the 150,000 Americans of Japanese de- 
scent in Hawaii were affected by the evac- 
uation order.) 

Mr Robinson indulges Roosevelt some- 
what when he absolves him of the charge 
of racism, and convicts him only of a blend 
of weak administration and deadly indif- 
ference, which, he says, was informed by 
racial hostility but not synonymous with 
it. Roosevelt did not simply order the evac- 
uation of the Japanese-Americans, but 
also resisted the ending of the exclusion or- 
der when even his most conservative col- 
leagues realised that it was both probably 
unconstitutional and absolutely unjusti- 
fied. That he was keen to avoid anti-Japa- 
nese rioting in California during the 1944 
election campaign makes his delay even 
more inexcusable. 

Mr Robinson judges that this sorry 
story came about not only as a result of 
Roosevelt's personal negative views about 
the Japanese but also because of the char- 
acter of his presidential style. In this in- 
stance, it seems, FDR’s legendary ability to 
split authority between different agencies, 
and take advantage of their rivalry, was 
not a virtue, but a cause of irrational 
action. It inflicted grave injustice on a large 
group of people, and constituted a grave 
blot on his and his administration’s 
reputation. E 





Cultural Ami 
Minds of 
their own 





The Intellectual Life of the British Working 
Classes. By Jonathan Rose. Yale University 
Press; 534 pages; $39.95 and £29.95 


[; IS never easy for a cultural historian to 
know what people think about the 
books they read. You can measure the 
sales, you can read the reviews, you can 
note the responses of other authors, but 
none of this comes close to capturing the 
visceral, fleeting experience of the first- 
time reader. He may be bored, she may feel 
angry, both of them may forget the book 
the moment they finish it. Orit could be, as 
is the case with so many of the people 
whom Jonathan Rose writes about here, 
that a thrilling sense of being let in upon a 
whole new world, whether that of Milton, 
Shakespeare or Shelley, lingers for de- 
cades, shaping an entire life and mind. 

Mr Rose, who as an historian of the 
book belongs to a growing sub-discipline, 
has written a masterly account of the way 
in which the British working classes (and 
that term must remain emphatically plu- 
ral, since Mr Rose moves from the land- 
locked rural poor, to London’s Jewish East 
End, to the clattering factory towns of 
north-western England) have taught, 
soothed and entertained themselves 
through their own intellectual resources. 
While the focus of his enquiries stays cen- 
tred on reading not just the classics but 
newspapers, penny dreadfuls and sex 
manuals too, Mr Rose also takes in films, 
amateur dramatics and art shows—any- 
thing, in fact, to which people without for- 
mal education or money went to stretch 
their minds. 

In a masterly introduction, Mr Rose 
suggests that recent developments in cul- 
tural and critical theory have obscured, or 
more accurately ignored, the experience of 
working-class audiences of books, plays 





Read for yourself, then decide 





and paintings. Theorists have been so keen 
to speculate on the way in which “Great 
Expectations”, Billy Bunter or the Tarzan 
films reproduced the dominant class and 
race relations of their time that they have 
not bothered to wonder how individual 
men and women received and interpreted 
these built-in biases. 

By reading through thousands of dia- 
ries and autobiographies, the kind of ar- 
chival foot-slogging which some cultural 
theorists are apt to avoid, Mr Rose has 
found persuasive evidence that, far from 
being passive consumers of material 
handed down by their masters, working- 
class audiences were sharp and active crit- 
ics. Time and again he shows us laun- 
dresses, miners and farmhands filtering, 
challenging and reworking any readings 
of artworks which did not strike them as 
entirely apt. 

The proof of the pudding came with 
Marxism, which signally failed to take off 
amongst the British working classes of the 
late 19th century. The leaders of the grow- 





ing labour movement were exactly the 
kind of self-educated men who prided 
themselves on a fierce intellectual inde- 
pendence from ready-made doctrine. 
Marxism, with its emphasis on the mass, 
indifference to the individual, and its alien- 
ating conceptual apparatus, ran counter to 
everything the self-educated British peo- 
ple had worked for—namely, a mind of 
their own. When the first large batch of La- 
bour MPs to enter parliament in 1906 were 
questioned as to their favourite reading, 
only two mentioned Marx. 

It is hard to stress how important this 
book is. Mr Rose has swept away any lin- 
gering guesswork and approximation 
about the intellectual life of the British 
working classes in the industrial age. In- 
stead of vague hypotheses about the trans- 
mission of culture to those who were not 
supposed to have it, Mr Rose returns us to 
the actual thoughts and feelings of the 
countless working men and women who 
insisted, often against the odds, on finding 
things out for themselves. m 





New fiction 
Saying sorry 


lan McEwan’s new novel, about the real and the imaginary, is his best yet 


T IS rare for a critic to feel justified in us- 

ing the word “masterpiece”, but Ian Mc- 
Ewan’s new book really deserves to be 
called one. We have known for a long time 
that he is a virtuoso technician, with al- 
most too much facility for his own good. 
“Amsterdam” may have won him the 
Booker prize for fiction in 1998, but it was 
thin and irritatingly clever-clever. “Atone- 
ment”, which is also on this year’s Booker 
shortlist, is a work of astonishing depth 
and humanity. 

Mr McEwan has certainly been think- 
ing about the pitfalls of being seduced by 
one’s own literary powers. His new hero- 
ine, Briony, is a novelist. We first meet her 
at the age of 13, a dreamy child in a pre-war 
country house. The upper-class milieu, the 
sense of place and time, are rendered with 
an exactitude reminiscent of Elizabeth 
Bowen, a novelist to whom he alludes. The 
distinction is that Bowen was writing from 
experience, while Mr McEwan is relying 
purely on imagination. 

The difference, to the novelist, between 
the real and the imaginary becomes Mr 
McEwan’s major theme. Foiled in an at- 
tempt to stage a play of her own writing, 
Briony engineers another plot which im- 
pinges irrevocably on real lives. Her over- 
active mind misreads what is going on be- 
fore her eyes and her evidence eventually 


Atonement. By Ian McEwan. Jonathan 
Cape; 372 pages; £16.99. To be published 
in America by Doubleday in January 


puts her sister’s lover, Robbie, in prison. 
After his release, Robbie finds himself in 
the army; the second half of the novel, bril- 


liantly realised, follows his experiences at 


Dunkirk. Meanwhile, Briony, now a nurse, 
becomes consumed by guilt at what she 
has done. But she is neither able to get a 
court to believe her changed story nor to 
secure Robbie's forgiveness. In a postscript 
we learn that the novel we have been read- 
ing is the 70-something Briony’s attempt to 
tell the truth and atone for her past. We are 
left with the tantalising question of 
whether we can believe her now. 

To say that “Atonement” is about the 
nature of fiction implies a post-modern 
tricksiness which the book resolutely es- 
chews. Its epigraph, from Jane Austen, as- 
sures us that we really are in the territory 
of the traditional novel, though this one 
wears its relationship to its forebears— 
which range from “Clarissa” to Henry 
James-—lightly. In it, Mr McEwan has 
achieved the difficult task of combining lit- 
erary sophistication with moral gravity. 
Unlike his last, this novel really is worthy 
of the Booker. = 
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New fiction 
Strange but true 


Austerlitz. By W.G. Sebald, translated by 


Anthea Bell. Random House; 420 pages; 
$25.95. Hamish Hamilton; £16.99 


HE hybrid literary form developed by 

W.G. Sebald, a German-born author 
who lives in England, is both ancient and 
modishly modern. Like a chic post-mod- 
ernist, but also like a classical poet, he 
mixes fiction with history and meditation, 
endlessly digressing into new stories. He 
writes about how grand events echo in the 
lives of individuals, and of the corrosive 
effects of time and memory. 

The eponymous subject of “Austerlitz”, 
his fourth book, is a veteran of one of the 
Kindertransport that came to Britain just 
before the second world war. An un- 
named narrator recalls how he met the 
mysterious Jacques Austerlitz in Belgium, 
where they talk about architecture—in par- 
ticular the hubristic grandiosity of public 
buildings, and the extravagant but useless 


On terror and the Taliban 


His name was Austerlitz 


defensive fortifications once beloved of 
European rulers. These conversations an- 
nounce the themes of the conversations 
they will have decades later, which touch 
on the frenzied elaborations of Nazism 
and describe the ultimately futile defences 
Austerlitz himself erected against the 
awareness of his lost origins. 

Although it is more like a conventional 
novel than Mr Sebald’s other works, “Aus- 
terlitz” still refuses to behave like one. As 
the reader is reminded, Austerlitz was Fred 
Astaire’s real name as well as a famous Na- 


The published word 


A list of background books to the events of September 11th 


THE days after the attacks on New 

. York and Washington, Dc, it was not 
only politicians and officials who real- 
ised how little they knew about the per- 
petrators, their motives or their putative 
backers. Publishers have long lead times, 
and some of the books mentioned in 
this reading list are no longer new. But 
with exceptions most of them should be 
obtainable in shops, on the web or di- 
rectly through their publishers. (Name 
spellings are given as in book titles). 

On America’s prime suspect, Osama 
bin Laden himself, Peter Bergen’s Holy 
War, Inc (Free Press) will be published 
in November and Elaine Landau’s 
Osama Bin Laden: A War against the 
West (Twenty First Century Books, New 
York) will appear soon. Already out are 
The New Jackals by Simon Reeve 
(Northeastern University Press) and 
Usama bin Laden’s Al-Qaida by Yonah 
Alexander and Michael Swetnam (Trans- 
national, New York). 

War in Afghanistan, America’s help 
for the mujahideen and the rise of the Ta- 
liban are examined in M.J. Gohari’s Tali- 
ban (Oxford University Press) and John 
Cooley’s Unholy Wars (Pluto Press, Lon- 
don). Written by an American television 





reporter, it blames America for the re- 
sults of what some have called the c1A’s 
jihad in the 1980s. In Taliban by Ahmed 
Rashid (Yale University Press; I.B.Tauris, 
London), a Pakistani journalist dwells on 
the oil politics of central Asia. Eric 
Margolis’s War at the Top of the World 
(Routledge) widens the area of tension 
to include Tibet as well as the India-Pak- 
istan dispute over Kashmir. 

The use of terror and how to defend 
against it are scrutinised in Paul Pillar's 
Terrorism and U.S. Foreign Policy, 
which came out in April from the Brook- 
ings Institution, Washington, pc. Coun- 
ter-terrorism, he argues, should be a for- 
eign-policy priority. But military force, 
he believes, is in the end less effective 
against terrorism than good intelligence 
and co-operation with foreign govern- 
ments. Two web sites contain informa- 
tion on organisations designated as 
advocating, harbouring or using terror: 
the library of the Naval Postgraduate 
School (http://web.nps.navy.mil) and 
the Terrorism Research Center 
(www.terrorism.com). Both contain the 
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poleonic battle, and the experiences of 
Austerlitz the man merge with other trau- 
mas in European history, and with the 
thoughts of Mr Sebald’s hypersensitive 
narrator. The book is punctuated by odd 
illustrations which both announce and 
undercut the veracity of the story. 

Like Mr Sebald’s black-and-white 
photos, memory for Austerlitz offers some 
compensation for the erosions of time; yet 
itis also excruciating. He, and the book, are 
preoccupied with the possibility of time- 
travel that the imagination offers. Mr Se- 
bald’s style reinforces the theme of time’s 
fluidity. He has a new translator, but his 
sentences remain long and melodious; 
they are more emotional units than 
grammatical or logical ones, like the book 
as a whole. Never a great enthusiast for 
paragraphs, he has now virtually aban- 
doned them altogether. 

This can make the book tricky for read- 
ers. For some, Mr Sebald’s stream-of-con- 
sciousness, along with his other manner- 
isms, will be frustrating. But the tactful 
poignancy with which he treats both the 
mundane and the dramatic will reward 
those who persevere—as will the book’s 
insight that real tragedy consists less of 
violence than of loss. m 


State Department's yearly Patterns of 
Global Terrorism, a basic document for 
American policy (also available directly, 
from www:sstate.gov). 

On Islam itself, a classic book by Ed- 
ward Mortimer, Faith and Power: The 
Politics of Islam (Random House; 
Faber), is now hard to find but available 
in good libraries. Fred Halliday’s recent 
Nation and Religion in the Middle 
East (Lynne Rienner, Colorado; Saqi 
Books, London) has essays on funda- 
mentalism and the state as well as on 
terrorism in historical perspective. 

French scholars are strong on the 
Middle East and the Islamic world. Of 
note are two books by leading special- 
ists: Jihad: The Rise and Fall of Islamic 
Extremism by Gilles Kepel (forthcoming 
in translation from LB. Tauris), and The 
Failure of Political Islam by Olivier 
Roy, which made an impact some years 
ago and can still be found in paperback 
from LB. Tauris). Due out early next year 
from the same publisher is Face to Face 
with Political Islam by a French jour- 
nalist, Francois Burgat, who spent much 
of the 1990s interviewing members of 
militant Islamic groups, whose politics 
he tries sympathetically to understand. 
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The face of portraiture 


Making a splash 


Must a portrait be a likeness? 





HERE have been cubist portraits, ab- 

stracts, holograms—even squiggles. 
But few works, since Francis Picabia’s 
depiction of Marie Laurencin as an 
imaginary machine, challenge conven- 
tion as much as the portrait of Sir John 
Sulston by Marc Quinn, recently un- 
veiled at the National Portrait Gallery. 

The work has no nose, no mouth, 
not even eyes. In fact, it doesn’t have a 
face at all. Instead, the story of Sir 
John’s work on the international hu- 
man genome project is portrayed 
through his gene structure. He gave 
some of his DNA—in a sperm sample— 
from which a culture of cells was 
grown in a jelly. Mr Quinn, with the 
help of the Wellcome Foundation, 
turned the material into a work of art. 
The result is yellowish blobs in a paler 
yellow fluid, surrounded by a highly 
polished steel frame. But it’s not what 
you see that is the point; it's what you 
think. The work is “the most realist por- 
trait in the gallery” says Mr Quinn, 
“since it carries the actual instructions 
that led to the creation of John. Itis a 
portrait of his parents, and every ances- 
tor he ever had back to the beginning of 
Life in the universe.” 

Whether it is a portrait is just one 
question that needs answering. Along- 
side the work is a lot of supporting doc- 
umentation, including photographs of 
Sir John and the artist. One wonders, 
though, when it is divorced from this 
educative handrail, whether the work 
won't be seen as a gimmick, more a me- 
dieval relic—like the arm of St George, 
say—than a truly modern portrait. 


Defining masterpieces 


Not in the head 





The Invisible Masterpiece. By Hans Belting. 
University of Chicago Press; 480 pages; $45. 
Reaktion Books; £27 


ANS BELTING, a German art histo- 

rian, is known for his striking and 
original theories about the nature of art, 
presented with a broad historical sweep. 
In “Likeness and Presence” (1994), the Eng- 
lish edition of a German work which first 
appeared in 1985, Mr Belting questioned 
the character of the carved or painted im- 
ages in the Christian period of art ending 
around 1400. Images are best explained, in 
Mr Belting’s view, by what we use them 
for and how we think of them, two things 
which alter with time. In the Christian per- 
iod, images were largely used, not for aes- 
thetic pleasure or admiration, but for ritual 
and doctrinal purposes. His book, sub- 
titled “A History of the Image Before the 
Era of Art”, was held by some—not wholly 
misleadingly—to propose that Christian 
art was not really art. 

Now Mr Belting has leaped into the 
modern period to scrutinise our concept 
of a masterpiece. This latest book (pub- 
lished in German in 1998) spans the years 
from 1800 to the present—two centuries 
well within the recognised compass of art 
history and art theory. Masterpieces (and 
with them the modern museum) emerged 
in two steps, according to Mr Belting, out of 
the individualism of the Romantic era. 
First the Enlightenment'’s “cult of the idea” 
gave way to the Romantics’ insistence on 
the value of individual experience and ex- 
pression. And from that came the idea of 
an “absolute” work of art that was perfect 
and utterly unique, in short, a masterpiece. 

To those for whom a wholly Christian 


Masaccio’s panels 


Masaccio, the first great painter of the 
Italian Renaissance, was a pioneer. He 
was the first major artist to use scientific 
perspective in painting, his style was far 
more naturalistic than that of his 
predecessors and his psychological 
depiction was rivalled only by Giotto. 
Which is why, when the National Gallery in 
London began courting museums in Italy, 
Germany and America to bring together all 
11 known fragments of Masaccio’s 
magnificent Pisa altarpiece, it was such an 
important task. Although Michelangelo 
studied it, the masterpiece has never been 
seen in one place since it was 
dismembered in the 16th century. Now, in 
time to celebrate the 600th anniversary of 
Masaccio’s birth this year, it can be. 
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work by Cimabue, say, is unmistakably art 
or for whom plenty of pre-19th century 
masters (such as Titian or Velazquez) un- 
doubtedly painted masterpieces, Mr Belt- 
ing has an initially soothing distinction be- 
tween art as an idea and art works as 
objects; the works, that is, are one thing, 
how we think about them—Mr Belting’s 
topic—another. On this approach, a link 
might even suggest itself between the faith 
underpinning the usage of Christian im- 
ages and the modern idealisation of art. 

With customary scholarship, Mr Belt- 
ing invokes vivid examples. He tells us 
how the Louvre in Paris was opened in 
1793 as amuseum for the history of art but 
was soon transformed into something dif- 
ferent: a repository of surviving speci- 
mens of past excellence, a home or temple 
for masterpieces. He shows how Raphael’s 
Sistine Madonna gave birth to a veritable 
Romantic cult, and he calls on Winckel- 
mann, Baudelaire, Stendhal, Gautier, Pa- 
ter, Proust and Ruskin to voice their 
thoughts about truth, beauty, the ideal 
and the imagination. He examines the 
relationship of Ingres and Delacroix to 
past masters, recounts the row over Ma- 
net’s “Olympia”, and explores the recep- 
tion of Cézanne, Rodin, Gauguin, Van 
Gogh, Matisse and Picasso. He ends with 
Duchamp, Pollock, Warhol, Rauschen- 
berg, happenings and video installations. 

The material is rich and always reward- 
ing. But Mr Belting’s interpretations often 
fail to convince. The whole point of his ap- 
proach is to bring shifting theories of art 
and historical writing about art to bear on 
our understanding of particular art works. 
But is this the right way round? Art is not 
all in the mind’s eye, and the power or 
function of art works, be they Christian or 
modern, is not entirely dependent on ac- 
quaintance with the context in which they 
were originally conceived. In some ways, 
Mr Belting himself is guilty of the very ide- 
alism about art whose sources he traces 
with such detective skill. m 
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Obituary 





Ahmad Shah Masoud 


Ahmad Shah Masoud, a hero of Afghanistan, died on September 15th, aged 49 


OR writers, broadcasters and assorted 

adventurers seeking to understand Af- 
ghanistan, the headquarters of Ahmad 
Shah Masoud would often be their first 
call. Unlike leaders of the Taliban, whose 
belief in public relations was minimal and 
who anyway regarded westerners as in- 
herently hostile, Mr Masoud was welcom- 
ing. He was patient with his visitors’ ques- 
tions, however naive, and willingly posed 
for photographs. He was a careful dresser: 
what looked like designer boots shined 
like a guardsman’s. Now, would the visi- 
tors care to see the front line? 

A writer in Adventure, an American 
magazine, repaid his host with an article 
that began: 


The fighters were down by the river, getting 
ready to cross over, and we drove out there 
in the late afternoon to see them off...Across 
the floodplain, low, grassy hills turned pur- 
ple as the sun sank behind them, and those 
were the hills these men were going to at- 
tack. They were fighting for Ahmad Shah 
Masoud—genius guerrilla leader, last hope 
of the shattered Afghan government...We 
wished Masoud’s men well... The stars had 
come out, and the only sound was of dogs 
baying in the distance. Then the whole front 
line...rumbled to life. 


Whether Mr Masoud enjoyed the arti- 
cle it is difficult to say. He preferred the ro- 


mantic writing of Victor Hugo to that of 
the Hemingway school. But he would 
have been grateful for the publicity. In the 
past few months Mr Masoud's forces, con- 
fined to a pocket of territory in the north- 
east of Afghanistan, have been short of 
money and arms, facing Taliban fighters 
convinced they could complete their con- 
quest of the country. Mr Masoud had to 
show his supporters abroad that his cause 
was not lost. This year, he visited Russia, 
India and Europe to shore up his support. 
His speech to the European Parliament in 
April, at the invitation of its French presi- 
dent Nicole Fontaine, was a diplomatic 
success. Charm could be a potent weapon. 


Enter the Russians 
The French particularly admired Mr Ma- 
soud. He had learnt their language at a ly- 
céein Kabul, in the distant days of nostalgic 
memory when Afghanistan was a monar- 
chy. He liked to say that De Gaulle was one 
of his heroes, but as a politician rather 
than a soldier. Although his father was a 
colonel, Mr Masoud chose to study engi- 
neering. When the fighting was over, he 
would say, he would use his engineering 
skills to help rebuild the country. 

The king was deposed in 1973. During 
the next quarter century Afghanistan be- 
came a battlefield, partly tribal, partly in- 
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ternational. For ten years, from 1979 to 
1988, the United States fought a proxy war 
with the Soviet Union, supplying the Af- 
ghan resistance with arms to fight the So- 
viet occupiers. It was at this time that Mr 
Masoud first became famous as a guerrilla 
leader. In the search for heroes in what 
was in fact a brutal and unglamorous cam- 
paign, he was a natural: the scholar who 
had put aside his studies and picked up a 
rifle to defend his homeland. 

Some writers have credited Mr Masoud 
with driving the Soviet army from Af- 
ghanistan when the reality was more pro- 
saic: the Russians withdrew because of 
growing civilian opposition at home, 
rather as the Americans were undermined 
in Vietnam. All the same, Mr Masoud 
proved to be a resourceful leader, espe- 
cially in defence. The Russians could never 
penetrate the redoubt he created in the 
Panjshir valley. The outside world liked to 
call him “the lion of Panjshir” although to 
his men he was simply amir (the com- 
mander) or saab, an Urdu word from 
which sahib is derived. 

In recent years Mr Masoud again re- 
treated to the Panjshir with the advance of 
the Taliban. Like many Afghans, he at first 
welcomed the Taliban. Their fierce inter- 
pretation of Islam was not to his taste: Mr 
Masoud had been brought up with west- 
ern ideas of personal freedom. But the Tali- 
ban had brought order to the lawless terri- 
tories they occupied and seemed to offer 
the prospect of compromise in govern- 
ment. That illusion disappeared in 1996 
when they laid siege to Kabul, the capital. 
They promised to “liberate” Kabul’s peo- 
ple from their corrupt government. 

Mr Masoud was defence minister in 
that government, headed by Burhanuddin 
Rabbani, which, theoretically, is still in ex- 
istence in exile. The Rabbani circle was in- 
deed probably corrupt, and Mr Masoud 
was blamed for much of the destruction of 
Kabul and the deaths of thousands of civil- 
ians opposed to the government. Never- 
theless, for many Afghans he remained a 
popular figure. With his troops and what 
materials (including 2,000 books) he 
could transport, Mr Masoud made a fight- 
ing retreat to the Panjshir. He was mur- 
dered, apparently, by two men posing as 
western cameramen. The camera that he 
thought would convey his message to the 
world blew up in his face. According to 
some reports, the murder was arranged by 
Osama bin Laden as a gift to the Taliban. 

Others will seek the leadership of the 
Panjshir, which is said to be defended by 
12,000 fighters. One candidate being men- 
tioned is Abdul Rashid Dostam, who con- 
trolled a slice of territory until it was taken 
by the Taliban. But he is a former commu- 
nist, knows no French, lacks charm and, in 
the interviews he has given, no one has re- 
marked on his boots. m 
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INSEAD 








Make your M&A work 


A disappointingly large number of M&A deals create little or no value 
for the acquiring company. Yet research suggests that ultimately the 
acquisition’s success is largely dependent on how well it is managed. 


The Strategic Issues in Mergers and Acquisitions (SIMA) programme will 
equip you with the necessary tools to implement a step-by-step M&A 
process, not just a deal. 


For you: 

è Deeper understanding of the acquisition process 
e Insight into decision-making during negotiation 
e The keys to strategic assembly 


For your company: 

è Better strategic approach to M&A 
è Achieving value creation 

e Faster, more successful integration 


Create value through collaboration 


Effectively managed, partnerships and alliances can open the door to a 
range of valuable opportunities, enabling your business to enter new 
markets, achieve economies of scale, enhance pace and competitiveness 
and access new skills and technologies. 


The Managing Partnerships and Strategic Alliances (MPSA) programme 
will help you beat the odds, manage the learning process over time and 
build trust. 


For you: 

è Designing the fit between partners 

e Managing at all stages of the partnership 

èe Deeper understanding of cultural considerations 


For your company: 

e Delivering value to the partners 

èe Avoiding conflict and misunderstanding 

e Contributing to long-term competitive advantage 





Enrichment through Diversity 


Europe Campus Asia Campus 
execed.europe@insead.edu execed.asia@insead.edu 
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[ESCP-EAP MBA] 


INTERNATIONAL 
MBA IN Paris 


sy UNIVERSITY ee) 
> @7/"'s! EY 


UNIVERSITY 
‘ NIVERSITY OF of 
DUNDEE TRATHCL YDE GLASGOW 


Worldwide applications now being accepted: 


DBA by Work Based Learning 
Entirely in English, the ESCP-EAP MBA in Paris 
iS an unusually multicultural experience, with over 
20 nationalities on the student body and faculty 


MSc Management of e-Business 

MSc in International Marketing 

MBA Oil and Gas Management 
MEd in Medical Education 


Designed for experienced participants, it combines 
core courses in Paris with a wide range of electives and 
international seminars 

ESCP-EAP MBAs lead to senior positions world-wide: join 
the network of 19,000 ESCP-EAP graduates in 65 countries 


EQUIS and AMBA accredited. 
Next Session — January 2002 


fully accredited University courses 
through 


On-line & Flexible Open Learning 


Contact MBA Admissions: mba@escp-eap.net 
+33 1 4923 2759 - 79 avenue de la République - 75011 Paris 


€ scp-eap.net 


ty and campuses n Pans, Orford, Madad and Berlim, ESCP-EAP cievelore 
‘SCONISH 


KNOWLEDGI 


wines leaders and advunoes taminational kbamino and research in management 


ESCP-EAP 


Panis 
= 
Statin 
MADRID 


www.scottishknowledge.com 
email:info@scottishknowledge.com 


Tel: 44 (0)131 625 2600 Fax: 44 (0)131 625 2609 


European School of Management 


Learn everywhere. Manage anywhere. 


School of Public Policy and Management, 
Korea Development Institute 


University of London 
undergraduate and 

postgraduate 
law degrees EZS 


Your alternative 


"Experience the Dynamism of Korea and 
Learn from the Best in Asia at KDI School” 


> Master of Public Policy (MPP) 
e Economics and Public Policy 
e Growth and Development Studies 
e International Relations and Political Economy 


e 
academic excellence 


flexible study 
where you are; Wwe are 


adgemi« 
bVéellence 


study in your own time and at your own pace 


> Master of Business Administration (MBA) 
e Strategy and Global Management 
e Finance and Banking 


> Ph.D. in Public Policy or Management 


Why KDI School? 


e Innovative MPP/M akran 
e World-class faculty and international student mix” 
e All classes conducted in English 

e Scholarship available to international students 


The University of London External Programme has 
an international reputation for academic excellence. 
it has been offering students the chance to study an 
LLB or LLM at a distance for more than 140 years. 


For details, please contact: 
The Information Office (01/EC/09) 
Senate House, Malet Street, London WC1E 7HU, UK 


heongnyang, Seou 
j 1259 
i -968-5071 
E-mail: admit@kdischo 
http://www.kdischool.ac.kr 





The Economist September 22nd 2001 


Tel: 020 7862 8360/8361 /8362 

Fax: 020 7862 8358 

E-mail: enquiries@external.lon.ac.uk 
www.londonexternal.ac.uk 
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You can earn a Top 5 
US MBA in Europe - THE PRACTICE 
, OF TRADE POLICY 
and carry on working 


~ ee DUKE MBA 


Join us in the 
following cities for 
information on 
Duke's MBA 
programs. We 
will be available to answer 
questions at the fair and For more information about 
throughout the day. this course, please contact: 
If you are unable to attend Enrollment Services 
these events, contact Phone: (61 7)496-0484, ext. 221 
“+ Felix B. Miller to arrange a copia ee eee 


$ iF | ti E-mail: KSG_ExecEd@Harvard.edu 
e } PErSONna! MECUNG. Internet: http://www.execprog.org 


December 3-14, 2001 


This program is designed for senior officials responsible for 
international trade negotiations from both developed and 
developing countries. The Practice of Trade Policy: Economics, 
Negotiations, and Rules is an intensive, interactive program where 
participants will learn to: 

* analyze international trade policy, 

* work with key institutions, 

* negotiate agreements, and 

* resolve disputes. 


~ Western Europe 


f Manchester: Tuesday, October 2 HARVARD UNIVERSITY 
~ London: Thursday, October 4 John F. Kennedy School of Government 
Paris: Saturday, October 6 
Milan: Tuesday, October 9 
Madrid: Thursday, October 11 


Frankfurt: Saturday, October 13 


MSc in Financial 
Management 


by Distance Learning 


Central Europe 

Berlin: Monday, October 15 
Warsaw: Thursday, October 18 
Moscow: Saturday, October 20 

St Petersburg: Tuesday, October 23 
Prague: Thursday, October 25 No matter where you are in the world, the Centre 
Istanbul: Saturday, October 27 for Financial and Management Studies 
(CeFiMS) based at SOAS in the University of 
London, offers internationally renowned Masters 





For details on these MBA fairs, visit 
www.topmba.com. For a full list of events 
at which Duke will be present, visit our 


website at www.fuqua-europe.duke.edu 
Other programmes include an MSc in Financial 


Telephone Europe Economics and a Postgraduate Diploma in 
+49 '09 9720990 [DUKE Economic Principles. 

Telephone US S 3, Se 

+1919 660 7863 THE FUQUA Programmes start January 2002. 
SCHOOL www.cefims.ac.uk 


OF BUSINESS for further details. 


CeFiMS, SOAS, University of London, 


We Educate 7 : London WC1H OXG, UK. Tel: +44 (0) 20 7691 
Thoughtful Business Leaders 1700. SOAS 
W 


orldwide Fax: +44 (0) 20 7637 7075. University of London 


Degrees and Diploma programmes in Financial 
Management by Distance Learning. 


CeFiMS 


E-mail 
europe@fuqua.duke.edu 








email: enquiries@)cefims.ac.uk 


www.fuqua-europe.duke.edu | UNIVERSITY OF LONDON 
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Our degree programs are designed to meet the 
educational requirements of the busy executive. 


oy, ORION 
</COLLEGE 


620 Lotus Dr. N. Dept. 6434] Eam your undergraduate, graduate, or MBA 
degree at your own pace wherever your job may 
take you. You'll enjoy the cost effectiveness of 
our degree programs. Explore the possibilities. 


w Mandeville, LA 70471 
Fax 985-624-8241 


Call Today 866-829-6434 


www.orioncollege.com 


5000 graduates 
chose this MBA- WHY? 


> Www.hwmba.edu 








æ  Technically-trained? ETH 


Hidgenderieche lerthmmche rechatdate Dues 
Sars bodera! Inetitete of Lechnalngy Lurch 


FEDERALE OH LLANE 


Live up to your 
leadership potential! 


inquire about the program IM) 
"Mastering Technology Enterprise", 


info@ctm.ethz.ch 


www.ctm.ethz.ch 


UNIVERSITY DEGREE 


For Life, Work and Academic Experience 
Degrees for people who want to be more effective 
and secure in their Jobs or Professions. 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your r 
life and work experience, University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken. 

- Not Accredited by an agency recognized by the U.S, Secretary of Education. 
Our graduates are recognized for their achievements in business and industry. . 
We will assist you in completing your degree requirements at your own pace 
through home study. 


Distance 
See deve 7¢"0/*2x detailed resume for a NO COST EVALUATION. 


24,000 Pacific Western University 
Alumni 1210 Auahi Street, Dept. 137, Honolulu, HI 96814-4922, (808) 597-1909 
Worldwide USA CALL: (800) 423-3244, ext. O UK: 0800-960-413, ext. 0 


Fax: (310) 446-5288 e-mail admissions@pwu-hi.edu http://www.pwu-hi.eduu 


























IMPERIAL COLLEGE AT WYE 
External Programme 


UNIVERSITY OF LONDON 


DISTANCE LEARNING 


MSc, Postgraduate Diploma and Individual 

courses available worldwide in: 

* Rural Change * Applied Economics 

* Environmental * Agribusiness and 
Management Food Management 

* Biodiversity Conservation * Sustainable Agriculture 


Individual courses from these programmes can be 
taken under the Occasional Student Scheme 
Z For a full programme guide contact us today 

| External Programme Imperial College at Wye 
University of London Ashford Kent TN25 5AH UK 
Tel:+44 (0)207 594 2680 Fax:+44 (0)1233 812138 
Email: epadmin@ic.ac.uk Web: www.wye.ac.uk/EP 


Enhancing access to continuing education worldwide 
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Amsterdam 
EF Institute of Finance 


In cooperation with the faculty of 
INSEAD 
Upcoming Courses 2001-2002 


Negotiation Analysis (Oct. 4 - 6) 


Real Options (Oct. 18 - 20) 


Valuing Commercial Banks (Oct. 22 - 23) 


Foundations of Finance (Nov. | - 23) 


Banking and Financial Markets 


in Eastern Europe (Nov. 14 - I7) 


Asset and Liability Management (Dec. 3 - 7) 


Financial Restructuring and IPOs (Dec. 10 - 14) 


Advanced Valuation (Jan, 21 - 23) 


Mergers and Acquisitions (Jan. 21 - 25) 


Financial Risk Management (Feb. 4 - 8) 


Venture Capital Investments (Feb. I1 - 14) 


For information, please visit our Web site or contact us directly. 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-5200161 


e-mail: info@aif.nl - internet: www.aif.nl 





INTERNATIONAL 
WEALTH MANAGEMENT 
EXECUTIVE MBA 


A dual degree Executive MBA program by 
renowned US and Swiss universities. 

Geared specifically to senior private bankers and 
executives from the wealth management industry. 
15 weeks Spread job-concurrently over two years, 
held in Switzerland and in the USA. 

Taught exclusively in English by an inter- 
nationally renowned faculty. 


1 A joint Program by: 
_ USA: Carnegie Mellon University 


CH: Swiss Banking School 
University of Geneva 


University of St. Gallen 
University of Zurich 


| For further information please Contact: 


Swiss Banking School 
Hottingerstrasse 20, CH-8032 Zurich 


1 Phone +41 (1) 254 30 80, Fax +41 (1) 254 30 85 
| IWEMBA@SwissBankingSchool.ch, www.|WEMBA.ch 
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welcome. You will not have to study material you 
already know or do not need. No exams, instead you 
write papers. Learn from successful business 
leaders/authors (many are millionaires). oo 
members wanted. Rushmore University,1 2- 
7622, ec@rushmore.edu, www.distancemba.com 





















Teaching French to adults for 32 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 ‘/: hrs a day with 2 meals. 8 levels : Beg. I to Ady. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts Oct. 1 , Oct. 29 and all year 
06230 Villefranche/Mer E122, France. Tel.: (33) 493 01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


THE OFFICIAL MBA FAIRS 


All top MBA Schools visiting 27 cities in 20 countries 


topmba.com 


for venues and registration 


| South America | Europe | US & Asia Pacific | 


Meet representatives from 200+ leading schools 


inc. | Wharton | INSEAD | Harvard | Chicago | LBS [Colombia | Tuck | 


For more information email - mbatourê®topcareers.net - tell a friend! 


European School of Econom EE 


Jan & Apr 02 
s Int. MBA 


= BA(Hons) Int. Business 


From a Nationally Accredited 
American University 


Listed by the US Dept. of Education 


a Certificate Programmes (3 months) By distance learning 


www.eselondon.ac.uk / 
info@eselondon.ac.uk 

rosvenor Plave, Lindon- SWIX 75H 
W745 G148 - Fux: 4A OOUT 6164 


-No classes 


-No Semesters 





Start any day of the year 


-Online student support 


US call - 1-800-801-5980 
www.azaliah.net 
Azaliah University 


Albuquerque, New Mexico USA 


FAIRFAX UNIVERSITY 


Home Study Degree Program 


Established in 1986, Fairfax University 
in the USA offers mid-career/senior 
professionals accelerated, fast track, 
distance-learning,home-study 
programmes at the Bachelor's, 
Master's and Doctoral degree levels in 
many subject areas. International 
faculty. Credit for prior learning/ 





Travel 
4@*LONDON'® 


g Quality serviced apartments offering best value E] 
for money. Our apartments offer great savings 


; compared to hotels. Fully serviced, private 
experience/published works. Assess- E bathroom, kitchen, TV, telephone central ll 
i f heating, elevator 
ment based On projects; = Centrally located in Kensington area a 


assignments. No 


residency 
requirements. Year-round admissions. 


@ Tourist Board Approved @ 
Ashburn Garden Apartments 
B 3 Ashburn Gardens a 
South Kensington, London SW7 4DG, UK 
B si 
www.ashburngardens.co.uk 
info@ashburngardens.co.uk W 


Tel: ++44 207 370 2663 
Fax: ++44 207 370 6743 


For details: Email: info@fairfaxu.edu 
Tel: 225.295.5655 
Fax:225.298.1219 & 

Web site: www.fairfaxu.edu LS 








Appointments 


NATIONAL 


PORTRAIT 
GALLERY 


We are now recruiting for a Head of 
Finance to take charge of the Gallery’s 
financial planning and management. 


Please visit our website for full details: 


www.npg.or g.uk/ jobs 


Committed to equality of 


Alternatively telephone on: 
opportunity 


020 7306 0093. 


| Ji Nii IPS @ | United Nations Office for Project Services 


The Crrysier Gulding, 405 Lexington Avenue, Ath Floor 
New York, NY 10174 


NORTHERN IRAQ URBAN WATER AND SANITATION 
PROGRAMME 
(UNOPS Project No: IRQ/01/R72/A/VQ/31) 


The United Nations Office for Project Services (UNOPS) is 
requesting application from inidividuals with expertise in the design, 
installation, Operation, maintenance and institutional development 
relating to water supply and sanitation systems in urban areas. UNOPS 
will require the services of such expert for both longer-term and short 
term assignments in Northern Iraq. 


Please send your CV, no later than 30 September 2001 to: 


Mr Richard Bonilla 
UNOPS, Division for WAASE 
4th Floor, Chrysler Building, 405 Lexington Avenue 
New York, N.Y. USA 10174 
Fax: (212) 457-4045 
Email: rameshPYV @ unops.org 


Website: www.unops.org 


~ 


SPPOR UNL 


$ 5 we 

B noticed, a lot Of dot-co m cor 1 

1ey make real promises, but ¢ 
n customers, revenues orp 
ce is th future espe ly 
yA R&S $ ay ee 
* A dot-com "new e-conomy” business with 
proven business systems, products & services 
+ Technology, training and an extensive 
support network in place to establish you as a 
leader in your business community 
+ ISO 9002 certification, ensuring consistent 
network-wide quality standards in more than | 
20 countries 


We are currently seeking licencees in Belgium, 
France, Germany, india, Korea, Malaysia, 
Singapore, Spain, and Taiwan. Our client base 
of over 600 multinational corporations has 
requested that we establish a presence in 
these markets. 


T s' 
a Eaa 
UAA 

TiC 


ISA y PY a el ee Lara he 
‘ . 





CHORAL Rk 


To learn more about 
becoming an AlphaGraphics 
Master Franchisee, com- 
plete our online inquiry 
form under Franchise 


. Opportunities at: 
www.aiphagraphics.com/international 
AlphaGraphics, inc. 3760 North Commerce Drive Tucson, AZ 85705 USA 
Phone 1.520.293.9200 Fax 1.520.887.2850 
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The Association of British Insurers champions the UK-based 
insurance industry to government, regulators, the media and other 
bodies. We represent around 440 companies on the key issues 
where policy and legislation impact on the insurance sector. This role 
focuses on the implications of international developments, at a time 
when globalisation and the challenges of emerging markets are 
creating unique circumstances. 


With a clear understanding of the international dimension of our 
entire policy agenda, you will develop policy and analytical 
activities to enhance our influence in the international sphere. You will 
develop and draw on a responsive network of contacts: across 
governments, regulators, European Union institutions, international 





MEET THE POLICY-MAKERS 


More than likely, you will have around four years’ experience in a 
tightly-regulated area, where you have sharpened your ability to 
stay abreast of legislation and policy developments and to analyse 
their commercial consequences. The extent of the Association's remit 
and influence also means that experience with a global perspective 
is essential. 


An excellent benefits package includes 25 days’ holiday, pension 
scheme and a generous benefit allowance that gives you the 
flexibility to choose extra benefits that are important to you. Please 
write with your CV to Janet Rubin, Head of Personnel, Association 
of British Insurers, 51 Gresham Street, London EC2V 7HQ by 
5th October 2001 
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organisations, overseas insurance bodies, academics and other W 4 
e are an equal opportunities employer. 






professional groups. It calls for a person with strong research, 
analytical and written skills, and the ability to interpret breaking 


Association of British Insurers 


~ 


news and disseminate it rapidly to the decision-makers. 


FOOD AND aaki cso 


A 
= AGRICULTURE 
= ORGANIZATION 


Wal OF THE 


UNITED NATIONS 
Viale delle Terme di Caracalla, Cables: 
00100 Rome, Italy FPOODAGRI ROME 


ORGANISATION 
DES NATIONS 
UNIES POUR 
L'ALIMENTATION 
ET L'AGRICULTURE 


ORGANIZACION 
DE LAS NACIONES daty! 
UNIDAS PARA ael ayla 
LA AGRICULTURA a—su 
Y LA ALIMENTACION TOET 





Telex: 625852 FAO I 
610181 FAO I 


Facsimile: +39 0657053152 Telephone: +39 0657051 


Vacancy Announcements 
Deadline for applications: 15 October 2001 


The Animal Production and Health Division of the Food and Agriculture Organization of the United Nations (FAO) is establishing a Pro-Poor Livestock Policy 
Facility to develop the capacity to inform national and international decision-making in support of poor people's livestock-related livelihoods. 


This facility proposes to encourage and facilitate conceptual shifts in policy objectives that 1) create and strengthen the capacity of the poor to act for 
themselves, 2) engage the poor as partners sharing rights and responsibilities, 3) create incentives for the poor to mobilise resources, 4) help catalyse the 
formation of people's organization, and 5) protect the assets of the poor to reduce their vulnerability. This will be achieved through the formulation and 
promotion of policy and institutional reforms that reduce existing financial, technical, and social and cultural barriers, that increase competitiveness, and that 
reduce risks and vulnerability. 


The Pro-Poor Livestock Policy Facility will implement its programme of activities and disseminate its outputs through an innovative mixture of strategic 
alliances, that capitalise on the comparative advantage of the FAO and different partner organizations. The facility's activities will include strategic 
assessments .of priority livestock/public goods issues, facilitation of appropriate stakeholder representation mechanisms, establishment of effective 
negotiation platforms, and the testing and evaluation of pro-poor standards, codes and policies. 


The Pro-Poor Livestock Policy Facility will be led by a senior economist (programme coordinator, D1) [Ref. PPP-1] who will coordinate a team consisting of 
a livestock economist, P5, [Ref. PPP-2], a policy support officer (livestock services and institutional development, P4) [Ref. PPP-3], an animal production 
and health officer (livestock systems, P4) [Ref. PPP-4], an animal health officer (public health, P4) (Ref. PPP-5], and a livestock information officer 
(knowledge systems, P4) [Ref. PPP-6]. 


To fill these positions, FAO is looking for appropriately experienced and motivated professionals. To obtain detailed information on the requirements, duties 
and responsibilities, and the application procedure for these posts please refer to: http://www.fao.org/VA/projva.htm, or quote the appropriate above 
indicated reference number and send a request for further information by email to: Christine.Ellefson@fao.org, by fax to: Christine Ellefson, AGAL, +39 
06 57055749, or by airmail to Christine Ellefson, FAO-AGAL, Viale delle Terme di Caracalla, 00100 Rome, Italy. General information regarding salaries and 
allowances can be found at http:/Avww.un.org/Depts/icsc/sad/sab/ 
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OFFICE OF FAIR TRADING 


ST” “eee a 


Making markets work well for consumers 


Investigation/Inquiry Team Leaders 


The Office of Fair Trading, an independent non-ministerial 
government department headed by the Director General of Fair 
Trading, aims to make markets work well for consumers. The Office 
is currently expanding and new Government proposals will 
reinforce its powers as a strong and pro-active authority to promote 
competition and educate consumers, to take enforcement action 
against breaches of competition and consumer law, and to review 
markets, including the effects of laws and regulations. 


Within our newly established Markets and Policy Initiatives 
Division, we are now looking for a number of people to head up 
small teams conducting enquiries into markets where competition 
does not appear to be working. In addition to helping with the 
selection of markets to investigate, in consultation with colleagues 
and other bodies such as consumer groups, you will be 
responsible for collecting and assessing complex information, 
undertaking intensive studies, and providing advice on 
appropriate actions including suggested changes to legislation 
where this impedes competition. 


You will need a sound grasp of economics and an interest in 
consumer affairs and competition policy supported, ideally, 

by an appropriate degree and/or a relevant 
professional qualification. Strong research 











To £40k London 


and analysis expertise should be supported by excellent 
communication and interpersonal skills including the ability to 
draft reports, as well as establish and maintain a dialogue with key 
stakeholders in those markets being studied. In addition, a good 
record of project management experience, including the planning, 
costing and the delivery of results to agreed timetables, should be 
matched by a proven flair for team leadership. 


We are an equal opportunities employer and are committed to 


diversity in the workplace. Some posts may be suitable for part- 
time working or job share, but potential job sharers should apply 


jointly. It is possible that a proportion of the hours could be 


worked at home. 


Nationality requirements apply to these posts. To be eligible you 
should be a British or Commonwealth citizen (as defined in the 
British Nationality Act), a British protected person or a National of 
a state within the European Economic Area. Relocation expenses 
of up to £1,000 may be payable. The appointment will initially be 
for five years, with the possibility of extension or permanent 
appointment. 


For more information see our website at 
www.oft.gov.uk 






Please send your CV and an accompanying 
letter stating how your skills match the criteria of the 


job, to Capita RAS, Innovation Court, New Street, Basingstoke, 
Hampshire RG21 7JB. Telephone: 01325 745170 (24 hours), fax: 01256 383787, 
or visit www.capitaras.co.uk Please quote reference B5997. Closing date: 15th October 2001. 











LOCAL GOVERNANCE PROGRAM IN NAMIBIA 


Ibis is starting a new integrated program in Northern Namibia (Os- 
hakati / Rundu), with national outreach, aiming at building capacities 
in urban communities and local governments to manage urban 
development, especially to enhance the living conditions of poor pe- 
ople through improved town council and community service delivery. 

Subject to approval by the funding authorities Ibis is right now 
looking for a qualified candidate to fill the position as; 


Programme Co-ordinator/ 
Development Advisor 


Tasks: The Programme co-ordinator/Development Advisor will have 
two areas of responsibility: 

e Overall programme management: responsibility for the implemen- 
tation of the different sub-components of the programme ct. Plan- 
ning, organising and managing the work and resources, including 
monitoring of project implementation, contacts to partners, disse- 
minating the lessons of the program to other parts of Namibia etc. 
Financial planning and managing. 

Act as Advisor to the Town Clerk of the Oshakati Town Council 
(OTC) aimed at improving the orientation of the Council to devel- 
opment objectives and to the improvement of its capacity to serve 
the communities of town. Managing the support under the pro- 
gram for capacity building at OTC. 








Qualifications: Relevant professional background at Master level. At 
least 5 years management experience from relevant projects/organi- 
sations. Proven skills in management of resources, strategic plan- 
ning, financial planning and control. Good interpersonal, motivatio- 
nal and conflict resolution skills. Familiar with municipal systems and 
procedures and ability to interact and communicate with municipal 
officials. Experience with facilitating government - community inter- 
action. Experience from developing projects within the field of urban 
development/municipal development. Fluency in English. 


Further information and application guidelines can be requested by 
phone, fax, mail: hi@ibis.dk, please quote application reference 
number: 0102/PCDA/Nam.1 or via www.ibis.dk/positions. 


Closing date for receipt of applications: 
Friday 12 October 2001 


Please note that only shortlisted candidates will be contacted. 
ŢI 


N 


Ibis is a member-based nongovernmental, nonprofit Danish solidarity and 
development organisation with projects in Southern Africa and Latin Ame- 
rica. The aim of Ibis’ activities is to strengthen the poorest sections of the 
population in their organisation and direct influence on their own living 
conditions. We emphasise coherence between our programmes in the 
South and our information and political development efforts in the North. 


— 


Norrebrogade 68 B 
2200 Copenhagen N - Denmark 


Phone (+45) 3535 8788 


Fax (+45) 3535 0696 
Email: ibis@ibis.dk «© Web: www.ibis.dk 
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Do you have what it takes 
to be a leader? 





Join the Government of the Hong Kong Special Administrative Region as a 


Senior Administrative Officer 


We are looking for people of the highest calibre to serve the community of Hong Kong. As a Senior 
Administrative Officer you will have the opportunity to rise to the top positions in government and to help 
shape the future of this dynamic and cosmopolitan city. 


The Administrative Service is a corps of multi-skilled professional administrators who form the backbone of 
the government's policy and decision-making processes. 


Senior Administrative Officers can expect to be assigned to a variety of challenging jobs covering the full 
spectrum of government activity and policy in areas such as international trade and finance, economic 
development, health and welfare, information technology, education and manpower, environmental 
protection and public hygiene, housing and land use, transport and district affairs. 


We want the most capable people, those who are prepared to work hard, show initiative and leadership and 
are committed to Hong Kong's future. 


This is the first time the Government has opened up recruitment to this rank outside the established civil 
service. We are widening our recruitment net to invite the best people to compete for this stimulating and 
highly influential position. 


Entry pay: HK$80,300* per month plus fringe benefits and contract gratuity. 


Entry requirements: 

e A first or second class honours bachelor's degree or a postgraduate degree from a Hong Kong university, 
or equivalent; 

e Seven years or above post-first degree working experience; 

e Good command of both Chinese and English; and 


On appointment, the successful applicants must be permanent residents of the Hong Kong Special 
Administrative Region and have resided in Hong Kong for a period of at least seven years. 


Application: Details about the post, including entry requirements and terms of appointment, and application 


can be made. 
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THALES © Consignia 


In order to face growing needs for Health and Social Reforms. We 
are seeking Senior Consultants interested in long-term and short- 
term assignments in Africa, Latin America, Asia and the NIS in the 


following specialities : 
Public Health 
Health Economy 
Drug management 
Health system planning 


Social Policies 


Experience should include : 


Know-how in Reform of health and social systems at central 
and local level 


Assignments in projects funded by international donors 
(EC, WB, ADB, ...) 


Urgently sought: French-speaking experts for health projects 
in Africa 


Letters and CV should be sent to : 
cv.management@thales-ec.com or 


THALES ENGINEERING & CONSULTING 
CV Management 

25, rue du Pont des Halles 

Chevilly-Larue 

94666 RUNGIS cedex 

FRANCE 


Economist. London. £30 - £35k + benefits. 


Consignia is a unique organisation - a highly commercial group 
of specialist businesses with a track record of achievement both 
in the UK and worldwide. 


As part of the Commercial and Business Strategy Department, you 
will contribute to the full range of work of the team. This will include 
regulatory economics, econometric modelling, and quantitative and 
labour market analysis. 


To succeed here, you'll be qualified in economics to postgraduate 
level, backed up by a business-focused approach and at least two 
years’ experience as a business economist. 


The rewards on offer include a contributory pension scheme, 5 weeks 
leave and an annual bonus. The training and opportunities for career 
progression here are excellent. 


Application forms are available on request from 
Sarah Capuano, Consignia, HRSC 4th Floor, 

Pond Street, Sheffield S98 6HR. 

Tel: 0845 60 60 603 

Closing date: Tuesday 9th October, 2001 


() we 


Fax : (33)1.56.30.64.15 Consignia pic is an equal opportunities employer 


Policy Adviser 


The Wellcome Trust, the largest medical research charity in the world has a vacancy within its Policy Unit. 
The Policy Unit, part of the Directorate, supports the senior management and Governors of the Trust in making 
decisions on issues of policy and planning. 


The Policy Adviser will undertake a range of tasks within the unit, with a particular emphasis on planning and 
policy areas. This will include helping to co-ordinate the planning framework, facilitating the implementation 
and communication of the Trust’s Corporate Plan, and supporting scientific reviews of emerging areas for Trust 
funding. The post handler will also provide briefings on policy issues and present the outcomes of projects to 
both internal and external audiences as well as keeping up-to-date with national and international science, health 
and educational policies. 


You should have a relevant degree and at least three years’ experience of policy or planning advice in a public 
or private setting or be able to demonstrate a thorough knowledge of biomedical science and associated policy. 
A postgraduate qualification in business studies (MBA) or in public or science policy would be advantageous, as 
would specific experience in science policy development. You should also be able to demonstrate proven project 
management skills, an ability to work as part of a team, good time management and excellent interpersonal skills. 


Salary will be on a scale from £24,741 to £36,352 p.a. plus benefits. 
To apply, please send a full CV and a covering letter (including daytime telephone number) which explains how 


you feel you meet the criteria above to Ms Lynne Mellen, HR Adviser, The Wellcome Trust, 183 Euston Road, 
London NW1 2BE. The closing date for receipt of applications is Wednesday 3rd October 2001. 


The Wellcome Trust 


www.wellcome.ac.uk 


The Wellcome Trust is a Registered Charity, (No: 210183). 
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INTERNEWS, 
an innovative nonprofit organization with 26 offices around the 
world, creates opportunities for independent media through: 


media business management 

radio and television production 

internet policy development 

legal advocacy 

association building 

conflict and transitional justice coverage 
addressing gender issues 

journalism and management training 


Long and short-term opportunities for executives and 
professionals are regularly announced on our website job page. 
We offer competitive compensation and excellent benefits. 
Please send your resume to injobs@internews.org 


Visit http://www.internews.org/about/employment.htm to see 
if a particular position interests you. 


Department for 
international 
Development 


Our goal in China is the elimination of poverty. We aim to do 
this both directly (through measures to improve the lives of poor 
people and other vulnerable groups) and indirectly (by fostering 
sustainable and pro-poor economic growth). 


The China programme is managed from Eastern Asia and Pacific 
Department (EAPD) London, although an in-country office, 
based in the British Embassy in Beijing, was established in 1999. 
This new post is intended to further strengthen the capacity of 
the DFID team to understand and engage with key development 
issues in China. 


Working with others on the China programme in London and 
Beijing, you'll contribute to the development of country strategy 
and achievement of country objectives by analysing governance 
issues at all levels. Advising on management of resources for 
poverty reduction, you'll pass on good practice in governance 
and institutional development to colleagues and local partners, 
developing their expertise in basic institutional analysis. 

You'll also stay abreast of the governance activities of other 
development agencies to identify opportunities for co-operation 


and synergy. Using your analytical skills, knowledge and diplomacy, 
you will influence senior decision-makers, advising on governance 


systems and the institutional aspects of a broad range of sectors. 


QUALIFICATIONS AND EXPERIENCE 


With an ability to analyse institutions, you'll possess a relevant 
academic degree and practical understanding of either political 


BMO O mt E @ 


EXPRESSION OF INTEREST 
FOR LONG LASTING INSECTICIDE-TREATED 
MOSQUITO NETS 


UNICEF, on behalf of the other partners in the Roll Back Malaria Initiative 
(UNDP, WHO and the World Bank Group), invites eligible manufacturers to 
indicate their interest in supplying Long Lasting, Insecticide-Treated Bednets. 
A Long-Lasting Insecticide-Treated Net is a mosquito net, treated with 
insecticide, the efficacy of which lasts as long as the average life span of 
the netting material under normal conditions of use in endemic areas (4 to 
5 years depending on netting material). 

All final submissions must be received on or before 30 October 2001. 


For details, please see www.supply.unicef.dk 
or, to request a printed copy, contact: 


UNICEF Supply Division, UNICEF Plads - Freeport 
DK-2100 Copenhagen, Denmark 
Telephone: +45 3527 3527, Fax: +45 3526 7421 
Reference: EO! Long-lasting Insecticide-Treated bednets 


GOVERNANCE ADVISOR 
INITIAL POSTING: BEIJING 


participation, democratic accountability, civil and political human 
rights, public sector management reform, decentralisation, 
financial management and integrity systems, safety, security or 
access to justice. Developing country experience and particularly 
experience of working in China would be an advantage, with 
English and some capacity in Mandarin being highly desirable. 


TERMS OF APPOINTMENT 


The post is on permanent and pensionable terms (subject to 

a satisfactory completion of a 10 month probationary period). 
The salary will be in the range of £33,882 to £48,252 per annum 
commensurate with qualifications and experience, and is UK 
taxable. Additional allowances may also be payable. 


Permanent employees will be expected to be able to give several 
years service before the normal Civil Service retirement age 

of 60. Subject to this applications are welcome from people 

of all ages. 


Candidates should either be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined 

by the 1951 UN Convention on Refugees. 


Closing date: 18 October 2001. 


Application forms can be obtained, quoting reference AH375/5/AW/TE clearly on your envelope, from Department for 
International Development, Abercrombie House, Room AH375, Eaglesham Road, East Kilbride G75 8EA or telephone 
01355 843545 (answerphone) or e-mail: group5c2@dfid.gov.uk http://www.dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 
government department responsible 
for promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living 
in extreme poverty by 2015. 


DFID works in partnership with 
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governments, international and national 
non-governmental organisations, the 
private sector and institutions such as 
the World Bank, UN agencies and the 
European Commission. Most of the 
assistance is concentrated on the 
poorest countries in Asia and sub- 
Saharan Africa, but we also work 
elsewhere, including Latin America 


and in Central and Eastern Europe. 


DFID is committed to a policy of equal 
opportunities and encourages 
applications from all parts of the 
community. We would particularly 
welcome applications from, women, 
people from an ethnic minority 
background and disabled people. 
Selection is on merit. 
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DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
$100K+ annual salary, we can be the answer to your next jump on the 
ladder of success. Resume Broadcast International assists you in 
your professional search with the personal contact necessary for 
success from start to finish 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (619) 224-9257, 
Fax: (619) 224-9268 or E-mail: 102224.3306 @compuserve.com 


Resume Broadcast International 

pe ra P.O. Box 6930, San Diego, Califomia 92166, USA. 
roagdcast E Tel: 619 224 9257, Fax: 619 224 9268 
(Im TAKeKN Ko) nal Email: 102224.3306 @ compuserve.com 


European 
Investment 
Bank 


A career in the heart of Europe 


JOB HUNTING INTERNATIONALLY? 






Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 









www.careerpath.co.uk 








Fax: Email: 
USA/Canada +1 202 4781698 cpamerica@careerpath.co.uk 
Europe +44 20 75048280 cpeurope(@careerpath.co.uk 
Asia/M, East/Aus +66 2 2674688 cpasia(@bkk_loxinfo.co.th 


















The EIB, the financial institution of the European Union, is currently seeking for its Projects Directorate - Industry and 
Services Department/Manufacturing Industry & Services Division an (m/f): 


Engineer/Business Analyst 


Appointment to the post is for a fixed period of 3 years. 


The primary role of the Manufacturing Industry & Services Division is the identification/understanding of the need/demand for 
investment and the evaluation of the proposed investment’s/candidate solution’s effectiveness to match this need/demand. 


The Engineer/Business Analyst will report to the Head of Division and work in close contact with the other professional staff of 
the Department, in particular the Industrial and Human Capital economists. 


Duties: © Assess the overall viability of the proposed investments and their sustainability in a competitive market environment. 
* Assess the promoter’s management capacity to design, implement and operate projects as well as their sectoral experience 
and track record to appreciate and react to changing market/marketing environment. * Contribute to the overall a praisal of 
loan proposals in all regions of the Bank's activity. ® Prepare short, incisive appraisal reports. * Co-operate ‘uur with the 
Lending Directorates, including assisting in the identification of lending opportunities. + Monitor the implementation of financed 
investments. * Contribute to/prepare sector studies and short review notes in areas of expertise. 


Qualifications: * Graduate level degree in relevant engineering or applied science discipline; a post graduate degree, such 


as MBA covering marketing and strategic planning, and an exposure to economics would be an advantage. * Minimum of y 
5 years operational, including management, experience preferably in more than one sector and country; profit or business 
centre responsibility would an advantage, as would experience in the selection and management of consultants. 


* Knowledge of capital investment appraisal, including quantitative cash-flow modelling, risk analysis and investment decisions; 
experience with project finance operations, such PPPs would be an aa: * Excellent knowledge of English or French 
and a good command of the other. Working knowledge of other Community languages would be an advantage. 

Skills: * Good interpersonal, team-working and communication skills. © Good analytical and reasoning skills with oe oi to 
provide sound judgement concerning the issues in his/her area of responsibilities. + Clear and concise oral and written 
expression. * edge of the preparation and review of feasibility studies. © Ability to operate in international environments. 
e Capacity to plan and organise his/her work. + Capacity to co-ordinate projects across directorates. + Results-oriented and 
capacity to work under pressure. 

fh de must be nationals of Member State of the European Union. The EIB offers attractive terms of employment 
and remuneration with a wide range of welfare benefits. It is an Equal Opportunities Employer. 

Applications should include a cover letter quoting the relevant reference number and a curriculum vitae in English 
or French, and be sent to: < 


EUROPEAN INVESTMENT BANK, STAFFING DIVISION, Ref.: PJO1TECOOA4, 
L- 2950 LUXEMBOURG. Fax + 352 4379 2545. E-mail: jobs@eib.org 


Applications will be treated in strictest confidence. They will not be returned. 
Personal data are pence by Community Regulation. 
For further particulars about the EIB, its remits and how it operates, visit the EIB’s website: http://www.eib.org 
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** WORK IN USA ** 


195,000 Employment VISAS Available! 
IT PROFESSIONALS, ENGINEERS, ARCHITECTS, 
AGCOUNTANTS, PHYSICIANS, TEACHERS, ETO. 


Readers are recommended 


fo make appropriate enquiries and take 


appropriate advice before sending money, 
incurring any expense or entering into a binding 
commitment in relation to an advertisement, The 


TOP Positions, Salaries & Benefits 
Visit us Online for Job Opportunities! 


Affiliates (Recruiters) Needed!! 


Economist Newspaper Limited shall not be 
liable to any person for loss or damage incurred 
or suffered as a result of his/her accepting or 
offering to accept an invitation contained in ans 
advertisement in the Economist, 


JOB HUNTING INTERNATIONALLY? 
$100-1M+ in 39 Countries-Targeted Resume Mailings 


www.executivejobfinder.com 
Europe*Asia*Middle East*eU.S.*Affordable/Easy/On Target 
Serving the world’s top executives. EXECI ITIVE 
rin oO 8 R 


T: +1.415.383.6200 F: +1.415.388.5164 T O B 


www.GreenCardSpecialists.com 
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Bi] UNIVERSITY OF 
aP CAMBRIDGE 


Personnel Division 


Postdoctoral Positions in Finance 


Cambridge Endowment for Research in Finance (CERF) is a new, 
well-endowed, independent research fund based at the Judge Institute 
of Management in the University of Cambridge. 


Applications are invited for two new postdoctoral positions in a 
programme of research on the relationships between institutional risk 
management and the behaviour of the macro-economy: a topic at the 
centre of current theoretical and policy debate. 


¢ Financial Liquidity and the Management of Extreme Risk in 
Financial Institutions 


The perspectives of the study will be both from within the firm 
and across major concentrated markets and is expected to involve 
integrated and extreme risk management within the firm, market 
structure and the behaviour of central banks, regulators and 
supranational agencies such as the BIS and the IMF. 


You should have a PhD (or will be completing within six months) 
and be familiar with modern quantitative finance. Modelling and 
computing experience - numerical and/or econometric - is essential 
and knowledge of current and projected market, credit, and 
operational risk management techniques used in the financial 
services industry is an advantage. 


Liquidity, Risk Management and the Macro-economy 


This programme will investigate the complex relationships between 
the structure of asset and debt composition and the macro-economy. 
The first stages of the work will involve the compilation of 
comprehensive macro-economic data for the US economy, linking 
income and expenditure flows by broad sector with stocks of assets 
and debts of major financial instruments. 


You should have a PhD (or will be completing within six months) 
and sound academic background in macro-economics with some 
knowledge of finance theory. Experience in using national 
accounting data is of advantage. You are expected to have 
familiarity with PC-based LANs and standard skills in the use of 
spreadsheet and database applications and econometric software. 


The following applies to both positions: The appointments are for 3 years. 
The salary will be in the range £17,278 - £25,969 p.a. 


Further information about the positions may be obtained from 
Mrs Mette Jamasb, Cambridge Endowment for Research in Finance, 
JIM, Trumpington Street, Cambridge CB2 1AG, e-mail: 
mj258@cam.ac.uk phone +44 (0) 1223 764115. A letter of application 
and a CV (including the names and addresses of at least two referees) 
should be sent so as to reach CERF not later than 8 October 2001. 


I he | niversily ts committed tO equality of Opportunity 
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IFPRI 


INTERNATIONAL FOOD POLICY RESEARCH INSTITUTE 








Research Fellow, Markets and 
Structural Studies Division (Ref# 01-128) 


IFPRI seeks a Research Fellow for a three-year, fixed-term, renewable 
assignment for its Markets and Structural Studies Division 





Duties: The Research Fellow will conduct research on issues related to the 
functioning of agricultural markets, diversification of agriculture and post- 
harvest technologies. The Research Fellow will be responsible for the timely 
completion of research projects, publishing papers/books, and participating 
in various conferences, etc. The Research Fellow is expected to work on a 
number of developing countries, especially those of sub-Saharan Africa, 
South Asia and Southeast Asia. The Research Fellow is expected to produce 
quality research, interact with policy makers/advisors to develop a policy 
dialogue between researchers and policy makers/advisors, and help in 
mobilizing resources for projects. The Research Fellow is expected to work 
with local collaborators in various countries, and contribute towards 
capacity strengthening of the local researchers. 




























































Required: Ph.D. in Agricultural Economics, or a related field; a minimum 
of five years post Ph.D, experience of working on developing country 
agriculture issues; solid publications record; strong skills in quantitative 
analysis and economic theory; excellent communication skills in written 
and spoken English; and desire to work in a collaborative environment, 
Expertise in the role of institutions and infrastructure in the functioning 
of rural markets is preferred, 


Applications: To apply please send a detailed letter of interest summarizing 
the relevance of your experience to [FPRI's needs, curriculum vitae, and the 
names and contact information of at least three references to E-mail: IFPRI- 
HRINTL@cgiar.org or Fax: (202) 862-8187, or mail to: IFPRI, Human 
Resource Services, Ref# 01-128, 2033 K Street, N.W., Washington, DC 
20006, USA. Position will remain open until October 31, 2001. 


Postdoctoral Fellowships (Ref# 01-127) 









IFPRI offers Postdoctoral Fellowships to researchers who received their 
degrees from developing countries. The objective of the program ts to 
generate sustained capacity to undertake policy research for solving food, 
agricultural, and natural resource problems in developing countries and to 
communicate the results for maximum policy impact 


Required: Applicants must have received their PhD within the last five 
years in agricultural economics, economics, political science, or social 
sciences or disciplines related to IFPRI research and outreach mandates 


Applications: To apply please send a curriculum vitae; brief synopsis of 
PhD dissertation; a two page write up that describes a proposed policy 
research problem in your home country related to one or more of the 
themes below and explain the data needs, availability, and methods of 
analysis; and a statement of intention to IFPRI, Ref# 01-127, Attn: Dr. 
Suresh Babu, 2033 K St., NW Washington, DC 20006, USA. Fax 202- 
467-4439, Email: S. Babu@cgiar.org 


Themes: IFPRI conducts research in the following areas: 1) micronutnent 
malnutrition, microfinance, gender and intrahousehold analysis, and 
urban household food security; 2) agricultural technologies, fragile lands, 
water Management, property rights, and public investment in agriculture; 
3) market reforms, income and crop diversification, postharvest systems, 
and rural income and export promotion; 4) macroeconomic policy 
reforms and agriculture, and regional trade arrangements; and 5) policy 
communication and capacity strengthening for policy research and 
analysis. Please visit our website at www.ifpri.org for more information, 
Position will remain open until October 31, 2001. Selected candidates will 
be expected to begin their stay at IFPRI in September 2002 for a 12- 
month pernod. 


IFPRI is an international and equal opportunity organization and believes 
that staff diversity contributes to excellence. IFPRI therefore encourages 
women and developing country nationals to apply. Please quote reference 
numbers in all queries and correspondence, 
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UNIVERSITY OF 


OXFORD 


Professorship of Management Studies 


The electors intend to proceed to an election to the Professorship of Management 


Studies with effect from as early a date as may be arranged. 


The Said Business School, the University of Oxford's Business School, is rapidly 
establishing itself as one of Europe's leading centres for management education. The School 
offers undergraduate and postgraduate courses, with the MBA as its flagship programme 


The person appointed will have an exceptional research record in any area of 
Management Studies including Accounting, Finance, Organisational Behaviour, 
Business Organisation, Human Resource Management, Strategic Management, 
Marketing, Operations Management, or The Management of Technology. Outstanding 
candidates in other fields may be considered. 


A non-stipendiary fellowship at Templeton College is attached to the professorship. 


Applications (eleven copies, or one only from overseas candidates), naming 
three persons who have agreed to act as referees on this occasion, should be 
received not later than 12th November 2001 by the Registrar, University Offices, 
Wellington Square, Oxford OX1 2JD, from whom further particulars may be 
obtained. Further particulars may also be accessed on the Web 
(URL: http://www.admin.ox.ac.uk/fp/) 


The University is an Equal Opportunities Employer. 





As one of the UK’s 
foremost 
representative 
organisations, the 
National Farmers’ 
Union promotes the 
interest of farmers, 
growers and the 
rural economy 
throughout England 
and Wales. We 
currently have the 
following vacancy 
within our 
Economics 
Department: 












NOM 
WC2 


Starting salary £27,525 Plus London 
Allowance and other benefits 


The role will involve providing cogent analysis of 
economic and strategic issues affecting the agricultural 
industry, such as reform of the CAP. WTO 
negotiations, expansion of the EU and other 
intemational and domestic agricultural policy | 
developments. The ideal applicant will probably 
have a good first degree in Economics. A post- 
graduate degree in the social sciences, particularly 
International Affairs would be of interest. Experience | 
in public policy analysis and excellent 

communication and public presentation skills would 
also be an advantage. 


For an application form and job description please 
ring our 24-hour recruitment line on 020 7331 7436 
or e-mail jane.joyce@nfu.org.uk. 


The closing date for receipt of completed application 









forms is 12th October 2001. 





NEU 











Tenders 


Republic of Cyprus 


Ministry of Communications and Works 


Concession Contract for the Re-Development of Larnaka Port 


The Ministry of Communication and Works (the "“Ministry"), on behalf of the Government of the Republic of Cyprus, and advised by 
PricewaterhouseCoopers, is initiating a tender process for the award of a concession contract to a suitable bidder (or consortium) for the re-development 
of Larnaka Port under a long term Design-Build-Finance-Operate style contract. 


Request for an Information Circular 

The Ministry invites prospective parties to apply to the address given below, for an Information Circular which provides more information on the 
proposed project, the transaction structure and the procurement process. All requests for the Information Circular should be received by 12:00 on 
12 October 2001. Parties who are interested in the potential of the project are requested to respond to the Information Circular, informing the Ministry 
of their interest and any views that they may have on the project. Appropriately qualified applicants will subsequently be sent a Preliminary Information 
Memorandum and an Invitation to Submit Outline Proposals. 


Project scope 
The Government's intention is to re-develop the existing port of Larnaka, transforming it into a major cruise passenger destination. This re-development 
will be undertaken as a public private partnership. 


The re-development is likely to include the reconfiguration of the existing port infrastructure (to include a larger vessel turning circle and the 
realignment of quays) and the development of the extensive land which is within the current port boundaries. The concessionaire will be required to 
undertake the port construction and real estate development, and to manage and operate passenger and commercial port operations. The form of the real 
estate development will have to be consistent with, and complementary to, the development of the port as a major cruise passenger destination. The 
Government is aiming to attract bidders with innovative re-development concepts and approaches, which will enable the Republic of Cyprus to 
maximise the project benefits and provide value for money. 


Please reply to: The Senior Control Officer, Ministry of Communications and Works, 28 Acheon Street, CY-1424 Nicosia, Cyprus; Tel. Number: +357 
2 800253, Fax Number: +357 2 776272 


PRICEWATERHOUSE(COPERS 


PricewaterhouseCoopers refers to the UK firm of PricewaterhouseCoopers and to the worldwide PricewaterhouseCoopers organisation The UK firm of 


PricewaterhouseCoopers is authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business. 
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Appointments 


Johann Wolfgang Goethe-Universitat 
Frankfurt am Main 


In order to promote excellence in research and teaching in Law and Finance 
the L aw School of the Johann Wolfgang Goethe-U niversitat Frankfurt 


is in ‘the process of ests ‘blishing anew Institute for L aw and Finance. Beginning 
in the fall of 2002 the Institute will offer a postgraduate LL.M. program for 
highly qualified lawyers who wish to serve the private or central banking 
communities of Europe and the world. The instructional language will be 
primarily English. 

The Dean of the Law School of the Johann Wolfgang Goethe-Universitit 
Frankfurt am Main invites applications for the position of a 


Tenured Full Professor for Law and Finance 
(Dresdner-Bank-Stiftungsprofessur 


fiir Wirtschaftsrecht/Law and Finance) 


The selected candidate will be qualified for a full professorship in his or her 
country. He or she will have a proven record of leadership and of excellence 
in research and teaching in one or more of the following areas: 


National and European Company Law 

Law of Central Banks 

Law of Corporate Finance 

European Regulation of the Financial Markets and European Institutions 
e Capital Market and Securities Law 


Fluency in both spoken and written English is essential, a working knowlegde 
of German (or the willingness to acquire it) is desirable. The Johann Wolfgang 
Goethe-Universitat strives to increase the proportion of women among its 
faculty and specifically encourages qualified women to apply. Disabled appli- 
cants with equal qualifications will be treated preferentially. 

Applications with c.v., copies of diplomas and certificate, a list of publications 
and independently held courses should be directed to: The Dean of Fach- 
bereich Rechtswissenschaft, Prof. Dr. Helmut Kohl, Johann Wolfgang 
Goethe-Universitat Frankfurt am Main, Senckenberganlage 31-33, 
60054 Frankfurt am Main, Germany, within 6 weeks after publication 








Business & Personal © 


Own Your Own 
Private Bank 





IMMIGRATE TO CANADA 
“We Can Help” 







25 Yours Experience in Immigraton Matters 


The law firm of Soren & Peterson 
FOR PROFIT, PRIVACY hitp://www.somjen.com 
AND TAX PROTECTION Email: sompen@ somjen.com 





T 1-604-444-1234 
Email: taxhavens@®aol.com 


www.ownyourownbank.com 
Offshore Corporations 


CANADA.. 
Banks, Trusts, Foundations 


ust one click away 
ros. O Bank A/Cs, Credit Cards 
pe ri Megioda O YV. OMI 


Sune 810, 1240 Bay Sireci 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (4163922 8083 Fax: (416/922 4234 
We Can Help” 


www, akcanada co 7 
gy renin A Kroc hak 


Canadian Immigration Lawyers 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION CONTACT: 


David Wain, 
London 





cost-effective prices 


United Kingdom 

RO 76369618 Fax: +44 (0) 20 76369617 

e mail econ ftorr-eap.com 

Delaware Sth Float, Morley House, 
314-322 Regent Street. 
London WIR SAG 


(US incorporations only) 
Tel: +) (907) 478 4460 
Faxt+) (302) 4784467 
e-mail: econ-dael@com-exp.com 


Company = 3 Express 


Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
davidwain @ economist.com 


Ruth Fox, 
London 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
ruthfox @ economist.com 





The Economist September 22nd 2001 





Conferences 89 


London 
Business 
School 


Understanding 
New Electricity 
Markets 


Re-structuring electricity utilities has been a major 
worldwide trend of this decade. For organisations 
which had previously operated as regulated local 
monopolies, or within the public sector, now to be 
successful in new competitive environments is a 
major challenge for managers and policy makers. 

At London Business School, the Energy Markets 
Group has been developing model-based, strategic 
insights into these issues for over 10 years, and again 


repeats its open 4-day Course: 


‘MODELLING & MANAGING 
COMPETITIVE ELECTRICITY MARKETS’ 
December 11-14 2001 


The course will help managers and analysts to 
develop their own business simulation models, and 
refine their insights on the way that electricity markets 


are evolving. For further details contact: 


Esther Welch 

Regent's Park 

London NW1 4SA 

Tel: +44 (0)20 7262 5050 
Fax: +44 (0)20 7724 7875 


e-mail: ewelch@london.edu 


www.london.edu/ds/electricity 


London Business School exists to advance learning and research in business and management 





9° Tenders 


Department for 


International 
Development 





Fulfilling Britain’s commitment to LTI Sar er aaae 


The Commonwealth Scholarship Commission in the United 
Kingdom, a statutory body set up in 1959, formulates policy and 
selects Commonwealth candidates of high intellectual promise 
for some 600 awards a year funded jointly by the Department 

for International Development (DFID) and the Foreign and 
Commonwealth Office (FCO), enabling them to pursue 

courses of study in Commonwealth countries other than their 
own. The candidates’ potential to make a distinctive contribution 
on return to their countries of origin is a key factor in selecting 
them to receive an award. 


This Commission consists of a Chairperson and between 

9 and 14 members appointed by the Secretary of State for 
International Development. The Chair and members are 
responsible for the policy, direction and operation of the UK's 
participation in the Commonwealth Scholarship and Fellowship 
Plan (CSFP). Following a recent review of DFID’s support for the 
CSFP, the Commission is implementing a long-term strategy to 
align its activities more closely with DFID’s overarching objectives 
and in particular to enhance its contribution to the development of 
skills and skills capacity in Commonwealth developing countries. 


A new Chairperson and up to eight new members now need to 
be appointed. The Chair will receive an annual honorarium of 
£5000. Commission appointments are unremunerated, but from 
1 January 2002 those serving on the Selection Committee will 
receive an honorarium of £200 per meeting. 


Interested parties should have reached a senior level in their own 
particular field. They must also have a combination of some of the 
following skills, experiences and attributes: 


COMMONWEALTH 
SCHOLARSHIP COMMISSION 


CHAIR — Leadership qualities; a good understanding of broad 
development issues; experience of developing countries; 
experience of higher education management; experience of 


human resource development. 





The Chair will become vacant in December 2001. It is expected 
that the incumbent will spend about 2 days per month on 


Commission duties. 


MEMBERS —A good understanding of broad development issues; 
experience of developing countries; knowledge of higher 
education and training; experience of human resource 


development. 


The Selection Committee meets about six times a year (plus | 
considerable reading time) to determine the 300 new awards ~< 
made annually (230 DFID, 70 FCO). In addition it also interviews 

UK applicants for awards provided by other Commonwealth 


countries for study overseas. 


Successful candidates will cover a range of disciplines including 
social sciences, natural sciences, health sciences and technology; 
taking into account relevance to international development 
issues, at least one is likely to have a background in development 


economics. 


TERMS OF ENGAGEMENT 


Initial appointments would be for three years, with the possibility 

of a further three-year term. Some vacancies will be filled | 
immediately, though some appointments will be deferred until « 
vacancies arise in the first half of next year. 


Expressions of interest with full CV should be sent to Robert Sandlan, AH375/3, Department for International Development, 
Abercrombie House, Eaglesham Road, East Kilbride, Glasgow G75 8EA, Fax: 01355 843138, 
Email: HROD3b1 @dfid.gov.uk Please indicate clearly for which post you are applying. 


Copies of the latest Annual Report of the Commonwealth Scholarship Commission in the United Kingdom can be obtained from 
the Association of Commonwealth Universities, John Foster House, 36 Gordon Square, London WC1H OPF, Fax: 0207 387 2655, 


Email: awards@acu.ac.uk 


The closing date for receipt of expressions of interest is 13 October 2001. 


The Department for International 
Development (DFID) is the UK’s 
government department responsible 

for promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 


halving the proportion of people living 
in extreme poverty by 2015. 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as 
the World Bank, UN agencies and the 
European Commission. Most of the 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 














lo star in the definitive multiplayer online wargame go to 


www.bullrun.historicalengineering.com - £7.60 ($11.15) for start up and first 


21 days play and £39 ($59) for each 21 days of play thereafter 


















WRITING AND EDITING 
Technical and General Writing 
and Editing of the Highest Quality 
for Clients Worldwide 
E-mail: mail @galapublishing.com 
Website: www.galapublishing.com 


Tel: +44 1707 890118 
Fax: +44 1707 895587 





but we also work elsewhere, including 
Latin America and in Central and 
Eastern Europe. 

DFID is committed to a policy of 

equal opportunities and encourages 
applications from all parts of the 
community. Selection is on merit. 





NEW AUTHORS + 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WAITE OR SEND YOUR MANUSCRIPT TO 


MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
www.minerva-press.co.uk 
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Belize Passport Consultants Ltd. 
Tel: + 501 149830 Fax: + 501 8 23785 
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www .offshore4business.com 


Email: offehore®4business.com 
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We deliver workable and cost effective solutions 
Since the 80s, The Sovereign Group has been 
advising thousands of individuals and companies 


IF YOU ARE 


on how to protect and maximise their assets. In a i s PIIA i 

| * Trading or investing internationally 
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: Jais * Seeking tax management solutions 
support and expertise of a global organisation to SovereignGroup.com 


* Seeking to protect your assets 


.. YOU SHOULD BE TALKING TO US. 


ensure you receive the correct professional advice 
and services. Call us at any of our 23 branches 
— if there's a legal way to reduce your tax bill 
we'll find it. 
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iE 
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‘Offshore & Onshore Companies + Full Administration & Accounting 
- Offshore Trusts - Offshore Corporate Credit Cards 
* Personal Tax Planning * Trademark Registration 


of our free 200 page brochure and initial advice i 


Colin Forster +44 (1624) 818922 
or Richard Cook +44 (20) 7317 0600 
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ái Economic and financial indicators 


Overview 


The world’s central banks cut interest rates, 


Output, demand and jobs 


% change at annual rate 
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in a joint effort to counter the economic tur- GDP ae tavaa bes prance sight ği l 
moil caused by the terrorist attacks in Amer- lgtr 1year 2001 2002 1 year 1 year latest  yearago 
ica. America’s Federal Reserve cut its key Australia +3.6 +14 02 +25 +4.0 -14 Qi +07 0 6.8 Aug 6.1 
federal-funds rate from 3.5% to 3.0%, its Austria e416 222 M e237 — 42:3 +8.0 Jun -3.3 May 3.9 Aug 3.6 
lowest in almost eight years. The European Belgium -24 +17 02 +19 +24 +52 Jult +53 Jun 11.6 Aug’ 11.9 
Central Bank followed suit, loweringits main Britain t14 421 Q +21 +26 -3.2 Jul +6.3 Aug 50 Jut 5.3 
lending rate from 4.25% to 3.75%. Sweden Canada +04 +21 Q2 +21 +28 — -24 Jon #35 dn -7.2 Aug 7.1 
and Switzerland too joined the Ecb’s rate- Denmark i EE re Bn OR OaS 
cutting move. The central banks of Canada France + 1.0 £23 @ -+22 +23 + 2.3 Jun -1.2 Jul 8.9 Jul a 
ae : hale yeaa Germany mil +06 Q2 +11 + 1.9 -1.5 Jul + 0.9 Jul 9.3 Aug 9.4 
and Britain also aid their bit with one-half Italy -0.5 +20 @ +19 +22 +17 æ +0.1 Jun 9.5 Apr 10.7 
and one-quarter percentage-point cuts, re- Japan -3:2 -07 © -046 +05 jj -65 Mo =2.4 Jun 5.0 Jul 4.7 
spectively. In Japan, whereratesarealready Netherlands #16 41.5 02 41.7 +25 + 0.7 Jun + 1.8 May 2.0 AugS 2.5 
near 0%, the central bank intervenedinthe Spain +19 +29 G2 +27 +28 -1.6 Jul na —  13OAg 139 
foreign-exchange market to help strengthen Sweden — #13 +14 02 420 F26 SLOGA +21 Jun 4.3 Aug* 5.1 
the dollar and hold down the yen. Switzerland +17 +20 02 +16 +19 +51 Qi +33 Jl 1.7 Aug? 18 
United States +0.2 +1.2 02 +16 +26 -48 Aug +38 Jul 4.9 Aug 4.1 
Stockmarkets were unimpressed by the co- Euro area +02 +17 í Q2 ars 1.8 " + 2.2. + 1.4 Jun + 2.1 Jun 8.3 Jul 8.8 ~~ 
ordinated rate cuts. The Dow Jones Indus- *Not seasonally adjusted. t May-Jul; claimant count rate 3.1% in Aug. 8Jun-Aug, 
trial Average fell by 685 points on September 
17th, when the New York Stock Exchange re- 
opened after a four-day closure. It fell fur- Prices and wages 
ther over the next two days. Germany's DAX a nt i Tha Beocieniit vol 
fell by 6.8% and France’s cac-40 declined by Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
5.5%. Japan's market was the only rich- ~ dyear yearago 2001 2002 ~~ lyear  yearago lyear yearago 
country stockmarket to rise, with the Nikkei Australia +60 02 +32 +40 +24 +56 02 +74 +37 Q2 + 3,9 
chalking up a net gain of 3.4%. Austria +25 Aug +27 +25 +18 +417 Aug +43 +28 Jul + 2.0 
Belgium +27 Aug +29 +25 +19 +4.0 Jul +89 +26 Q2 + 2.2 
In America, industrial output fell in August ee t ae a à e Hia $ es + n nas $ 3 t és 2 ? z3 
$ ee. n +2.0 Aug +é + fi + é; + Uy Jul +4. + L Jn + 3. 
for et ith straight month, leaving t down Denmark +25 Aug + 2.4 + 2.4 + 2.0 +15 Aug + 6.4 +47 Q2 + 338 
by 4.8% on the year. Consumer-price infla- France +19 hg 918 #18 #15 #¥23 dn +60. J&S Qi + 52 
tion inched up by 0.1%, after a 0.3% decline Germany +26 ug +18 626 +15 bishe 45.6 41.8 dm" 4 21 
in July. Italy +28 bug +26 +27 +20 +14 Jul +67 +25 Jm + 2.0 
Japan -08 W -0.5 -05 -04 +01 Aug +02 +14 Jur + 1.2 
Inflation also edged up in Britain. Retail- Netherlands +47 Ag + 2.5 + 4.6 + 2.5 +24 Jul +80 +44 Jul + 3.2 
price inflation excluding mortgages rose by Spain _+ 37 dug 43.6 +37 +28 +2.0 Jul +55 +34 Ml na 
0.4 percentagepointsin Augustto2.6te, Seth Ag thd 8d rk AIMO tay saa u ras 
ERS SER ROR SS CMGUNG 6 eT +22 +24 tg 9 SA 4h 2 tag 9 58 
inflation target. Euroarea +27 Aug +27 +27 #+18 +3 Jul +56 +26 Q1 + 2.4 
*Not seasonally adjusted. thew series. 
Euro-area growth slowed to 0.1% in the sec- 
ond quarter. German retail sales slipped by i 
0.1% month-on-month in July, below expec- Consumer prices 
tations of a 0.3% rise. After rising sharply earlier this year, inflation in the rich world has fallen back to rates y 
that are quite close to a year ago. The main exceptions are the Netherlands and Sweden, 
There was new gloom in the outlook for Ja- where consumer prices are now rising faster. In contrast, inflation has abated in Ire- 
pan. Consumer confidence in August was at land, although it still remains relatively high. Japan, where prices are now falling even 
its most depressed ever . The consumer-sen- faster than a year ago, remains an outlier. 
timent index, which rises above 100 when % change on a year earlier E August 2000 WEE August 2001 
more consumers expect a worsening econ- 5 
omyin the coming year, went up by 16 points 
to 148. This is the highest level of consumer 5 
worry since the survey began in 1977. : 
Gold prices climbed to $289 an ounce, from i 
$271 just before the terrorist attacks on Sep- 
tember 11th. But oil prices, which spiked 2 
briefly to $30 a barrel, have fallen back be- <4 
low their level before the attacks. 1 
+ 
0 
1 


Data on more countries are available to 
subscribers on www.economist.com 
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Fconomic and financial indicators 





Money and interest rates The Economist commodity price index 





































































































































































































1995=100 
Money supply* Interest rates % p.a. (Sep 19th 2001) ; % change on 
% change on year ago 3-mth money market 2-year 10-year gov'tbonds corporate Sep 1ith Sep 18th liad = 
pn. § narrow broad latest | yearago gov'tbonds latest yearago bonds Dollar index = ye 
Australia +17.7 +66 Jul 438 6.59 4.25 5.56 6.21 7.03 guitems. ati es ee ae 
Britain ‘= +7.1 +76 Jui 4.56 6.13 459 488 5.35 E a ee ar -a 
Canada +69 +48 Jul 318 5.59 3.38 523 Is O ns : > as 
Denmark +55 +10 Jul 413 650 4.10 5.05 5.66 7.04 ii 6s ee 9 Lee ae 
Japan +97 +3.4 Aug 0.01 0.31 0.04 1.37 1.86 1.43 eT? STES ae 
Sweden + 6.5 + 2.2 Jul (3.73 3.93 3.95 5.14 5.19 5.15 a - = — 
Switzerland +0.1  +2.6 Aug 2.75 3.46 3.64 3.20 e O ou 7 652 -24 -229 
United States + 4.0 +10.9 Aug 2.76 6.47 281 4.69 520 675 tngin 
Euroareal +33 +6.4 Jul 3.76 495 357 4.76 5.25 5.72 Allitems 71.6 72.0 - 3.3 -11.4 
* Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain Má. . {Germany for bonds. Benchmarks: US 30-year 5.54%, Japan Euro index 
No.234 1.41%. Central bank rates: US fed funds 3.00%, ECB refinancing 3.75%, BO) overnight call 0.002%, BOE repo 4.75%. Sources: Allitems _ 96.6 95.2 - 3.4 -148 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, Westpac, Yen index 
Thomson Financial Datastream. Rates cannot be construed as banks’ offers. All items 84.2 83.3 =»243 QD 
Gold 
Stockmarkets $ per oz 288.45 287.50 +40 +59 
Market indices West Texas Intermediate 
% change on $ per barrel 27.63 27.74 -16 -25.1 
2001 one record Dec 31st 2000 * Provisional. t Non-food agriculturals. 
Sep 19th high low week high in local in$ 
= 3 currency terms 
Australia (All Ordinaries) 2,974.1 3,425.2 2,895.4 -25 -132 -5.7 -16.2 
Austria (ATX) 1,114.4 1,245.8 1,052.2 -35 -358 +38 +28 
Belgium (Bel 20) 2,483.4 3,030.4 2.4834 - 44 -32.6 -17.9 -18.7 
Britain (FTSE 100) 4,721.7 6,334.5 4,721.7 - 33 -31.9 -24.1 -254 
Canada (Toronto Composite) 6,696.3 9,348.4 6,696.3 - 5.0 -41.2 -25.0 -28.2 
Denmark (KBX) 213.0 2943 2107 -47 -2394 -19.5 -20.1 
France (SBF 250) 2,495.2 3,820.2 2,495.2 2 - 5.7 -43.2 -33.8 -34.5 
(CAC 40) 3,888.9 5,998.5 3,888.9 -5.5 -43.8 -34.4 -35.0 
Germany (Xetra DAX) 4,041.8 6,795.1 4,041.8 - 6.8 -49.9 -37.2 -37.8 
Italy (BCI) 1,211.1 1,948.4 1,2028  - 6.7 -44,5 -368 -374 
Japan (Nikkei 225) 9,939.6 14,529.4 9,504.4 +34 -745 -27.9 -298 
~ (Topix) 1038.1 1,441.0 863.4 +48 -64.0 -19.1 -21.3 
Netherlands (AEX) 432.4 642.3 4265 -45 -38.4  -32.2 -32.9 
Spain (Madrid SE) 689.5 963.9 686.1 - 4.0 -39.8 -21.7 -22.5 
Sweden (AffarsvaridenGen) 185.4 293.1 184.9 -42 -53.7 -33.3 = 39.8 
Switzerland (Swiss Market) 5,652.1 8,135.4 5,628.3 - 3.2 -328 -30.5 -29.2 
United States (DJIA) 8,759.1 11,337.9 8759.1 - 8.8 -25.3 -188 -18.8 
(S&P 500) 1,015.3 1,373.7 1015.1 -71 -35 -34 -2831 
(Nasdaq Comp) 1,527.7 2,859.2 1527.7 -9.9 -69.7 -38.2 -38.2 
Europe (FTSE Eurotop 300)* 1,113.0 1,545.5 1,078.1 - 1.2 -34.7 -274 -281 
Euro area (FTSE Ebloc 100)* 908.5 1,404.1 913.1 —- 5.6 -414 -347 -354 
World (MSCI) 1 907.6 1,249.2 921.0 ° -44 -37.4 na -25.7 
World bond market (Salomon)? 456.5°* 451.0 420.6 +18 - 0.7 na +28 




















*In euro terms. 'Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
Salomon Smith Barney World Government Bond Index, total return, in dollar terms. ** September 18th. 





Trade, exchange rates and budgets 









































































































































Trade balance*, $bn Current account Exchange rate Currency units Budget 
latest 12 $bn The Economist poll trade-weighted! per per per per balance 
months latest 12 mths % of GDP, forecast Sep 19th year ago $ £ euro © ¥100 % of GDP 
51 l 2001 2002 Sep 19th yearago 20014 
Australia + 0.7 dul - 99 Q2 -28 - 3.1 67.6 73.4 202. 225 297 188 373 _ O 
Austria - 5.4 May - 47 Wl -24 -2.3 — 100.5 987 £148 16.2 21.7 13.8 12.6 -0.6 | 
Belgium #106 Jul +112 Mar +42 +45 99.5 97.2 A AE GA 03: 370 Or 
Britain - 44.9 Jun - 19.2 a1 -17 - 2.1 104.7 106.7 Ce O71 = 06) ‘666 - an 
Canada + 47.4 Jul + 25.5 Q2 + 3.1 23, 76.2 80.8 157 1.482.301.4634 2G 
Denmark + 6.8 Jul + 46 jul +14 + 1.4 103.2 98.8 8.01 881 118 7.44 6.83 2.9 
France + 0.2 ju +174 Who +15 +16 102.2 99.6 7.06 7.74 10.4 6.56 6.02 -0.5 
Germany +59.2 Jul - 21.3 Jui -10 - 0.9 99.2 95.9 210 23 -309 4.96. 1.79 -1.7 
Italy = + 36 Jn = 49 May -03 - 0.2 72.9 71.1 2,083 2,285 3,057 1,936 1,776 — -1.3 
Japan +843 Jul +925 M +2 + 2.0 141.8 160.5 _. ii 107 \ a o ae 
Netherlands + 18.9 Jun +137 Q2 +3.9 ESS 98.5 95.8 237 260 340 220 202 — 1.3 
Spain =: 38,9 Jun - 16.6 Jn -28 -23 | 74.6 729- 179 196 263 466 153 m 
Sweden #118 AEO 52 ll AAA + 2.3 NI 818 1046 9.86 15.4 9.72 8.92 3.6 
Switzerland + 0.3 Jul + 28.3 Q +109 +10.7 112.2 106.6 1.59 178 2.34 148 1.36 na 
United States -450.6 Jul -449.9 a2 -41 -40 1156 114.8 - - 147 0.93 085- 2.1 
Euro area + 2.5 Jun - 28.0 Jun - 0.2 - 0.1 80,1 74.9 1.08 1.18 1.58 - 0.92 -0.6 











*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. t1990=100, Bank of England. OECD estimate. 


aa Emerging-market indicators 


Overview 


Several Asian stockmarkets continued to 
slump as America prepared the next stage of 
its war on terrorism. India’s stockmarket fell 
by 7.5%, after its 6.1% fall last week, as fears 
of military action against Afghanistan in- 
creased. The Mumbai exchange is down by 
29.4% since the start of the year. Turkey's 
stockmarket plunged by 15.0%, despite a 2% 
rise on September 19th. 


Foreign direct investment in China fell by 
40% in August from the average monthly rate 
from January to July. As China prepares for 
its entry into the wTo, foreign direct invest- 
ment is expected to rise as the government 
opens more industries to foreigners. 


Inward FDI index 
The United Nations Conference on Trade 
and Development’s newly created in- 
ward FDI index measures foreign direct 
investment relative to a country’s share 
of global Gop, employment and exports. 
Index values greater than one show 
countries that are especially appealing 
to foreign investors. 


t= aat 23 42546 
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Economy 
% change on year earlier Latest 12 months, $bn Foreign 
GOP Industrial Consumer Trade Current reserves* 

production prices balance account $bn, latest 
China +78 2 + 8.1 Aug + 1.0 Aw +18.8 Aug +20.5 2000 183.9 Jun 
Hong Kong +0.5 02 -0.1 a -0.9 dul -12.1 wl +88 ù 113.7 Awg 
India +38 M +26 Wi č +40 Ju -55 W -23 M 42.5 Aug 
Indonesia +35 @ » o 473 & +12.2 Aug +24.5 m +63 a 28.2 Jul 
Malaysia = +05 @a2 -59 J + 1.3 Aug +15.4 Jul +74 a 26.9 dul 
Philippines +33 @ +11.2 Jun +6.3 Aug +45 Jul +78 May 12.6 Jun 
Singapore - 0.9 a -13.2 Jul +13 Jul +42 Aug +226 Q 74.4 Jun 
South Korea +27 @ j}—-59 Jul +47 dug +13.1 Awg +13.3 Jul 97.0 Jul 
Taiwan -24 QQ -10.4 Jul +0.4 Aug +13.8 Aug +14.1 Q2 110.1 Jul 
Thailand +19 Qe +21 Jul + 1.4 Aug +2.5 Jul +61 Ju 31.2 Jul 
Argentina -2.1 m -53 ag - 1.2 mg +26 Jul -90 Or 167 M 
Brazil +08 a2 +0.8 Jul + 7.3 Aug - 1.1 Aug -27.5 Ju 35.5 Jul 
Chile +34 Q + 0.3 Jul +38 ag +15 Wi -16 Œ 14.5 Jul 
Colombia +16 o +05 m +80 Ag +13 æn -07 Or 9.5 Jl 
Mexico nil az -33 MO +59 Aug -9.6 Jt -175 a2 408 mM 
a - 0.8 Jul = FS ww + 1.4 Aug -02 W -14 @ 8.4 Jun 
Venezuela + 2.9 Q2 na +12.9 Aug +15.6 ozt +11.1 a 10.6 Jul 
Egypt l + 6.5 20001 + 9.4 20001 + 2.2 Jun -99 i -02 a 12.9 May 
Israel +14 o -104 Jun +17 Aug -73 Avg -11 ü 24.2 Aug 
South Africa +25 2 + 1.0 Jul + 4.6 Aug +45 Jul +01 Qi 6.1 Jun 
Tu -93 Q2 -11.2 Jul +57.5 Aug -20.9 Jun - 3,7 Jun 17.2 Jul 
Czech Republic +3.9 a2. + 9.3 Ju + 5.5 Aug -35 ww -27 @ 13.4 Aug 
Hungary +4.0 2 7-08 Ju + 8.7 Aug -22 Ju -15 Ju 12.0 Aug 
Poland +23 a + 1.1 Jul + 5.1 Aug - 9.9 Jul -6.8 Jul 27.0 Jul 
Russia +49 1 +2.9 Jul +20.9 Aug +58.4 Jul +45.9 Qi 33.7 Aug 


"Excluding gold, except Singapore; IMF definition. TYear ending June. tNew series 

































































































































































Financial markets 
Currency units Interest rates  Stockmarkets % change on 
per $ per £ short-term Sep 19th Dec 31st 2000 
Sep 19th yearago Sep 19th % p.a. one in local in$ 
week currenc terms 

China 8.28 8.28 12.1 na 1,905.6 -1.5 -13.1 -13.1 
Hong Kong _ 7.80 7.80 11.4 2.77 9,558.2 +0.7 -36.7 -36.7 
India 48.0 45.6 705 7.00 2,804.2 -75 -294 -314 
Indonesia 9,605 8,800 14,098 17.89 422.5 Fi #48 +2.2 
Malaysia 3.80 3.80 5.58 3.30 633.5 -8.3 -6.8 -6,8 
Philippines i4 ar Ha 20 DIr oA -20.6 -22.7 
Singapore 1.74 1.746 2.56 2.06 1,362.2 -7.5 -30.3 -30.6 
South Korea 1,297 1,110 1,903 4.5 4868 ERS -3.5 -5.9 . 
Taiwan 34.6 31.1 50.7 3.55 3,781.2 -9.5 -20.3 -23.7 
Thailand 44.2 41.7 64.8 3.00 287.1 -13.1 +6.7 +48 
Argentina 1.00 1.00 1.47 15.80 268.6 -1.4 -35.6 -35.7 
Brazil 2.71 1.83 3.97 19.06 -105541 .=9$0 =32.3 -51.3 
Chile 691 566 1,014 0.43" 5,394.0 -2.1 +10.8 -8.0 
Colombia 2,343 2,210 3,438 12.05 954.1 sE O p na 
Mexico 90 98 B3 s0 ANo o G 
Peru : 3.49 3.47 2 S 6.40 1,264.9 -0.8 +4.7 +5,7 
Venezuela 743 690 1,091 13.63 7,050.0 -2.7 +3.8 -2.3 
Egypt -426 3.52 6.25 881 6,2073 -0.3 -19.0 -25.9 
Israel 4.32 4.04 6.34 4.47 «367.8 -23 -25.6 -30.4 
South Africa 8.64 7.12 127 9.53 7,873.7 -2.9 -54 -172 
Tur 1,504,000 665,820 2,207,571 57.00 7,899.4 -15.0 -16.3 
Czech Republic 37.0 411 542 534 330.9 +0.1 -30.8 -29.6 
Hungary 278 303 408 11.00 5,927.6 +3.1 -24.5 -23.4 
Poland 4.20 4.49 6.16 14.49 — 12,256.1 -2.3 -31.3 -32.4 
Russia = 5 — 278" S 2500 199.2 +21 +42.9 +39.0 
EMF(MSCI)$ 1.00 1.00 1.47 na 259.7 -6.6 — na -22.2 
EMBI+8 1.00 1.00 1.47 na 204.6 -2.0 na +1.3 





*Inflation adjusted. tin $ terms. tEmerging Markets Free. $J.P. Morgan Chase's Emerging Markets Bond Index Plus. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; Economist Intelligence Unit; Reuters; 


Warburg Dillon Read; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy: FIEL; EFG-Hermes; Bank 
Leumi Le-Israel; Standard Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 


Data on more countries are available to subscribers on www.economist.com 
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We develop innovative pharmaceuticals for the treatment of cancer. 


So that cancer doesn’t stand in the we 


Millions of people are diagnosed with cancer every year. This disease hampers the 
prospects of many for a long and full life. At Aventis, one of the world’s leading pharmaceutical companies, 
we offer innovative drugs for the treatment of common cancers, such as breast, lung and colorectal cancer. 
Our scientists are utilizing new technologies, including gene therapy and immunology to develop new agents 
for the treatment of head and neck, lung and gastric cancer. Our goal is to develop more effective treat- Lin pn 
ments for cancer; ones that give people a better chance to make their dreams come true. 





Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 
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g The world this week 


Fight against terror 


The United States detained 
over 350 suspects in relation to 
the terrorist attacks of Sep- 
tember 11th. Nearly 400 oth- 
ers are being sought for 
questioning. None of the de- 
tainees has been charged with 
any crime directly related to 
the assault. 





George Bush announced mea- 
sures to stop the financing of 
terrorism. He ordered the 
freezing of assets belonging to 
12 organisations, 12 individ- 
uals and three charities, in- 
cluding those of Osama bin 
Laden, his al-Qaeda organisa- 
tion and individuals associ- 
ated with him. Mr Bush 
promised action against for- 
eign banks that did not co-op- 
erate with anti-terrorist 
measures and a task-force to 
combat the problem. 


Mr Bush unveiled plans for 
greater safety in the air in- 
cluding armed marshals on 
planes and increased security. 
America’s largest pilots’ union 
called for a change in the law 
to allow pilots to be sworn in 
as federal agents mandated to 
carry guns in the cockpit of 
their aircraft. 


As American and allied forces 
prepared to strike against Af- 
ghanistan, aid workers in Pak- 
istan readied themselves for 
an expected 1m refugees. 


Saudi Arabia cut off dip- 
lomatic relations with the Tali- 
ban regime in Afghanistan. 
Since the United Arab Emir- 
ates had already severed rela- 
tions, only Pakistan now has 
ties with the Taliban. The Un- 
ited States, however, said it 
was not seeking to overturn 
the regime. 


President Vladimir Putin of 
Russia said he would support 
the forces of Afghanistan's 
Northern Alliance in their 
fight against the Taliban as 
part of his co-operation with 
America’s battle against ter- 
rorism. He also said he might 
talk to the leader of Russia’s 
breakaway republic of Chech- 
nya, which is still fighting for 
its independence. 


In response to the terrorist at- 
tacks, foreign ministers from 
Latin America invoked the Rio 
treaty, a mutual-defence pact 
dating from the cold war, and 
pledged to co-operate in the 
struggle against terrorism. But 
polls suggested that public 
opinion in Latin America is 
cool towards an American 
military response. 


Spanish police said they had 
broken up a cell of people 
linked to Osama bin Laden. 


Politics 


Under intense American pres- 
sure, and despite reduced but 
continuing violence, Ariel 
Sharon dropped his opposi- 
tion to a meeting between his 
foreign minister, Shimon 
Peres, and Yasser Arafat. The 
two met at Gaza airport and 
agreed to try to extend the 
fragile Israeli-Palestinian 
ceasefire, and to meet again. 


President Robert Mugabe's rul- 
ing party won a by-election in 
Zimbabwe. There was pres- 
sure on the Supreme Court, 
which is expected to rule 
soon, for the second time, on 
the legality of farm seizures. 


Frederick Chiluba, Zambia’s 
president, lost one of his clos- 
est allies when Michael Sata 
left the government and his 
job as national secretary of 
the ruling party. He claimed 
that Mr Chiluba’s choice of 
candidate for the presidential 
election that must be held this 
year was illegal. 


Poland turns left 

In Poland’s general election, 
the ex-communist Democratic 
Left Alliance won easily, with 
41% of the vote. The outgoing 
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centre-right government, 
based on the Solidarity trade- 
union movement, took only 
6% of the vote—and no seats in 
parliament at all. 


Speculation mounted that 
Germany’s Greens, many of 
whom oppose American 
plans for military action 
against terrorists, might with- 
draw from their country’s rul- 
ing coalition, forcing the Social 
Democrats to seek new part- 
ners or govern in a minority. 





NATO troops in Macedonia 
completed their collection of 
weapons handed in by ethnic- 
Albanian rebels as part of a 
peace plan. The country’s par- 
liament approved constitu- 
tional amendments to give 
ethnic Albanians a better deal. 
But its government wrangled 
over how big NATO's fol- 
low-up force should be and 
over how long it should stay. 


Turkey’s parliament voted to 
change the constitution to 
help bring it closer to EU 
norms. Among other reforms, 
restrictions against the use of 
Kurdish are to be loosened. 


A gunman, apparently witha 
local grudge, killed at least 14 
people after storming into a 
local assembly in Zug, in cen- 
tral Switzerland. 


Recruitment drive 
Human-rights groups in Sri 
Lanka appealed to the Tamil 
Tigers not to recruit child sol- 
diers. The Tigers, who seek a 
separate state for Tamils in the 
north-east of the island, are re- 
ported to have asked every 
household in the region to 
provide one new recruit. 


In Macau’s first election since 
the former Portuguese colony 





was returned to China in 1999, 
a pro-democracy group gained 
two of the ten directly elected 
seats in the largely appointed 
legislature. The result was 
reckoned good for the demo- 
crats, who have complained 
of corruption and vote-buying 
by other groups. 


As part of a campaign to save 
energy, civil servants in Thai- 
land have been told to re- 
move their jackets at work so 
that less air conditioning is 
needed to keep them cool. 


A third term for Giuliani? 
In New York’s postponed 
mayoral primary, Michael 


Bloomberg easily won the Re- ™ 


publican contest. Two Demo- 
crats, Mark Green and 
Fernando Ferrer, now face a 
run-off. Popular support for 
Rudy Giuliani, the term-lim- 
ited mayor, to remain in the 
post was strong. 


In another embarrassment for 
America’s intelligence ser- 
vices, the FBI charged a senior 


Pentagon analyst with spying + 


for Cuba. 





The price of coffee sank to its 
lowest level in three decades 
as the Association of Coffee 
Producing Countries scrapped 
a failed buffer-stock scheme. 
Tens of thousands of labour- 
ers have been laid off in Latin 
America this year as coffee 
prices have fallen below pro- 
duction costs. 


The trial began of 20 people 
accused of helping to arrange 
a bomb attack on a Jewish 
welfare centre in Buenos Aires 
which killed more than 80 
people in 1994. The bombers 
themselves have never been 
caught. Intelligence sources 
claim that they were from Hiz- 
bullah, a Lebanese group. 
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The federal government 
agreed an aid package for 
America’s airlines to protect 
them from the aftermath of 
the terrorist attacks on Amer- 
ica which left cabins nearly 
empty. The airlines, most of 
which were in trouble before 
September 11th, were prom- 
ised grants and loans totalling 
$15 billion, to be distributed 
by size rather than long-term 
health. 


Governments worldwide 
agreed to cover national air- 
lines after insurers limited li- 
abilities on third-party 
damage for similar terrorist 
incidents to $50m per aircraft. 
Many airlines said that they 
could not afford to fly unless 
governments intervened. 


Airlines responded to falling 
business by cutting staff and 
services. America’s Delta Air 
Lines cut its workforce by 
13,000, some 16% of the total, 


and reduced schedules by 15%. 


Italy’s Alitalia announced 
that it would lay off 17% of its 
workforce and ground some 
planes. Air Canada said it 
would shed 5,000 staff and 
cut 20% of its schedule. KLM 
Royal Dutch introduced a sur- 
charge on ticket prices and in- 
creased prices on fares to the 
Middle East. 


America’s insurance indus- 
try, also hard hit, is likely to 
get help against the risk of fu- 
ture terrorist incidents. Law- 
makers are considering 
legislation that would make 
the government the insurer of 
last resort in the event of fur- 
ther assaults. 


Lloyd’s of London, the insur- 
ance market, estimated that its 
net share of the insurance bill 
for the attacks would be £1.3 
billion ($1.9 billion). This 
would be Lloyd’s biggest-ever 
- single loss. 


Profits at big investment 
banks are on the wane. Leh- 
man Brothers said its profits 
were down by 32% in the past 
quarter compared with a year 
ago. Goldman Sachs reported 


a decline of 43%, Bear Stearns 
one of 26% and Morgan Stan- 
ley one of 41%. 


On the wane 


j Lacking confidence 
US consumer confidence, 1985=100 
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Source: The Conference Board 


America’s economy ap- 
peared to be foundering. The 
Conference Board's measure 
of consumer confidence—only 
partly accounting for feelings 
after the terrorist attacks—fell 
sharply in September. Car 
makers said that they ex- 
pected sales, an informal lead- 
ing indicator, to fall by up to 
20% in September compared 
with a year earlier. 


The IMF predicted further 
gloom for the world econ- 
omy. In its World Economic 
Outlook it forecast global 
growth of 2.6% this year, 
down from a previous esti- 
mate of 3.2% six months ago. 
But this forecast was not up- 
dated to take account of the 
terrorist attacks on America. 
The rmr’s chief economist, 


Kenneth Rogoff, suggested 
that a recession in America 
was a “done deal”, though he 
later withdrew the remark. 


European Union leaders de- 
cided that budget deficits 
should be allowed to rise 
above pre-agreed limits this 
year to cushion member coun- 
tries as the world economy 
worsens. The European Cen- 
tral Bank said that this was 
within the terms of the “stabil- 
ity pact”, which is meant to 
penalise member countries 
that allow deficits to rise 
above 3% of GDP. 


GE force 

Jeffrey Immelt, who suc- 
ceeded Jack Welch as chief ex- 
ecutive of General Electric in 
early September, forecast that 
profits this year and next 
would rise by 10% or more de- 
spite the terrorist attacks and 
the struggling world economy. 
He claimed that GE was “built 
to outperform” but noted that 
a large-scale war could harm 
the company’s prospects. 


Kvaerner, a heavily indebted 
Anglo-Norwegian engineering 
company, teetered on the 
brink of bankruptcy. Banks 
agreed to extend short-term 
loans but the company’s plans 
to raise some NKr2 billion 
($230m) with a rights issue 
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were met with little enthusi- 
asm by investors. The com- 
pany’s shares lost 80% of their 
value over the past week. 


EMI revealed that pre-tax pro- 
fits for 2001 would be down 
by around 20% compared 
with the year before; its shares 
responded by plummeting 
35% in one day. The British 
music group, which failed to 
clear regulatory hurdles in 
merger attempts with both 
Bertelsmann and AOL Time 
Warner, looks an invitingly 
cheap target for a takeover. 


Advanced Micro Devices, the 
world’s second-largest chip 
maker, announced that it 
would cut 2,300 jobs, some 
15% of the total, after Gateway, 
a big pc maker, phases out its 
line using AMD's chips. 


Procter & Gamble, the 
world’s leading consumer- 
goods company, abandoned a 
health-drink and snack joint- 
venture with Coca-Cola, the 
world’s biggest soft-drink firm. 
After reconsidering the much- 
heralded deal, claimed as a 
trailblazer for the future of 
global distribution and mar- 
keting, the two firms decided 
to pursue separate strategies. 





Other economic data and news 
can be found on pages 108-110 
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Closing in 


So far, so good. But there is a long way to go 


N THE two weeks since Sep- 
tember 11th, there has been a 
_ lot to surprise the many quasi- 
professional denigrators of 
America who lurk abroad, espe- 
cially on the West European left. 
_ The United States did not imme- 
diately lash out in a vengeful 
rage. President George Bush did not fall on his face or reach for 
his gun; instead he has shown considerable amounts of skill, 
subtlety, leadership and, above all, intelligence. Countries in 
the Middle East and Central Asia, in the midst of which sit the 
al-Qaeda terror bosses and their Taliban hosts in Afghanistan, 
did not rush to gang up on America; instead almost all offered 
some degree of support, forming a fragile but nevertheless re- 
markable coalition. All of this will have surprised not only the 
anti-American pundits but also a rather more important 
group, the anti-American terrorists themselves. The campaign 
against them has got off to a very good start. 

But it is only a start. The campaign already has many di- 
mensions: co-ordination of financial controls, an interna- 
tional police investigation, diplomatic pressure, careful reas- 
surance of Muslims both within America and elsewhere, the 
encouragement of new peace talks between Israel and the Pal- 
estinians, the encirclement of Afghanistan with allies and 
with military forces. Yet the next stage will also be the trickiest: 
the beginning of military action inside Afghanistan. Every- 
one, not least the Americans, has been at pains to stress that 
this action will be only one part of the effort, and that it will 
notinvolve a massive, spectacular landing such as on D-day in 
1944 or a huge bombing raid. Even so, the conduct of that ac- 
tion—and its success or failure—will have an immense effect on 
all the other dimensions of the campaign. 





Remember Sarajevo 

# Itis easy to outline the risks. They begin with the dilemma sur- 
rounding the very aim of the military action. On September 
20th, in his stirring speech to Congress, President Bush sug- 
gested that there would be two targets: al-Oaeda, with its boss 
Osama bin Laden; and the Taliban regime itself. Since then, Mr 
Bush’s officials have been retreating from that language, seek- 
ing to focus solely on al-Qaeda (see page 39). This may well re- 
flect worries among America’s front-line allies, notably Pak- 
istan, but also perhaps some Arab countries, that a broader 
aim could invite retribution by the Taliban against them, and 
that more Afghan refugees might soon be heading their way. 


In fact, it is hard to see how the terrorist infrastructure in Af- 


ghanistan can be destroyed without also bringing down the 


¥ Taliban, so both aims may be necessary. But then the risk is 


that Afghanistan will be left with no government at all, and 
could become even more unstable and troublesome. 

The worries move on to instability elsewhere. Clumsy mili- 
tary action could recruit more Pakistanis to the terrorists’ 
cause, and they might overthrow their own government if 
they can find support within the country’s military and reli- 
gious establishments. Saudi Arabia is not the only Arab state 


at risk, but it is the most important—because of its wealth, its 
holy sites and the weakness of the dynasty that rules it. Most 
probably, al-Qaeda's greatest hope would be the overthrow of 
the Saudi ruling family by factions that were not only funda- 
mentalist (as the House of Saud already is) but would also 
eject America’s military bases from Saudi land (see page 23). 
That danger explains why the Saudi government has given 
America such ambiguous support: it has backed its efforts dip- 
lomatically and has broken off relations with the Taliban, but 
has also refused to allow the American bases to be used for the 
military effort in Afghanistan. 

The risks can be summed up by historical analogy. Since 
September 11th, there has been much reference to the ap- 
peasement of Hitler in Munich in 1938. In Munich, as Churchill 
put it, the appeasers had a choice between war and dis- 
honour, and chose dishonour; but that meant only that there 
would also eventually be war. This is the case for fighting the 
terrorists, rather than meekly asking them for their demands 
and waiting for the next outrage. But there is also the analogy 
of Sarajevo in 1914, when a terrorist's assassination of the heir 
to the Austro-Hungarian throne led to a chain of events cul- 
minating in the first world war. America’s task is to avoid such 
a chain. The terrorists’ hope will be to bring it about, probably 
through further provocations and atrocities. 


Opportunity out of unity 

The dangers are great. But that was clear the moment the at- 
tacks on New York and Washington took place, as was the fact 
that not to act against the terrorists would be more dangerous 
still. Whatis striking now, a fortnight later, is that there are also 
opportunities. And those opportunities, hard though they 
may be to realise, are also great. 

The coalition that America has assembled is extraordinary. 
An alliance that includes Russia, the NATO countries, Uzbeki- 
stan, Tajikistan, Pakistan, Saudi Arabia and other Gulf states as 
well as acquiescence from China and Iran would not have 
been imaginable on September 10th. It reflects a combination 
of things: horror at the sudden slaughter of more than 6,500 
people; enmity towards Afghanistan; self-interest in gaining 
western support against domestic rebels; an acknowledgment 
of America’s military and economic importance. 

Such an alliance, as well as being fragile in the face of mili- 
tary action, poses dilemmas. Rather as during the cold war 
against Soviet communism, as soon as foreign policy comes to 
be seen solely through the prism of a single fight, in this case 
against terrorism, so other considerations, such as democracy 
and human rights, become forgotten. Friendship with Iran, 
China or indeed Pakistan involves friendship with dictators, 
who are often brutal. 

So long as this fight is conducted with deliberation and 
resolution, however, it ought notto be as long and all-consum- 
ing a fight as that against communism, so those other consider- 
ations need not be shelved in the same way. Permanent ob- 
ligations need not be incurred. Meanwhile, the chance of 
exploiting the alliance and its associated alignment of inter- 
ests to make progress on some of the world’s most intractable »» 





> disputes is real. 

On top of the list come Israel and Palestine, and Kashmir. 
Pressure from America, along with a heightened sense of vul- 
nerability on both sides, could push the Israeli and Palestinian 
leaderships to resume serious peace talks (see page 49). Nei- 
ther side shows signs of relishing the thought, but the pos- 
sibility is there. As for Kashmir, India is acutely conscious of 
the American backing that Pakistan’s government may in fu- 
ture enjoy, both as a result of its immediate support but also 
amid a common effort to stabilise the region if the Taliban are 


Government reaction 


Liberty v security 


indeed defeated. At that point the role of Pakistan’s own Is- 
lamic militants, who are active in Kashmir, could recede, mak- 
ing peace easier to contemplate. 

And then there are the small matters of Russia and China, 
great powers with which America has had a scratchy relation- 
ship of late. At least with Russia, the prospects of smoother 
times, along with a recognition of the two countries’ mutual 
interests in improving security and containing nuclear prolif- 
eration, now look good. The risks may be great. But there are 
great prizes to reach for too. m 


The current emergency justifies a shifting of the balance—but under clear democratic controls 


EORGE BUSH correctly 

called the attack on Amer- 
ica “an attack on freedom”. It 
was also, to some extent, an “at- 
tack through freedom.” The ter- 
rorists were able to strike at the 
world’s most open society 
partly by exploiting its open- 
ness. Now, as western governments rush to block these loop- 
holes, many fear that they will inadvertently finish what the 
terrorists began—and curtail the very freedoms which they are 
fighting to protect. 

In America, Mr Bush, who came to power hoping to reduce 
the reach of government, is overseeing an increase in its pow- 
ers (see page 39). Some of that is planned through new pro- 
grammes and activities, but some has reflected immediate ac- 
tion by the FB1 and police: more than 350 people have already 
been arrested under emergency rules. In Britain, the debate 
about introducing national identity cards has gained new vig- 
our (see page 58). In many countries, leaders are looking at 
tougher “anti-terrorism” laws ranging from surveillance and 
powers of arrest to financial disclosure and racial profiling. As 
one headline has it, “thousands dead, millions deprived of 
civil liberties.” Politicians acidly reply that theoretical liberties 
were not of much use to the dead in the World Trade Centre. 

Amid all this sound and fury, both sides need to consider 
the fundamental question: in light of the attack, where must 
the balancing point between security and liberty be set? Civil 
libertarians should begin by admitting that, contrary to much 
of their rhetoric, some sort of a balance has always had to be 
struck. Even fundamental freedoms—for instance, that of 
speech—are not absolute. People who shout fire in a crowded 
theatre can expect to be arrested. Defence is the area in which 
freedoms are most often restricted. Most democracies already 
grant some discretion to their policemen over whom they in- 
vestigate, and offer broad protections for secrecy. Many re- 
quire their citizens to carry identity cards. 

Next, libertarians need to accept that, from a security point 
of view, September 11th was genuinely a day when the world 
changed. To be sure, that change was most dramatic in Amer- 
ica, a country which has had relatively few terrorist attacks of 
any sort. But even for western countries that have been ex- 
posed to bombs and bullets for longer, the bombings of the 
World Trade Centre and the Pentagon unveiled a new level of 





threat. The scale of the outrage (the death toll was ten times 
larger than any comparable tragedy), the use of suicide bom- 
bers, the lack of warning, the conversion of aircraft into flying 
missiles, all should serve as prompts to re-examine old proce- 
dures and question established liberties—be they “the free- 
dom” to carry and buy knives at airports or “the freedom” to 
stash your money in a numbered account in Liechtenstein. 

However, if libertarians must accept that something 
changed on September 11th, authoritarians need to accept that 
not everything did. Many of the failures of security were not 
connected to unrestrained liberty, and some measures cur- 
rently being floated are only tangentially linked to the disaster. 
Most Britons would not worry too much about carrying iden- 
tity cards, since they already carry many bits of plastic that 
serve to identify them; the main objection would be to being 
charged with a crime, or held on suspicion, simply if they have 
left their card at home. Nevertheless, supporters of identity 
cards have overlooked the fact that the hijackers did produce 
identity papers of one sort or another at the airport. Several 
were travelling under stolen passports. Identity theft is a grow- 
ing crime in America—and presumably would be even worse 
in Britain, where records are appalling. 

On the whole, the security lapses in America had less to do 
with liberty than inefficiency. Security was found wanting, 
partly because it had to deal with what once seemed an un- 
imaginable threat and partly because, on the evidence avail- 
able, it did not work well. In particular, America’s lavishly- 
funded intelligence services failed to spot that dozens of co- 
horts of the country’s “public enemy number one” had 
entered the United States, were taking flying lessons and loi- 
tering around airports. Much of the failure can be ascribed to 
an old-fashioned lack of informants and poor collation of ex- 
isting information, though restrictive laws on wiretapping 
and other surveillance methods cannot have helped. 


The emergency v the longer term 

The most important distinction that will need to be drawn is 
between those measures that are necessary because of a cur- 
rent emergency and those that are desirable for the longer 
term. With military action likely to prompt further atrocities 
from terrorist groups, the case for greater emergency powers 
of surveillance and arrest is strong in any country in which re- 
taliation could occur. Such powers should, however, be 
granted only with sunset clauses attached so that they need to »» 
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> be reconsidered in a democratic forum before they can be rein- 
stated. Such powers should also remain subject to case-by- 
case judicial approval—when practical, in advance, but if nec- 
essary, in retrospect—in order both to avoid their misuse and 

» tomaintain public confidence. 

The longer term will pose tougher issues, for even then the 
security will be needed not against a visible enemy such as an- 
other country but against an invisible, potential enemy which 
September 11th showed could come from many quarters. Effi- 
cient security, whether at airports or in any other public place, 


The hubris of the West 
Is globalisation doomed? 


According to its critics, globalisation has a lot to answer for 


N CHOOSING the World 
Trade Centre for their princi- 
pal target, the terrorists were 
striving not merely to kill as 
many Americans as they could, 
but also to tear down a potent 
symbol of America’s economic 
might, of its ideas and values, of 
capitalism. If the shock of the attacks and the war on terrorism 
that is just beginning do lead to global recession, as many fear, 
the West's faith in market economics may indeed be tested. If 
this happens, will it be right to see it as merely a brief swerve 
in sentiment, as one would expect in any severe economic 
slowdown? Or does the terrorist “backlash” against the ideol- 
ogy of America and the West, if that is what it was, demand a 
deeper response—a reappraisal, even, of that very ideology? 
Some in the West are arguing that it does. John Gray, a pro- 
fessor at the London School of Economics and a much-quoted 
thinker on these matters, spoke for many last week when he 
declared that the era of globalisation is over. “The entire view 
of the world that supported the markets’ faith in globalisation 
has melted down...Led by the United States, the world’s rich- 
est states have acted on the assumption that people every- 
-where want to live as they do. As a result, they failed to recog- 
nise the deadly mixture of emotions—cultural resentment, the 
sense of injustice and a genuine rejection of western moder- 
nity—that lies behind the attacks on New York and Washing- 
ton...The ideal of a universal civilisation is a recipe for unend- 
ing conflict, and it is time it was given up.” 





Wicked and dangerous 
Is there no limit to the crimes for which globalisation must be 
held to account? Not only does it oppress the consumers of the 
rich West, undermine the welfare state, emasculate democ- 
racy, despoil the environment, and entrench poverty in the 
third world; we knew all that already. In addition, we now 
€ find, it is a utopian scheme for global ideological conquest- 
like Stalinism, minus the compassion. Truly, the idea that peo- 
ple should be left free to trade with each other in peace must be 
the most wicked and dangerous doctrine ever devised. 

Either that, or a lot of people are talking nonsense. In fact, 
this is a distinct possibility. Western governments do a poor 
job of explaining and defending globalisation—so poor as to 
breed disaffection with democratic politics. This does not alter 


is itself a challenge to liberty for it steals away time, involves 
intrusive searches, and restricts freedoms of movement and 
behaviour. The likelihood must be that, as long as it is done in 
a way that is non-discriminatory and subject to legal controls, 
people in democratic countries will choose to accept such se- 
curity in their own interests. But as this campaign proceeds 
and as the debate develops, they will have to be given that 
choice, either directly or through their elected representatives. 
Democracy is, after all, another of the values that the terrorists 
have sought to challenge. = 


the fact that the substantive charges of the anti-globalists fail to 
stand up. This week, we publish a survey reviewing their argu- 
ments. We had intended it to coincide with the annual meet- 
ings of the rmF and the World Bank, scheduled for this week- 
end but cancelled after the attacks; the article was written (for 
the most part) before September 11th, but in view of the links 
that are being drawn between the perils of globalisation and 
anti-western rage, we believe it remains relevant. Globalisa- 
tion undermines neither the welfare state nor democracy, our 
survey argues; it is entirely consistent with sound environ- 
mental policies (see also pages 79-81); above all, far from in- 
creasing poverty in the third world, itis the most effective force 
for reducing poverty known to mankind. 

But what about the view that globalisation is a kind of cul- 
tural conquest? This too is plainly wrong. Under a market sys- 
tem, economic interaction is voluntary. This is the market's 
greatest virtue, greater by far than its superior productivity. So 
there is no reason to fear that globalisation itself threatens tra- 
ditional non-western cultures, such as Islam, except in so far as 
individual freedom threatens them. McDonald’s does not 
march people into its outlets at the point of a gun. Nike does 
not require people to wear its trainers on pain of imprison- 
ment. If people buy those things, it is because they choose to, 
not because globalisation is forcing them to. 

In some countries, governments may see globalisation as a 
threat to their power as tyrants. They probably overstate the 
danger, but in any case we leave Mr Gray to speak for them. 
Where governments reflect the preferences and beliefs of 
most citizens, democratically or otherwise, and where those 
preferences call for cultural distinctness and non-western val- 
ues, economic integration does not militate against diversity, 
least of all against religious diversity. In the West, globalisa- 
tion has been running at full power for years. Has it mashed 
the United States, France, Italy, Germany, Sweden and Japan 
into a homogeneous cultural putty? It has not, and there is no 
reason why it ever should. 

This is not to say that the future of globalisation is assured. 
Far from it. Economic liberty suffered a terrible reverse in the 
1930s, thanks to war, financial breakdown and bad govern- 
ment. That brought one era of globalisation to an end, and his- 
tory could repeat itself. Let us at least agree, however, that if 
governments allow this to happen it would be a tragedy—and 
not for the rich West, first and foremost, but for all the poor of 
the developing world. = 
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Having second thoughts? 


WASHINGTON, DC 


America has a strange enemy to confront and a motley coalition to manage. Itis 


struggling to define its strategy 


N THE ground, the week that began 

with American warplanes roaring to- 
wards Afghanistan had a tentative, almost 
muted quality. The Taliban claimed to 
have shot down an unmanned American 
spy plane. There were unconfirmed re- 
ports that four of Britain’s Special Air Ser- 
vice (sas) commandos had been shot at 
near Kabul. Otherwise, an anxious calm 
prevailed. 

Protracted and meticulous military 
preparations, so different from the all-out 
assault some had expected by now, had 
their counterpart in diplomatic and politi- 
cal developments in Washington. America 
and its allies seemed to slow, perhaps only 
briefly, their momentum towards full- 
scale military engagement. And the goals 
of the operation itself were refined—per- 
haps more than merely refined—to the con- 
sternation of some and the relief of many. 

In his speech to Congress on September 
20th, President Bush had seemed clear 
enough. “Our war on terror begins with al- 
Qaeda but will not end until every terro- 
rist group of global reach has been found, 
stopped and defeated.” That left open the 
question of which groups exactly he 
deemed to have “global reach” (does Ha- 


mas qualify?) but was otherwise definite 
about the aim. Mr Bush was also explicit 
both about the military nature of the re- 
sponse (telling soldiers, “be ready, the 
hour is coming”) and about the respon- 
sibility of the Taliban (“by aiding and abet- 
ting murder, the Taliban regime is commit- 
ting murder”). 

Considering his earlier ultimatum to 
them to turn over Osama bin Laden, and 
given that ships and aircraft were heading 
towards the region even as he spoke, Mr 
Bush’s speech seemed to imply that the 
overthrow of the Afghan government was 
an American war aim, and that the assault 
to achieve it was about to begin. Three 
days later, however, Colin Powell, the 
secretary of state, sounded far less belli- 
cose. “Let’s not assume there will be a 
large-scale war,” he said. And he drew a 
distinction between al-Qaeda and its pro- 
tectors. “I’m not going to say that it has be- 
come one of the objectives of the United 
States government to either remove or put 
in place a different regime.” Conservatives 
accused Mr Powell of being unwilling to 
fight, and argued that he was seeking to re- 
verse the president's decision to remove 
the Taliban by force. 
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They also noted that the president had 
forced Mr Powell to modify his earlier pro- 
mise to make public some of the evidence 
linking Mr bin Laden to the terrorist at- 
tacks. This was a clear example of the con- 
flict between America’s need to make a 
case to the world and its need to protect its 
intelligence sources. The demands of in- 
ternational persuasion were the loser, 
though the deputy secretary of defence, 
Paul Wolfowitz, did offer a little evidence 
to a meeting of defence ministers at NATO 
headquarters on September 26th. 

These flurries constituted the first seri- 
ous round of domestic criticism since Sep- 
tember 11th. They raised the possibility 
that the differences of emphasis between 
Mr Bush and Mr Powell reflected wider un- 
certainty within the administration about 
how to proceed. Yet Mr Powell and Donald 
Rumsfeld, the secretary of defence, now 
seem in closer agreement than they did be- 
fore. Mr Rumsfeld’s tougher-sounding 
views had earlier sounded at odds with 
the secretary of state’s. Lately, Mr Rums- 
feld has also been lowering expectations 
of a sudden large-scale military operation, 
saying that there will be no p-day. He also 
argued that America should try to divide » 


16 Special report Fighting terrorism 


» the Afghan government, rather than over- 
throw it by invasion: “There are many in 
the Taliban who prefer that the Taliban not 
harbour Osama bin Laden and the al- 
Qaeda network.” 

And the president himself has echoed 
this view. “One way to [smoke out Mr bin 
Laden] is to ask for the co-operation of citi- 
zens within Afghanistan who may be tired 
of having the Taliban in place, or tired of 
having Osama bin Laden.” Ask for co-op- 
eration? Hardly the words of a warmon- 
ger. And this was not a Bushism. Ari 
Fleischer, the president’s spokesman, 
spelled out the implication: “[America’s 
policy] is not designed to replace one re- 
gime with another regime.” 

Everyone including Mr Powell contin- 
ues to talk about military action. Everyone 
accepts that at least part of the Taliban 
must be a target. Such ambiguities as re- 
main are probably deliberate—a feint to 
distract the Taliban from its preparations. 
If there are genuine and fundamental dis- 
agreements as well, they are sure to cause 
difficulties in the near future. For the mo- 
ment, though, the administration seems 
more united than it has been for months. 
And the upshot, apparently, is that it has 
decided to row back somewhat from im- 
mediate, full-scale war. 

Why? One reason is that America’s cal- 
culations about divisions within Afghani- 
stan have changed. True, Mullah Muham- 
mad Omar, the head of the Taliban, 
rejected Mr Bush's ultimatum of Septem- 
ber 20th, and summoned Afghans to a 
holy war if America attacked the country. 
Yet the council of Muslim clerics (who 
elected him their leader) had earlier re- 
sponded to American demands to hand 
over Mr bin Laden by suggesting he “vol- 
unteer” to leave the country. Mr Bush nat- 
urally rejected this as inadequate—but, by 
Afghan lights, it was a concession. It sug- 
gested the possibility of exploitable differ- 
ences of opinion among the Taliban. 

At the same time, American planners 
seem to be reconsidering the usefulness of 
the main Afghan opposition, the Northern 
Alliance. The assassination of their mili- 
tary commander, Ahmad Shah Masoud, 
two days before the attacks on America 
had seemed a serious blow. In any case, 
the alliance has only around 10,000 sol- 
diers, compared with the Taliban’s 40,000. 
But in the past week, the alliance has 
shown signs of life. Its troops claimed to 
have taken villages in three provinces in 
the government-held north of the country, 
near the border with Uzbekistan and Tajik- 
istan—close to where American planes 


and soldiers are, or may soon be, sta- 
tioned. (The Taliban quickly claimed to 
have seized them back again.) The alliance 
also said that a Taliban commander, Abdul 
Samad, had defected along with his men 
in the same region. 

The Northern Alliance is unlikely to 
produce a stable alternative to the Taliban 
government. It is fractious, and dominated 
by Uzbeks and Tajiks, minorities that 
would not command the support of the 
dominant Pashtuns. For that reason, 
American officials have held talks in Rome 
with the exiled king of Afghanistan (a 
Pashtun) and with opposition groups from 
another tribe, Hazaras. For the moment, 
though, it still makes sense to arm and sup- 
port the Northern Alliance. Vladimir Pu- 
tin, with American backing, has offered to 
give them Russian arms. 

There is another, and possibly more im- 
portant, explanation for the administra- 
tion’s change in policy. America seems to 
be narrowing its aims in order to keep its 
extraordinary collection of allies on side, 
one way or another. 

On the face of it, the building of this alli- 
ance has been a stunning success. As a re- 
sult, Afghanistan has been almost com- 
pletely isolated diplomatically. On 
September 22nd the United Arab Emirates 


Our faithful friends, Vladimir and Gerhard 
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cut off ties. Saudi Arabia did the same 
three days later. That left Pakistan as the 
only country still maintaining formal rela- 
tions with the Taliban—and it has pulled its 
diplomats out of Kabul. 

Russia’s actions have been just as re- 
markable. Although Mr Putin ruled out 
military co-operation and said he would 
allow Russian bases to be used only for 
“humanitarian” operations, he lifted his 
objections to American military use of 
bases in Tajikistan and Uzbekistan, where 
Russia retains influence and arms. This is 
the first time America has been offered the 
use of bases in the former Soviet Union. In 
apparent thanks, the Bush administration 
on September 26th strongly backed Mr Pu- 
tin’s challenge to the Chechens to cut their 
ties to terrorist groups within 72 hours. 

All this looks impressive. Yet it still 
makes sense to talk not of one alliance, but 
two: the “front-line coalition” of states that 
surround Afghanistan, and the wider 
group of countries threatened by interna- 
tional terrorism. This latter group is strong, 
but militarily unnecessary. The front-line 
states are vital militarily, but not so strong. 

Public support for the alliance in Eu- 
rope, Japan and beyond remains firm, per- 
haps buoyed by the apparent retreat from 
the prospect of mass attacks. These coun- » 








> tries play roles in diplomacy, in hunting 
down the finances of the al-Qaeda net- 
work and in arresting suspected terrorists 
on their lands. Britain’s foreign minister, 
Jack Straw, travelled to Iran to sound outits 
government for support-something 
America could not have done. The Ger- 
man central-bank chief launched an inves- 
tigation into shorting operations on Euro- 
pean exchanges that may have been used 
by al-Qaeda to cash in on its attacks of Sep- 
tember 11th. Several dozen suspected ter- 
rorists have been arrested in France, Ger- 
many and Britain. 

The wider alliance also plays a role eco- 
nomically. So far, the American Senate has 
approved a free-trade agreement with Jor- 
dan. America has rescheduled some of its 
$3 billion in bilateral loans to Pakistan, 
lifted some sanctions on India and Pak- 
istan and extended special trade prefer- 
ences to Indonesia. Other countries may 
benefit in the same way. 

But, except possibly for Britain, mem- 
bers of the wider alliance will not play a 
significant military role. Chancellor Ger- 
hard Schréder of Germany, for example, 
has talked about offering troops. But to do 
so risks fracturing his coalition govern- 
ment: many members of the Green Party, 
his junior partner, are adamantly opposed 
to a war. One ambassador to NATO says 
privately that America does not want 
NATO’s help, partly because of security 
doubts, partly for operational reasons. 

The real military and intelligence help 
must therefore come from Afghanistan’s 
neighbours, and they are the very ones 
most worried by the prospect of destabili- 
sation at the hands of the Taliban or sym- 
pathisers of Mr bin Laden within their 
own borders. Pakistan has so far faced 
down its protesters more successfully than 
expected. But the responses of others have 
been equivocal. Saudi Arabia has done 
everything America has actually asked it 
to, says Mr Powell. But there is still doubt 
whether America will be allowed to use 
the Sultan air base outside Riyadh. Iran re- 
ceived Mr Straw but would be much hap- 
pier if the United Nations, not America, 
led any operation. 

The consequence must be that America 
will fight, as it has said, a war on many 


¢ fronts. It can rely on its broad alliance for its 


diplomatic, financial and policing aims. 
But when it comes to military operations, 
it must rely largely on itself and on the 
shaky alliance in the region—which 
means, for the moment, aiming narrowly 
at the fugitive figure of Mr bin Laden him- 
self, and his shadowy organisation. m 


The shape of battle 
An alliance of old and new 





America and its allies will be using sophisticated new weapons, but they still need 


old-fashioned sweat and blood 


T MAY be remembered as the most low- 

tech, and the most high-tech, campaign 
in military history. The war that America 
and its allies are preparing to wage will 
draw heavily on new developments in 
precision guidance, surveillance and com- 
munication—but it will also depend on the 
old-fashioned arts of stealth, survival and 
surprise that are cultivated by tiny units of 
crack troops. 

The Global Hawk, an unmanned eye- 
in-the-sky which flies at very high alti- 
tudes, will certainly come into play; but so 
too will “the human eyeball, mark one”, as 
British special forces call their most effec- 
tive reconnaissance tool. Once a handful 
of nimble-footed scouts are in place, they 
can act as forward air-traffic controllers to 
guide bombers to their targets. To succeed, 
however, this technique requires a finely 
tuned mixture of electronics and human 
grit. The combination is dictated by the ex- 
traordinary terrain of Afghanistan, which 
is easy to hide in and almost impossible to 
occupy; and by the elusiveness of the Tali- 
ban regime, which may not easily be in- 
timidated by threats to flatten Kabul. 

At the same time, the ships, aircraft and 
submarines that America and Britain have 
deployed in the Gulf and the Indian Ocean 
seem to represent more firepower than 
would be needed to attack Afghanistan 
alone. This has led to speculation that the 
American-led effort will quickly switch its 


attention to other countries—and may 
even turn into the all-out attack on Iraq 
that some in Washington favour. 

The methods that were employed in 
the past decade's air wars against Serbia 
and Iraq—using precision-guided, long- 
range weapons to attack vital military, po- 
litical and economic assets—seem ill- 
suited to warfare against the Afghan re- 
gime, in part because there are few obvi- 
ous targets. In the words of Andrew 
Krepinevich, an American military theo- 
rist, “This is an enemy whose centres of 
gravity are hard to find. You could destroy 
some bridges and wreck whatever power 
supplies exist, but that might seem to the 
world like an attack on Muslim civilians.” 

Modern “air war” principles could of 
course be reapplied, with added tough- 
ness, against Iraq. In the words of Stratfor, 
a Texas-based consultancy on world af- 
fairs, “Iraq...is very convenient for an air 
attack. Such an attack would have the 
added benefit of striking at someone who, 
in the long run, is much more dangerous to 
American interests than are the Afghans.” 

Whatever the long-term “benefits” of 
such an approach, it would probably alien- 
ate many of the allies America has assem- 
bled. It does not seem to feature in the ad- 
ministration’s current plans. But, as Mr 
Krepinevich says, “No war plan ever sur- 
vives contact with the enemy—once war 
breaks out, it has a dynamic of its own.” 





Paul Beaver, a defence consultant, pre- 
dicts that the American-led military effort 
will focus first on inflicting punishment on 
the Taliban regime, including the destruc- 
tion by air of its crude armoury of Russian- 
made tanks and aircraft. The next aim 
would be to destroy the terrorist training 
network established in Afghanistan by 
Osama bin Laden. Concurrently or soon 
afterwards, attacks could come on targets 
in other countries—possibly including 
Iraq, Sudan and Somalia—that are associ- 
ated with the terrorist network. 

The current deployment suggests that 
America’s war aims do not include over- 
running or occupying Iraq. In contrast to 
the build-up before the 1991 Gulf war, 
there has been no significant movement of 
the American and British armies’ heavy di- 
visions. To the extent that ground forces 
are used, they are likely to be much smaller 
groups of crack troops. 

To understand the difficulties of win- 
ning a fight in Afghanistan, say veterans of 
the anti-Soviet war of the 1980s, it is neces- 
sary to travel only a few miles south of Ka- 
bul to the cliffs of Sorobi, a rebel strong- 
hold. Whenever they felt safe, the fighters 
would perch defiantly on narrow ledges 
running down the cliffside; at the first sight 
or sound of a Soviet helicopter, they 
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would hunker down in caves that ex- 
tended for hundreds of yards into the heart 
of the mountains. Nothing could dislodge 
them except hand-to-hand fighting—or 
blowing up half the mountain. 

In Afghanistan’s terrain of towering 
peaks and deep valleys, where it can take a 
week to walk a distance—as the crow 
flies—of 25km (15 miles), any military oper- 
ation must rely heavily on local allies who 
know where to find water, food and shel- 
ter. In a few weeks’ time, snow will start 
falling, often in blizzards that make heli- 
copter flights impossible. “The only sort of 
military unit that makes sense for a foreign 
army is the four-man team which is 
primed to perform one task and then get 
out quickly,” says Richard Cleghorn- 
Brown, a communications expert who in 
the 1980s worked with the Afghan mujahi- 
deen fighting the Russians. 


Burden of technology 

Although the Pentagon has dreamed up 
many kinds of “smart” gadgets that would 
turn foot-soldiers into walking computers, 
most of this kit is still on the drawing- 
board—or, if it exists, is too heavy to lug 
around the Afghan mountains. In their 
fight with Russia, the rebels found that 
simple weapons worked fine. These in- 
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cluded bazookas or rocket-propelled gre- 
nades which western armies would con- 
sider obsolete. American Stinger missiles, 
shoulder-held devices designed to shoot 
down helicopters, are often credited with 
forcing the Soviet Union to withdraw. A 
European equivalent-MILAN wire- 
guided missiles—also proved effective. 

Now this chopper-killing prowess 
could be turned against the very British 
and American forces that helped to impart 
those skills. The Taliban’s forces will cer- 
tainly include veterans of the western- 
backed campaign against Russia. And al- 
though the best western helicopters are 
equipped with more firepower and detec- 
tion devices than ever, their whirring 
blades can still be stopped by a low-tech 
attacker prepared to risk his own life. 

All this puts a premium on special 
forces. Their skills include the ability to 


make freefall parachute drops and quick 


escapes—infiltration and exfiltration—in 
appalling conditions, as well as the know- 
how needed to create hideouts and stay in 
them for weeks at a time, living off the 
land. Special forces include linguists and 
specialists in “civil affairs” and psychologi- 
cal warfare, with the job of winning over 
local hearts and minds. 

Most of America’s special forces— 
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> drawn from the army, navy and air force— 
are co-ordinated by a the Special Opera- 
tions Command. These super- 
soldiers include the army’s Green Berets, 
whose basic unit is the 12-person A-team, 
designed as a power-house of expertise in 
explosives, communications, engineering 
and linguistics. A sort of elite within the 
elite is the Delta Force, set up by an Ameri- 
can officer who served with Britain's Spe- 
cial Air Service (sas) and copied its model 
of four-man teams. The Delta Force has re- 
cently been used to track Balkan war- 
crimes suspects. 

The army’s Rangers, a crack force 
whose history predates American inde- 
pendence, could be used for strike mis- 
sions behind enemy lines. Its skills range 
from urban warfare to capturing villages. 
Lightning reconnaissance might also be 
carried out by the navy’s Seal units or the 
“expeditionary units” of the marines— 
though military insiders predict that their 
skills may come into play in theatres other 
than Afghanistan. 

Britain’s sas, which has seen service re- 
cently in Northern Ireland, the Balkans 
and Sierra Leone, has the advantage of a 
long-standing relationship with the lead- 
ers of the Northern Alliance of Afghan 
forces opposed to the Taliban. Ahmad 
Shah Masoud, the recently assassinated 
commander of the alliance, and warrior- 
in-chief of Afghanistan's Tajik commu- 
nity, was considered a British protégé dur- 
ing the anti-Soviet war. 


Shifting ground 

Of course, there have been some extraordi- 
nary geopolitical changes since that time. 
During the 1980s, places like Tajikistan and 
Uzbekistan were republics of the Soviet 
Union and provided much of the man- 
power for Soviet forces, and the anti-gov- 
ernment, western-backed rebels found 
shelter and succour in Pakistan. Now 
America, fearful that basing an offensive in 
Pakistan could lead to the collapse of that 
country’s military government, is count- 
ing much more heavily on Tajikistan and 
Uzbekistan as staging posts. 

Still, it is hoped that some things have 
not changed—such as the Anglophile senti- 
ments of the Tajik warriors. Expertise in li- 
aising with local fighters through special 
forces may well be the biggest British con- 
tribution to the campaign, though it hap- 
pens that a fair number of Britain’s regular 
sailors and soldiers are also in the region. 

American commanders, meanwhile, 
have some hard choices as they consider 
how to reinforce low-tech guerrilla opera- 


America’s military culture 


A sense of history 


. L psychologically, is the American of- 
ficer class for the prospect of a long, 
messy war that could rage from the Poto- 
mac river to the Hindu Kush? Vastly bet- 
pik i ra than the nation’s politicians 
and intellectuals, says Robert Kaplan, a 
foreign-policy scholar who has written 
books on American military culture— 
and on warfare in Afghanistan. 

America’s senior brass have always 
had a more realistic—that is, more pessi- 
mistic—view of both world history and 
current affairs than its top civilians, in 
Mr Kaplan’s view. The Clinton adminis- 
tration’s faith in the onward march of 
liberal democracy, and its penchant for 
using armed forces in humanitarian and 
nation-building roles, were never ac- 
cepted by the military men, who felt cer- 
tain that the spread of deadly weapons, 
extremist ideologies and failed states 
portended conflict. 

A few generals—such as Wesley 
Clark, who oversaw the American-led 
bombing of Kosovo—have found favour 
with liberal intellectuals. But, in Mr Kap- 
lan’s view, most senior officers reflect 
different strands in American culture: 
the frontier spirit of the west, where the 
memory of the Indian wars is still alive, 
or the tough realism of the South, which 
shares with Europe a collective memory 
of bloodshed and suffering. 

Charles Moskos, a sociology profes- 


tions with high-tech bombs. In particular, 
they must calculate how often to use one 
of the sharpest arrows in their quiver: 
cruise missiles, fired from aircraft or sub- 
marines, which in their latest form can 
achieve deadly, satellite-guided accuracy 
at a range of 1,500km. American stocks of 
“smart” munitions are much bigger than 
they were during the war against Serbia, 
but the Pentagon will not want to exhaust 
its supply of cruise missiles, currently esti- 
mated at just over 2,000. 

The air war over Serbia seemed to 
prove the effectiveness of large, long-range 
bombers such as the B-2, based in the Un- 
ited States, and the B-52 which could fly in 
from the British island of Diego Garcia in 
the Indian Ocean. What about smaller, 


sor who has spent a lifetime studying 
American military culture, agrees that 
many American officers have a sense of 
history. At war colleges, students are intro- 
duced to the sweep of military theory, in- 
cluding the 2,000-year-old ideas of Julius 
Caesar and Sun Tzu. Among recent gradu- 
ates of these colleges, Mr Moskos has even 
heard complaints that there is too much 
emphasis on the past and not enough on 
the likely shape of future wars. 

The forthcoming conflict will provide 
further evidence of the rising power of 
America’s military “proconsuls”—the gen- 
erals who head the Pentagon’s regional 
commands. The most likely theatres of the 
b war fall squarely within the do- 
main of Central Command, headed for 
the pe year by General Tommy Franks. 
Under his high-profile predecessor, Gen- 
eral Anthony Zinni, this command be- 
came one of the mightiest instruments of 
American diplomacy. General Zinni never 
hesitated to speak his mind: while over- 
seeing air strikes against Iraq, he gave 
warning against the power vacuum that 
might arise if the Baghdad regime were 
overthrown with nothing to replace it. 

General Franks has been responsible 
for soldier-to-soldier relations in a host of 
poorly organised states. The back-slapping 
ties he has cultivated with brother officers 
in Tashkent, Islamabad and Nairobi may 
now be a vital element in America’s abil- 
ity to call in favours. 


tactical fighter-bombers? Several Ameri- 
can allies in the region—Saudi Arabia and 
Bahrain, for example—seem queasy about 
providing bases. This makes bombers 
based on aircraft carriers seem more at- 
tractive; but sea-based aircraft are rela- 
tively short-range. They would need to be 
refuelled over Pakistan, and the tankers 
might be easy to attack. 

The Taliban are not thought to have 
very much in the way of anti-aircraft de- 
fences. The air defences of Iraq have been 
growing steadily in sophistication, and 
they would need to be destroyed before 
any sustained bombing of that country. 
Iraq may be a more “convenient” target 
than Afghanistan, but no front in the forth- 
coming conflict is going to be easy. m 








Afghanistan and its neighbours 


The perpetual vortex 


The Taliban have caused trouble all over Central Asia. Now Central Asia is taking 


its revenge 


FTER five years of Taliban rule, no 
country in the world has fewer friends 
than Afghanistan. Of the six countries that 
border it—Pakistan, Iran, Turkmenistan, 
Uzbekistan, Tajikistan (all fellow-Muslim 
states) and China—not one has come for- 
ward to argue against the imminent anti- 
terrorist attack. Pakistan, Uzbekistan and 
Tajikistan, indeed, have offered assistance 
to America and its allies. Even China, nor- 
mally among the shrillest critics of “Amer- 
ican hegemonism”, will not rock the boat. 


Small wonder. Under the Taliban, Af- 


ghanistan has become an exporter of in- 
stability that not only affects its immediate 
neighbours but, as America now knows, 
reaches much farther afield. Even before 
September 11th, the Taliban were recog- 
nised by only three countries. Since then, 
two of these have cut diplomatic links; 
only Pakistan, formally, still has them. 

The Taliban’s sheltering of Osama bin 
Laden and his al-Qaeda movementis only 
one reason why Afghanistan is so feared. 
Other extremist groups, harboured and 
supported there, have struck outinto Kash- 
mir, into the Fergana valley, where Uzbeki- 
stan, Kirgizstan and Tajikistan intertwine, 
and probably even into China. 

For their own reasons, these countries’ 
undemocratic governments have tended 
to demonise the Taliban. But there is some 
truth in their charges. The Taliban may not 
have set out deliberately to destabilise the 


region; but they have allowed their terri- 
tory to become a base for the worldwide 
export of terrorism. Flooded with millions 
of weapons, infected with the worst sort 
of religious fundamentalism and plumb- 
ing the depths of human misery, Afghani- 
stan has become the world’s saddest and 
most dangerous example of a failed state. 


Pakistan: creator and victim? 
At the top of the list of vulnerable states 
comes Pakistan, which is much to blame 
for the rise of the Taliban in the first place. 
In the mid-1990s, Pakistan took groups of 
militant Islamic students (the name tali- 
ban derives from the Arabic for student) 
under its wing, helped them recruit new 
members, and provided the guns, trans- 
port, training and battle plans they then 
used to conquer most of Afghanistan. 
Pakistan’s motives were no mystery. 
Locked in a state of near-conflict with In- 
dia on its eastern border, it needed a 
friendly Afghanistan to its west. Afghani- 
stan was a convenient place for recruiting 
and training guerrillas to fight Indian rule 
in (largely Muslim) Kashmir, the occupa- 
tion of much of which by India has an- 
gered Pakistanis ever since their country 
became an independent state 50-odd 
years ago. Afghanistan is also Pakistan’s 
bridge to Central Asia: if there were peace 
there, pipelines could deliver Central 
Asian oil and gas to the outside world 


through Afghanistan and Pakistan. 

So, by the mid-1990s, the Taliban won 
the backing of Pakistan’s armed forces, es- 
pecially the powerful Inter-Services Intel- 
ligence agency (1st). Their other main Paki- 
stani ally was Jamiat-e-Ulema-i-Islam 
(u1), a religious party that now attacks 
Pakistan's support for the American-led 
coalition. During the 1980s the yur edu- 
cated the children of Afghan refugees in 
madrassas (religious schools) in the North- 
West Frontier and Baluchistan, the prov- 
inces bordering on Afghanistan. Primed 
with the fierce absolutism of the Deobandi 
Islam they learned, the madrassas’ gradu- 
ates flocked to the Taliban's cause. 

Pakistan got much of what it wanted 
from the Taliban, including a nursery for 
zealots to use against India. But, in the pro- 
cess, the si and other state organisations 
drew dangerously close to anti-western Is- 
lamists, including Mr bin Laden, just as 
they had earlier been too close to the most 
radically Islamist of the mujahideen who, 
with America’s help, fought the Russians 
in Afghanistan in the 1980s. What wester- 
nised Pakistanis now fear is that the net- 
works of armed Islamists have taken on a 
life of their own. One Lahore professional 
expects that he and his kind will end up 
with their heads on pikes. An American- 
led attack on terrorists in Afghanistan, he 
suspects, will set it off. 

Like the Taliban themselves, these fun- 
damentalist networks both serve and defy 
Pakistani interests. Their usefulness is 
clearest in relation to Kashmir. Pakistan 
cannot wage a full-scale war against India, 
which would end at bestin defeat, at worst 
in a nuclear conflagration. So it encourages 
groups like Lashkar-e-Taiba (Army of the 
Righteous) and  Jaish-e-Muhammad 
(Army of Muhammad) to send mujahi- 
deen into Indian-controlled Kashmir to kill 
soldiers, policemen and (says India) civil- 
ians. These groups have bases in Pakistan 
and in Pakistani-controlled Kashmir, and 
training camps in Afghanistan. 

Unsurprisingly, given the forces of mili- 
tant jihad (struggle) under its patronage, 
Pakistan has not been an island of tran- 
quillity. In the 1980s Zia ul Haq increased 
the country’s Islamisation, promoting 
hundreds of madrassas that are now 
blamed for teaching young men little more 
than the merits of martyrdom. The years 
of fighting in Afghanistan brought some 
2m refugees into Pakistan, along with 
countless guns and a culture of religious 
militancy. In this soil fundamentalist 
groups, from the pacifically political to the 
ruthlessly violent, have flourished. 
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Jaish-e-Muhammad, for example, broke 
away from Harkat ul Mujahideen, deemed 
a foreign terrorist organisation by Amer- 
ica’s State Department. It appears to have 
close ties to a Sunni group called Sipah-e- 
Sahaba (Army of the Prophet), a violent 
foe of Pakistan’s Shia minority. A Sipah-e- 
Sahaba offshoot called Lashkar-e-Jhangvi 
is thought to be behind a series of recent 
murders of prominent Shias in Karachi, 
Pakistan’s main commercial city. 

All these groups stem from (though are 
not necessarily allied to) the fierce jul 
party. Jamaat-e-Islami, Pakistan's biggest 
religious party, is more peaceable, but is 
connected to the biggest guerrilla group 
operating in Indian Kashmir, Hizbul Muja- 
hideen. Although it never does well in 
elections, its followers are a force to be 
reckoned with on Pakistan’s streets. They 
have led some of the protests against the 
idea of anti-terrorist action in Afghanistan. 

Can Pakistan’s military-led govern- 
ment control them? It has professed to 
want to curb extremism since taking 
power two years ago, but has often 
seemed uncertain about just how to do so. 
It recently banned Lashkar-e-Jhangvi but 
at the same time released the leader of its 
supposed associate group, Sipah-e-Sa- 
haba. It is handling the anti-American de- 
monstrations with a surer touch, though 
two protesters were killed in Karachi on 
September 21st. 

Most Pakistanis seem to believe their 
president, General Pervez Musharraf, 
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when he says that the Americans have 
more to offer Pakistan than the Taliban do. 
The lifting this week of sanctions imposed 
on Pakistan by America after its nuclear- 
weapons tests in 1998 may help to prove 
his point. But the country’s mood has yet 


to be tested by western missiles hitting Af- 


ghanistan. Although General Musharraf 
should be able to hold the extremists at 
bay, some of his officers, especially in the 
lower ranks, are much less keen than he is 
on making common cause with the Amer- 
icans. 


Trouble in the valley 

Pakistan is reaping the whirlwind sown by 
its own policies in Afghanistan. But the 
problem faced by the “Stans”, the five for- 


mer Soviet republics of Central Asia, is dif- 


ferent. They have neither supported nor 
encouraged militant groups in Afghani- 
stan. On the contrary, it is the Taliban re- 
gime that has given refuge, training and 
arms to dissidents from within them. And 
the Stans, in differing degrees, have reacted 
so repressively that they have increased 
the dissidents’ appeal. 


Not all the five countries are equally af- 


fected or to blame. Kazakhstan and Turk- 
menistan have managed largely to escape 
the attentions of Taliban-backed groups. 
The primary target of the Islamists is Uz- 
bekistan, the most populous of the five. 
The most dangerous Central Asian guer- 
rilla organisation, the Islamic Movement 
of Uzbekistan (1Mv), grew up in the 1990s 


AFGHANISTAN 





as a direct result of the repression of milder 
forms of Islamic opposition to the rule of 
Islam Karimov, the Soviet-era placeman 
who turned himself into independent Uz- 
bekistan’s first and only president. 

But their prize, the Fergana valley, the 
lushest and richest part of Uzbekistan, is 
also shared by Tajikistan and Kirgizstan, 
and so these countries too have been 
dragged into the conflict, and relations be- 
tween all three have been badly strained. 
Uzbekistan has upset Tajikistan and Kirgiz- 
stan by laying mines along their common 
borders, often on the neighbours’ side. 

In return for being allowed to use bases 
in Afghanistan, the imu, whose numbers 
are estimated at 1,000-3,000, has some- 
times assisted the Taliban's campaigns 
against the Northern Alliance. By doing so, 
they have made themselves too valuable 
to the Taliban to be surrendered. It is said 
that Juma Namangani, the young military 
leader of the IMU, carries a warrant signed 
by Mullah Omar, the Taliban’s leader, des- 
ignating him as the regime’s second-most- 
honoured guest after Mr bin Laden. 

The 1Mu first came to international at- 
tention in February 1999, when Uzbeki- 
stan’s government accused it of planting 
bombs in its capital, Tashkent. There was 
no real evidence, but later that year, the 
IMU launched an attack on Uzbekistan 
from bases in Tajikistan, where it had been 
fighting with the United Tajik Opposition 
in that country’s civil war. The incursion 
got only as far as Kirgizstan, where the IMU 
took several hundred hostages. The mili- 
tants said they intended to overthrow Uz- 
bekistan’s government and to establish a 
caliphate, a form of religious government, 
in the Fergana valley. They then retreated 
to Afghanistan, but were back last year. 
This time, the incursion got within 80km 
(50 miles) of Tashkent. 

To prevent further attacks, the Central 
Asian republics have tried to strengthen 
their defences. For this, the price has been 
high. Across the region, even in once-lib- 
eral Kirgizstan, the ruling regimes have 
cracked down hard on Islamists, and by ex- 
tension on all forms of opposition. It is 
hard to avoid the conclusion that they 
have taken the Islamists’ activities as an ex- 
cuse to tighten their grip on power. 

In Uzbekistan, and to a much lesser ex- 
tent in Kirgizstan, there have been mass ar- 
rests of members of a Muslim group called 
Hizb-ut-Tahrir (Freedom Party), which 
wants to install a caliphate, across the 
whole of Central Asia. Unlike the IMU, it 
insists that its methods are peaceful. Yet 
the arrest of thousands of its supporters »» 





> could easily convert it to violence. 

The governments of the region are now 
allied in a number of ways. The bodies 
they belong to include a Russian-led col- 
lective security alliance and the Chinese- 
organised “Shanghai Six”, which are 
increasingly aimed at the Taliban. (Russia 
has a particular animus against the Tali- 
ban, accusing them of supporting Che- 
chen terrorists.) Now the Stans are falling 
into line behind America, too. Uzbekistan 
and Kazakhstan have been quick to offer 
the allies the use of its territory for opera- 
tions against the Taliban. Tajikistan, it is 
thought, has privately done the same. 


Feared even in Beijing 

For all its presumed reservations about the 
exercise of American power, China too 
feels threatened by radical Islam in Central 
Asia. The far-western Chinese province of 
Xinjiang—about 60% Muslim—borders on 
Afghanistan and Pakistan, as well as on 
three of the Central Asian republics. There 
have been angry protests, and some out- 
breaks of terrorist violence, by people who 
want to win the region’s independence 
from Beijing. 

Western diplomats in Beijing tend to 
downplay the Taliban’s influence in 
China, saying that Xinjiang’s troubles 
have domestic roots and that these “dis- 
gruntled farmers with fertiliser bombs” do 
not constitute a movement. That does not 
stop China worrying. In recent months the 
authorities have arrested a number of mil- 
itant Muslims; two Hizb-ut-Tahrir cells are 
said to have been found, one in Xinjiang’s 
capital, Urumqi, the other in the southern 
city of Khotan. 

Diplomats also say that some 200-300 
Uighurs, Xinjiang’s main ethnic group, are 
believed to have undergone military train- 
ing in camps run by the Taliban. Many of 
these, however, have put their skills to use 
outside China—in fighting Afghanistan’s 
Northern Alliance, for example, and even 
in Chechnya. China has attempted to 
maintain an unofficial relationship with 
the Taliban in an apparent effort to per- 
suade the authorities in Kabul not to send 
Xinjiang-born militants back to fight in 
their homeland. But the danger is there. 

China’s bid to stay on the right side of 
the Taliban will have ended if it accepts 
Operation Enduring Freedom. But Amer- 
ica, China, Russia and the Central Asian 
states all have to recognise that they need 
to come together not only to oppose the Ta- 
liban but to ensure that it is succeeded by 
something more stable. If they do not, Af- 
ghanistan will remain a source of chaos. m 
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The double-act wears thin 


Suddenly, it’s getting harder to play both sides 


HEN Saudi Arabia cut off diplomatic 

relations with Afghanistan on Sep- 
tember 25th, the decision was hailed as the 
final step in the international isolation of 
the Taliban regime. But the most remark- 
able feature of the action is how slow the 
Saudis were to take it. The Saudi govern- 
ment sees Osama bin Laden as a threat to 
its very existence. Yet Saudi Arabia was 
one of only three countries to recognise his 
hosts, the Taliban, as the legitimate govern- 
ment of Afghanistan. Even after Mr bin 
Laden took refuge with them in 1996, 
Saudi Arabia is said to have helped pay for 
their drive to take full control of the coun- 
try. And, now that America is planning to 
hunt Mr bin Laden down, Saudi Arabia 
seems reluctant to join the chase. 

This reluctance stems in large part from 
Mr bin Laden’s popularity among ordin- 
ary Saudis. The royal family’s authoritar- 
ian rule makes public opinion hard to 
gauge, but stories abound of his admirers 
sending one another congratulatory text 
messages on their mobile telephones after 
the attacks of September 11th. A more com- 
mon reaction, according to one Saudi, was 
suspicion that America was trying to 
frame Mr bin Laden because of his opposi- 
tion to American involvement in the Mid- 
dle East. At any rate, many Saudis sympa- 
thise with his denunciation of America’s 
“indifference” to the plight of Palestinians 
under Israeli occupation and Iraqis under 
United Nations sanctions. 

Saudi officials, conscious of the grow- 
ing criticism of America, have long tried to 
play down the two countries’ ties. They 
have pursued, for example, a rapproche- 


ment with Iran. Several years ago, the gov- 
ernment moved most American forces in 
the kingdom to a remote desert air base. 
Earlier in the year, with the Palestinian 
uprising in full swing and popular con- 
sternation at its height, the Saudi regime 
began to put pressure on America to stop 
using aircraft based in its country for at- 
tacks on Iraq. No wonder, then, that the 
Saudi government reacted with horror 
and confusion when American officials 
declared that they were using a Saudi air 
base as headquarters for any retaliation 
against Afghanistan. 

Criticism of the kingdom’s ties to 
America is not the only theme of Mr bin 
Laden's that strikes a chord with the Saudi 
public. He also fulminates against the god- 
lessness of the royal family, some of 
whom do indeed seem more comfortable 
at parties in Geneva than on pilgrimage to 
Mecca. In the past, the family’s long-stand- 
ing alliance with the puritanical Wahhabi 
sect helped to shield it from such censure. 
But, whenever Islamist protest swelled, 
the regime’s standard response was to co- 
opt its critics by burnishing its Islamic cre- 
dentials. The net result is that the clergy— 
many of them reactionary by western 
standards—now wield enormous sway 
over everything from school curriculums 
to municipal building codes. And, in for- 
eign policy, Saudi Arabia has long tried to 
cast itself as the global sponsor of conser- 
vative Islam. Hence its support for move- 
ments such as the Taliban. 

That policy has now come home to 
roost. As many as 25,000 Saudis have, like 
Mr bin Laden, travelled abroad to fight for p» 





> the Muslim cause in places such as Bosnia, 
Chechnya and Afghanistan, according to 
Saad al-Fagih, the leader of a London- 
based opposition group. Many of those 
have since returned home to raise money 
or recruit new volunteers for militant 
groups. Several of the hijackers involved in 
the attack on America were Saudis, even if 
some used false identities. Although viol- 
ent fanaticism is just what the government 
was hoping to avoid, it seems to arise fairly 
directly from the sort of uncompromising 
religiosity the government has encour- 
aged. As one Kuwaiti anxiously puts it, 
“The Saudis have been playing both sides 
for along time, but now they have to make 
up their minds.” 

In fact, as always, the Saudi regime is 
likely to dwell on its response for some 
time. It has faced down unrest before. Un- 
like the last serious bout of Islamist agita- 
tion, in the mid-1990s, the present surge 
features little open criticism of the govern- 
ment. Mr al-Faqgih admits he does not ex- 
pect public protests in the event of an 
American attack on Afghanistan. But even 
if opposition to the regime is shallower 
this time, it is also more widespread and 
diffuse, and so harder to combat. 

One Saudi who has been doing the 
rounds of locals’ evening get-togethers 
says the tenor of ordinary conversation 
has become much more critical of the gov- 
ernment. The Saudi authorities will find it 
extremely hard to stop their citizens giving 
money to Islamic charities that turn out to 
be fronts for extremists. Recruitment and 
fund-raising can take place during a visit to 
the mosque, or over a quiet cup of tea at 
home. And no one knows how long the 
anti-terrorist campaign will last, or how 
much resentment it will foster. @ 








Not exactly comfortable 


Wider worries in the Muslim world 
America’s 
second task 


CAIRO 


It will be an uphill battle to bring 
opinion round 


N STRIKING back at the terrorists who 

perpetrated the slaughter of September 
11th, America has a dual aim: to stamp out 
the attackers, wherever they may be, and 
to deny them their goal of rallying Mus- 
lims to their cause. Both battles will be 
fought in inhospitable terrain. Just as the 
Afghan landscape provides perfect cover 
for bands of fugitives, a decades-long ebb- 
ing of sympathy with America has left a 
residue of stony hearts and muddled 
minds across the Muslim world. 

This is not to say that the reservoir of 
goodwill has dried up completely. Far 
from it. A fondness for America and things 
American permeates far beyond the richer 
sorts of Arabs and Muslims, the people of- 
ten described as isolated by their pro-west- 
ern leanings. Vital mutual interests link 
America to the countries that spawned 
Osama bin Laden and his cohorts, includ- 
ing the need, now reinforced, to curtail the 
terrorist groups that threaten many Mus- 
lim and Arab regimes much more directly 
than they do America. 

And yet America and the Muslim 
world—particularly its Arab component— 
have drifted apart. So far apart, indeed, 
that popular mistrust of America in the re- 
gion is now the biggest single handicap to 
mobilising the war on terror that the West 
so keenly wants to win. 

The fault is certainly not all America’s. 
Simply being the most powerful and per- 
vasive culture and economy in history in- 
spires a prickly defensiveness everywhere 
else. If this is true in the cafés of Western 
Europe, it is even more true in the socially 
fractured, politically stunted nations of the 
Middle East. 

Three main factors influence the way 
these countries respond to American 
power. One is the growing politicisation of 
Islam. Islamist movements have found 
America a useful counterpoint to their 
own, sometimes vague, ideas. Early on, the 
welcome American principles of democ- 
racy and freedom were sanitised into an Is- 
lamic mould. What was left was a list of 
“American” ills to stand against: crime, 
adultery, broken families, homosexuality, 
materialism and so on, along with a sup- 


posed desire to enforce this purported 
American way of life across the planet. 

A second influence on attitudes to 
America is the dismal record of govern- 
ments in the region, many of which are 
propped up by American aid or arms. To 
Americans, this support looks like the price 
they pay for stability. To many Arabs and 
Muslims, burdened with poor housing 
and schools and restricted freedoms, it 
looks like the price they pay to ensure 
American hegemony. Recognising this, 
America’s friends have increasingly felt ob- 
liged to bite the hand that feeds them. 

A third influence is America’s growing 
tendency towards unilateralism. Kicking 
sand in the face of dictators goes down bet- 
ter in Kansas than in Kandahar. Even 
America’s better-intentioned solo efforts 
have earned opprobrium. The 1991 Madrid 
peace talks led to the Oslo agreement be- 
tween Israel and the Palestinians, after 
which America pushed other interlocutors 
out of the way. A decade later, Israel had 
doubled its settlement of the occupied ter- 
ritories and the Palestinians erupted in re- 
volt. For all its protests that it has tried to be 
an honest broker, America cannot shake 
the impression that it was fiddling while 
Gaza burned. 

The result? On the streets of Cairo to- 
day, it is hard to find a soul who admits to 
believing the FBi’s version of events on 
September 11th. Many are convinced that 
the whole thing was a plot to smear Arabs 
and Muslims as crazed madmen. More will 
have read the writings which suggest that 
America’s real intention is to capture Af- 
ghanistan to keep China out of the Gulf. 

The wild speculation is partly a knee- 
jerk product of ignorance, both about the 
extent of the human loss in America and 
about how open societies generate in- 
formation. But, to recapture credibility, 
America has to show understanding of its 
allies’ need to manage public opinion. 

For example, the more agile of Arab 
leaders, such as Jordan’s King Abdullah 
and Egypt's Hosni Mubarak, have assured 
their people that they will not jump 
aboard any American train without know- 
ing where it is going. Moderate religious 
leaders have chimed in, saying they share 
America’s pain, but fear its response. These 
calming voices would be greatly helped if 
America were to release some really solid 
proof of who did the vile deed, followed 
up by patient explanation. They would be 
helped even more by a reminder that the 
UN’s charter provides authority for Ameri- 
can action—and by sustained American ac- 
tion to douse those flames in Gaza. m 


ai Letters 


The battle against terror 


SIR - Those who hate Amer- 
ica do so specifically because 
“it has brought more wealth 
and better living standards to 
more people than any other 
[nation] in history” (“The roots 
of hatred”, September 22nd). 
America is the ultimate refine- 
ment of a “western” culture of 
business, law, equality, free- 
dom, education and secular- 
ism that continues to 
outperform its competition, 
whether it be communism, 
fascism or Islamic funda- 
mentalism. The losers in such 
a cultural competition console 
themselves by claiming moral 
superiority, the real roots of 
hatred. 

Osama bin Laden blames 
America for corrupting his 
Saudi homeland by paying for 
and defending its oil; the alter- 
native is to admit the socio- 
economic inadequacy and 
moral bankruptcy of his patri- 
mony. The Taliban blame 
America for destroying Af- 
ghanistan; the alternative is to 
admit that feuding Islamic fac- 
tions managed the extraordi- 
nary feat of replacing 
communism with something 
even more dysfunctional. 
GERALD LOEB 
Los Angeles 


SIR - You grossly underesti- 
mate the strength of feeling 
generated in the Arab and Is- 
lamic worlds by the uncritical 
and unconditional support 
given by America to Israel in 
her oppression of the Palestin- 
ians. America is viewed as the 
pillars upon which the tor- 
mentors of the Palestinians 
depend. Its interventions are 
seen as biased and aimed at 
helping to procure peace for Is- 
rael on Israel's terms. 

There seems an unwilling- 
ness to recognise that when 
people are cornered, humili- 
ated and crushed, and have 
no hope of escaping, some of 
them at least will no longer be 
afraid to die or care about 
which of their perceived ene- 
mies they take with them. A 
sophisticated war machine 
cannot eradicate them. Such 
people are unstoppable. 

SAMIR SHAKIR 
London 


SIR - You are right that resent- 
ment, however deeply felt, 
cannot justify or excuse the at- 
tack on America (“The battle 
ahead”, September 22nd). It is 
also right to call for an appro- 
priate, well-thought out retali- 
ation. However, you do not 
consider the issue which 
many would hold important 
in “solving” the problems of 
terrorism: resentment. Many 
people, rightly or wrongly, 
feel let down by the rest of the 
world, and until this is ad- 
dressed, we can only expect 
more terrorism. 

ATSUKO ICHIJO 

London 


SIR - Every war strategy ever 
devised is based on a basic as- 
sumption—people do not 
want to die. This assumption 
does not hold when one is 
faced with a terrorist who is 
not afraid to die. Bombing Af- 
ghanistan, or any other coun- 
try, will turn normal people 
into valuable new recruits to 
terrorism. All terrorist move- 
ments use violence as a strat- 
egy for they know that 
retaliation will bring new 
members into their fold. It is a 
win-win situation for them. 
America should not walk into 
this trap. This is the time for 
cool temperament and wise 
heads. One who plans re- 
venge digs two graves. 

S. SHIVASABESAN 

Canberra 


SIR - The lack of security at 
airports was a deliberate deci- 
sion of the airline industry to 
underinvest in safety (“Un- 
charted airspace”, September 
22nd). Since the industry did 
not think their aircraft were 
worth protecting, the airlines 
should not be surprised at the 
losses. Terrorism is hardly a 
new phenomenon. The air- 
lines and their insurers prof- 
ited from this underinvest- 
ment and it is only right that 
they should share in the losses 
from this business decision. 
Protecting firms from their 
own folly (the socialisation of 
losses, if you will) only fosters 
an atmosphere where compa- 
nies take bigger risks if they 
can pass losses to taxpayers. 
This was the lesson behind 
the savings-and-loan scandal, 


The Economist 


Crédit Lyonnais, and the entire 
financial industry in Japan. 
The Bush administration 
should not bail out airlines; it 
should hand them the bill. 

JOE DONOHUE 

Groton, Connecticut 


Museum piece 


SIR - The Economist dimin- 
ishes itself by publishing such 
a superficial, sneering and ill- 
informed article about the 
British Museum (“Museum 
pieces”, September 15th). Con- 
trary to what you infer, the 
museum has just completed a 
decade of unparalleled re- 
newal. Curatorial standards 
(ignored by you) remain as 
high as ever, and there is no 
substance in the innuendo 
that it is falling behind the 
standards of European or 
American counterparts. 

The recently opened Great 
Court involves far more than 
the renovation of the Reading 
Room. Over £100m ($145m) 
was raised by the trustees 
from lottery funds and private 
donors to make a reality of 
Norman Foster's imaginative 
concept of a public space in 
the centre of London. The his- 
toric Reading Room, sur- 
rounded by additional 
facilities for the public, is pre- 
served and refurbished, and 
now stands as a focal point of 
the new Great Court. All the 
resources of modern technol- 
ogy are utilised to make the 
extensive collections more ac- 
cessible to visitors and schol- 
ars alike. 

The belittling reference to 
the distinguished director and 
the undeserved personal criti- 
cisms of the present and in- 
coming chairman of the 
trustees are particularly regret- 
table. As a former long-serv- 
ing trustee, with the honour 
of chairing the board for ten 
years, I can vouch from per- 
sonal experience the dedica- 
tion and professionalism of 
those appointed by the prime 
minister to serve as trustees, 
or elected by the existing 
board members. 

Newer and more interven- 
tionist departments of govern- 
ment may be irked by the 
greater independence of the 





British Museum—protected by 
statute—than other national 
museums and galleries. Ata 
time when its public funding 
has been reduced by 30% over 
the past decade, there can be 
no denying the magnitude of 
the recent improvements, sup- 
plemented by many valuable 
acquisitions, while maintain- 
ing the principle of free public 
access. 

LORD WINDLESHAM 


Oxford 


Branded business 


SIR - You fail to highlight a 
growing predicament among 
lower- and middle-class fam- 
ilies; coming to terms with a 
generation that thrives on 
branded products while strug- 
gling to make ends meet (“The 
case for brands”, September 
8th). Parents are forced to ac- 
cede to children’s demands 
because of peer pressure at 
school and outside. For exam- 
ple, the number of times foot- 
ball clubs like Manchester 
United change their strips. 
How many parents can afford 
to buy one every season? Not 
many, yet somehow most of 
them manage. 

Purchasing a brand serves 
as a guarantee for the con- 
sumer of quality and service. 
Unfortunately, for many, it 
also means hardship. Naomi 
Klein's theory borders on the 
extreme but there still is a hint 
of truth in what she says. 
DAVID KELLEHER 
St Julian’s, Malta 


SIR ~ You assert that the attack 
on brands is counter-produc- 
tive because brands are 
“highly effective tools through 
which to bring about change.” 
Let me get this straight: anti- 
branding activists are mis- 
guided in trying to change cor- 
porations by attacking their 
brands because brands allow 
them to bring about change? 
TED RUTLAND 
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Executive Focus 
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Chairman & Chief Executive - The Security Industry Authori 


London (initially) 


The private security industry has long recognised the need for an 
effective regulatory framework. The creation of the Security Industry 
Authority - a new non-departmental public body established under the 
Private Security Industry Act 2001 - is designed to meet this need in 
full by providing licensing arrangements for individual security 
operatives, running a voluntary ‘approved contractors’ scheme for 
companies, and driving standards upwards across the industry. The 
new regulations will cover all kinds of security companies and 
contractors, including sectors such as premises guarding, private 
investigation and wheel-clamping. 

Two high-calibre individuals are now sought to lead, manage and 
develop the new Authority. Both posts will initially be based in Central 
London until the SIA's permanent base is established, and are for a 
fixed term of three years, with the possibility of subsequent extension. 


Chairman 
(part-time role - £350 per day) 


Chairing a board made up of interested parties including the police 
and local authorities as well as the industry itself, you will be 
accountable to the Secretary of State for overseeing the 
management of the Authority, providing clear leadership and 
formulating overall strategy for ministerial approval. You will also 
represent the Authority in discussions with the Home Office and 
supervise the effective operation of all committees and sub- 
committees. The role is likely to require a commitment of 2-3 days 
a week, though this may be flexible. 


Widely experienced at Board or top management level, you will 
have an impressive record of leading teams to facilitate the 
achievement of common objectives. Demonstrably independent of 
the private security industry, you will nevertheless have the ability to 
develop an informed understanding of its operations and constituent 
parts. Your proven strengths in negotiation and communication will 
ideally be backed by an understanding of public-sector processes. 
Ref: B5951 


CAPITA RAS 


www.capitaras.co.uk 


The Economist September 29th 2001 
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Chief Executive 


£59,088-£98,494 
(or more for exceptional candidate) 


Shaping and guiding the Authority through its initial months, you will 
also establish its long-term direction, building and managing a team 
of up to |10 staff. Liaising with government, police, local authorities 
and other stakeholders, you will be responsible for developing 
licensing criteria, introducing the licensing process and setting 
approval criteria. Working closely with others, you will seek to raise 
skills, training and supervisory standards across the industry. 


You will be a confident and decisive leader with proven experience 
of initiating and implementing substantial project programmes. An 
effective manager of people, resources and logistics, you should be 
familiar with public-sector processes - including financial 
management, business policy and procurement - and, ideally, PPP 
arrangements as well as security industry issues. With your assured 
communication skills, you will be capable of developing a positive, 
open culture that recognises the concerns of all interested parties 
without compromising the SIA’s independence or business mission. 
Ref: B5949 


For further information and an application form (to be returned by 
16th October 2001), please write to Capita RAS, Innovation Court, 
New Street, Basingstoke, Hampshire RG2! 7JB, or telephone 01325 
745170 (24 hours), or fax 01256 383787. Internet: 
www.capitaras.co.uk In all cases, please quote the appropriate 
reference. 


The Home Office is an equal opportunities employer. We welcome 
applications from candidates regardless of ethnic origin, religious belief, 
gender, sexual orientation, disability or any other irrelevant factors. 
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Home Office 


BUILDING A SAFE, JUST 
AND TOLERANT SOCIETY 


*° Executive Focus 


International Monetary Fund 


For the newly established multi-donor financed Caribbean Regional 
Technical Assistance Center (CARTAC) located in Barbados, 
the International Monetary Fund (IMF) is seeking: 


Advisor in the Supervision of Offshore Financial Activities 


The Advisor will be part of a team working with Caricom countries and the 
Dominican Republic on a broad range of financial supervision issues, including the 
Strengthening of domestic regulations and improving the compliance with applicable 
codes and standards. The Advisor's focus will be or addressing Supervisory issues 
ansing from the presence of offshore financial companies. The Advisor's specific 
tasks will include analysis and review of current policies, development of policy 
alternatives, contribution to regional training seminars and workshops on 

relevant issues, and providing “hands-on” assistance in the implementation of 
technical assistance advice. The Advisor will be posted in Barbados, but short-term 
travel to different Caribbean countries will be necessary. The position will be for an 
initial period of one year, with the possibility of an extension to three years 


Qualifications: 

Minimum requirements include a university degree in a relevant field, a minimum 
of ten years’ experience in financial supervision gained in a central bank or 
Supervisory agency, with some direct exposure to offshore financial issues 
Experience of non-bank financial supervision is valuable, Candidates must have a 
proven interest in the new developments in the supervisory area and the challenges 


posed by recent changes in the intemational financial environment, especially in the 


offshore sector. In addition, experience with the particular challenges faced by small 
countries is a plus. Good interpersonal skills, experience in train ng methodologies 
and excellent written and oral communications skills in English are required. The 
ability to operate in Spanish or French would be an asset 


To Apply: 











oa UNIVERSITY OF TORONTO FACULTY OF LAW 





Faculty Appointments 






The University of Toronto, Faculty of Law invites applications from 
outstanding scholars for cight tenure track professorships at the level 
of assistant, associate or full professor to commence July 1, 2002. 


Four positions are earmarked for scholars with demonstrated interests 
in the areas of electronic commerce; international law and 
development; international human rights; and environmental 
law, respectively. Endowed chairs have been established in cach of 
these areas which may be filled during the search process, depending 
on the experience and qualifications of the successful candidates. One 
additional position is carmarked for a scholar with demonstrated 
interests in the area of Aboriginal law. 


The Faculty is also secking outstanding scholars for three non 
earmarked positions. 


Salary will be commensurate with experience and qualifications. 


Interested applicants should forward a curriculum vitae, a writing 
sample and the names of three referees to: 

Kate Hilton 

Secretary, Appointments Committee 


Candidates meeting the qualifications are invited to apply onine by 


October 10, 2001 at www.imf.org/recruitment. Please make 


explicit reference to Vacancy No. R01296B. 


Further details about CARTAC can be found in 
IMF News Brief No. 01/85, on its Web site 


http://www.imt.org 





IDRC >, CRDI 


International Develoon Cent 
AP 


Research Centre 


Canada’s International Development 
Research Centre (IDRC) is known 
internationally for its work in helping 
developing countries build their local 
research capacity. It is one of the 
world’s leading institutions in the 
generation and application of new 
knowledge to meet the challenges of 
international development. For more 
than 30 years, IDRC has worked in 
close collaboration with researchers 
from the developing world in their 
search for the means to build a 
healthier, more equitable, and more 
prosperous society. We believe that 
the development of poor countries 
depends on the capability of its 
citizens to address their own social, 
economic, and environmental prob- 
lems. Over the past three decades, 
IDRC has built an impressive global 
network of researchers, scientists, 
policymakers, and decision makers. 


175 pour le 


leveloppement international 





Faculty of Law, University of Toronto 
84 Queen’s Park, Toronto, Ontario, M5S 2C5 
k.hilton@utoronto.ca 






Applications must be submitted by October 31, 2001. The University of 
Toronto is strongly committed to diversity within its community. The 
University especially welcomes applications from visible minority group 
members, women, Aboriginal persons, persons with disabilities, and 
others who may contribute to further diversification of ideas. 







VICE-PRESIDENT 


PROGRAMS AND PARTNERSHIPS BRANCH 
OTTAWA 


The International Development Research Center is currently seeking a dynamic, 
experienced, innovative Vice-President, Programs and Partnerships. This is a key 
senior management position, based at IDRC headquarters in Ottawa. Reporting 
directly to the President, the Vice-President, Programs and Partnerships provides 
leadership in formulating and implementing program strategies and approaches to 
support research in developing countries. Candidates must be fluent in English 
and French and will possess established credibility in international development 
and research as well as a demonstrated ability to effectively manage human and 
financial resources. The salary will be in the range of $130,553-$153,637 (Cdn.) 
per annum, commensurate with the incumbent's qualifications and experience. 
We offer a very competitive benefits package, and relocation assistance, if 
necessary, will be provided. 


Candidates can find out more about IDRC and may view the detailed job description 
on the IDRC web site at (http://www.idrc.ca/careers/). 


Cover letters and resumés quoting Competition PR-001 should be sent no later 
than October 19, 2001, by e-mail to vpcomp@idre.ca or by fax to (613) 238- 
7230. Mailed applications should be sent to: Human Resources, IDRC, P.O. Box 
8500, Ottawa, Ontario, Canada K1G 3H9. 


IDRC is committed to employment equity and encourages applications from qualified 

women, men, visible minorities, aboriginal peoples and persons with disabilities. We 

thank all applicants for their interest and will contact only those candidates whose 

skills and experience best match the requirements of the 

position. Contacts will be made either by IDRC or by the firm teal 

of Renaud Foster, Management Consultants. Canada 
The Economist September 29th 2001 








Executive Focus 


www.undp.org/ohr/lead 
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At the United Nations 
Millennium Summit, the 
world’s leaders pledged to 
cut global poverty in half 

by 2015. The United 

Nations Development 

Programme is charged 
with helping to make this 

happen. We want you to 


work with us. 


Partnerships to Fight Poverty 


Seti aiid tenants tnetinmel 


It’s your time to choose 
Take the first step toward becoming a practitioner against poverty 


UNDP is a “thinking and learning organization” at the forefront of today's 
development dialogue in championing the poor and disadvantaged. Based in 
132 country offices, we work to provide development advocacy, advice and 


capacity building to 180 nations and territories around the world. 


The Leadership Development Programme (LEAD) provides individuals with 


opportunities to develop the knowledge and skills to serve as leaders for UNDP - 


sharing our vision for human development while oftering advice and new ideas 
across cultures and all strata of society. LEAD will provide an excellent entry 


point for people at an early stage in their career. 


The qualified applicant will have a Master's degree (or equivalent); proficiency 
in English and at least one of the following languages: French, Spanish, Arabic, 
or Russian; and 2-3 years of experience in development, crisis/post-contlict 
management, consultancy, developing countries, or management in a 


multi-cultural environment. 


For information on this program and application procedures, please visit 
www.undp.org/ohr/lead. The application deadline is 15 October 2001. 


We are an equal opportunity employer. 


kP @ 
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** Executive Focus 


Health Technology Board 
for Scotland 


NHS 
= 


SCOTLAND 


The Health Technology Board for Scotland - a special Health Board 
based in Glasgow - provides advice to NHSScotland on the clinical 
and cost effectiveness of new and existing health technologies 
within the framework of Health Technology Assessment. 


Principal Health Economist to £60,147 (ref:HTB1) 


Reporting to the Director, the Principal Health Economist must be 
prepared to take on national debate in the media about healthcare 
prioritisation issues and explain the place of robust Health Technology 
Assessment in spending wisely to improve Scotland's Health. 


You will lead the HTBS Governance Board in making value for 
money judgements on the basis of robust economic evaluations. 
Development of effective working relationships with Economists 
from the Scottish Executive, other HTA organisations, industry and 
academia will be key. To succeed, you will have a degree in Economics, 
a postgraduate qualification in a relevant subject - and at least ten 
years’ experience in performing economic analysis within a healthcare 
environment. You will also be flexible, a first class negotiator and 

a team player with excellent attention to detail. 


An honorary chair in a Scottish University will be established for 
the appropriate candidate. 


Senior Health Economist to £49,435 (ref:HTB2) 


Reporting to the Principal Health Economist, you will develop robust 
economic evaluations reflecting the patient journey of care in 
NHSScotiland - utilising realistic Scottish resources and costs. You 
will critically appraise and review economic and health economic 
studies and create close links with economists involved in the work 
of NICE and other international HTA organisations. You will bring 

a degree in Economics - a postgraduate qualification in a relevant 
subject - and at least four years’ experience of performing economic 
analysis within a healthcare environment. Engendering trust and 
respect, you will have strong conceptual, analytical, communication 
and influencing skills. 


Health Economist to £37,507 (ref:HTB3) 


Reporting to the Senior Health Economist, you will provide 
economic support to the broad range of cost effectiveness advice 
the HTBS offers to NHS Boards. Assisting in the development and 
testing of robust economic models, you will also provide 
NHSScotland budget impact estimates for NICE Technology 
Appraisal Guidance - as well as critically appraising the cost- 
effectiveness of literature. Your excellent team working and 
communication skills will enable you to develop effective working 
relationships with the Industry and other researchers, to obtain high 
quality submissions of data and analyses. Along with a degree 

in Economics, you will have at least two years’ experience 

of performing economic analysis within a healthcare environment. 


All secondments and part-time positions will be considered. 


informal enquiries to Professor Karen Facey, Director, 
HTBS, tel: (0141) 225 6990, or email: kfacey@htbs.org.uk 


Application forms and further particulars (quoting ref) 
are available from North Glasgow University Hospitals 
NHS Trust, Stobhill Hospital, Recruitment Centre, 

tel: (0141) 201 3561/3556, or visit our website at: 
www.htbs.org.uk 


Closing date: 19 October 2001. 





The Commonwealth Secretariat 


$ An association of 54 independent Commonwealth countries 
$ Provides a global service to about one-third of the world's population 


© Bridging the gap between developed and developing Commonwealth countries 


Senior Programme Officer 
(International Trade & Regional Co-operation) 
ECONOMIC AFFAIRS DIVISION 


We aim to be a global leader by setting even higher standards to promote consensus-building and 
policy development on national and international economic issues. Fostering multilateral trade to 
enhance Commonwealth countries capacity to adapt and develop trade and regional integration 
policies within the international trading system. 


Reporting to the Chief Programme Officer your responsibilities will include: 


Identify, develop and design technical assistance projects in trade policy and related fields; 
Conduct research on projects; organise and manage mectings/ seminars/workshops/conferences 
and training of senior government officials; develop key partnerships with a range of external 
Organisations and institutes; 

Monitor trends and developments in the world economy; strategically plan and develop the 
division's work on regional economic integration co-operation and small states development. 


You will have strong communications skills, and be able to work as a team player in a 
multidisciplinary and multi-cultural setting. As well as the challenge of a global role, you will have 
the opportunity to work at a strategic level, whilst also taking operational responsibility 


A post-graduate degree in Economics, a PhD in Economics, specialisation in international trade 
would be desirable. Extensive work experience in economic research and policy analysis in the area 
of international trade, Work experience at a responsible level in government, relevant international 
institutions, research organisations or universities. 


. The appointment is for a period of three years in the first instance and is open to nationals of 
all Commonwealth countries, 

A competitive international package is provided and application is by detailed CV which should 
be forwarded only after applicants have received the information pack available from: - 
Gladys Mhone - Personnel & Staff Development Department, Commonwealth Secretariat, 

Marlborough House. Pall Mall, London SW1Y SHX, UK 
Tel: [44] 020 7747 6181; Fax: [44] 020 7747 6520: E-mail: g mhone@commonwealth.int 
Closing Date: 26 October 2001 


We regret that it will not be possible to acknowledge applications individually. Only shortlisted 
candidates will be contacted. 
The Commonwealth Secretariat is an Equal Opportunity Employer with a website at: 
www.thecommonwealth.org 









For upcoming development assistance projects in Asia, SAGRIC International is seeking 


Team Leaders & Senior Advisers 


specialising in 












I Water (Ref No EW-01) I Social Development & © 


















- Rural water supply and sanitation Health (Ref No ES-01) 

- Water resources management - HIV/AIDS & primary health care 

- Community development - Health systems management 

- Institutional strengthening & - Civil society 
capacity building - Rural development 

I Governance (Ref No EG-01) [i] Education (Ref No EE-01) 

- Institutional strengthening - Basic education 

- Strategic planning - English language 

- Finance - Decentralisation 

- Decentralisation - Distance education 






Required Qualifications and Experience: Appropriate tertiary qualifications; relevant experience 
in developing countries in Asia; proven ability to work in multi-disciplinary teams; excellent 
communication skills. Proficiency in one or more Asian languages, and training/ capacity building 
experience, would be desirable. 

For AusAID Projects: SAGRIC is particularly seeking experienced Team Leaders and Senior Advisers 
for AusAID projects. To qualify, applicants need to be Australian or New Zealand citizens or permanent 
residents. 

SAGRIC International is a leading international project management and consulting company. 
Since 1979, SAGRIC has successfully completed more than 800 development assistance projects 
funded by multilateral development banks and bilateral donors in 70 countries. 


















Si AM __ Applications: Please send CVs to 
SA GRIC /  KylieGreen, 70Hindmarsh Square, Adelaide, 
NTERNATIONAE/ South Australia, Australia 5000; 
Tel +61 88232 2400; 
A member of Coffey International Ltd ee 
kylieg@sagric.com.au, 





http://www.sagric.com.au quoting the relevant RefNo. 
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Executive Focus 





Director of 
Policy and Economic Strategy 
circa £50K 


The Mersey Partnership (TMP) champions the Merseyside area as a greal 
place to live, work, invest and visit. Supported by corporate members and 
public bodies, we pursue economic development, attracting investment, 
and promoting tourism 


We are recruiting for a senior, experienced individual to become our Director 
of Policy and Economic Strategy, responsible for 


working with partners to implement ‘An Action Plan for Merseyside 
2002-2005’; 

creating and using research to underpin the City Region's economic 
development, including maximising linkages with regional and 
national policy; 

sustaining strong collaboration arnongst economic development 
agencies across the City Region, and with Government 


The new Director needs a minimum of twelve years’ relevant work 
experience, and the maturity and standing to be received well by CEOs and 
others in partner organisations locally and nationally. Proven expertise is 
needed in a similar role covering economic analysis, urban regeneration or 
strategic consulting. Knowledge of the Merseyside economy would help but 
is not essential 


Please send your CV, by October 16 2001, to: 

Mrs Sue Hamilton, The Mersey Partnership, Cunard Building, 
Pier Head, Liverpool L3 1ET 
(email:sue.hamilton@merseyside.org.uk). No calls please 


TMP is supported by the European Regional Development Fund under the Objective One 
programme lot Merseyside 


the mersey r 
PARTNERS INF | _ makeit me EOE 


iea.orguk 


The Institute of Economic Affairs 
2 Lord North Street 

London SWIP 3LB 

Charity No CC/235 351 


THINK-TANK PROGRAMME DIRECTOR 


The Institute of Economic Affairs (IEA) seeks a successor to Professor Colin Robinson, 
who retires during 2002. The Director of Programmes oversees the IEA’s publications, 
website and conferences and seminars, and is responsible to the Director General and 
Managing Trustees. 


Applicants must 


© be able to demonstrate commitment to the ideas championed by the IEA: 

* possess excellent editorial and writing skills, and be able to bring out the best in 
others; 

* have a good ‘nose’ for topics and talent of interest to the IEA; 

* be able to speak well in public and on radio and television; and 

+ he creative and energetic 


The position is likely to appeal to a wide range of individuals including but not limited 
to academics, city economists and journalists, 


The IEA, an educational charity, was founded in 1955 and is Europe's leading free- 
market think-tank. The [EA's mission is to improve public understanding of the 
fundamental institutions of a free society, with particular reference to the role of markets 
in solving economic and social problems. The IEA is independent of any political party 
or group, being financed by sales of publications, conference fees, and voluntary 
donations. The IEA’s current research focus is wide but is mainly concerned with: 


© a market-driven vision of Europe; 

* private options in the health/education/weltare sectors: 
* private solutions to risk/regulatory issues; and 

* the moral case for capitalism. 


Please send a brief letter of application and résumé with required salary in 
confidence to John Blundell, Director General, IEA, 2 Lord North Street, London 
SWIP 3LB by October 15th, 




























Managing Director 
International Consulting Division 





® 


ADAM SMITH 
INSTITUTE 





Salary to £120,000 + share options + benefits 





The Adam Smith Institute, a leading economic policy think-tank, was founded in 1977 and has since continued to be highly 
influential in the formulation of UK economic policy with successive governments. A decade ago the Institute formed its International 
Division — Adam Smith International - which provides expert training and project-based consultancy advice on economic and 
governmental reforms to developing & transitional economies around the world. This has grown to a substantial multi-million £ 
business with major projects in Asia, Africa, South America, Eastern Europe and the Middle East, and regular international training 
courses for government ministers. Projects range from macro-economic and trade policy, through to privatisation, utility sector 
regulation and reform of government operations and finances. 


The Institute is seeking a ‘hands-on’ Managing Director to head Adam Smith International - leading its current 5 practice areas and 
taking the business forward through the next stage of growth. 


Candidates will have experience in international donor-funded economic reform projects and expertise in acquiring and directing 
major consultancy projects. He/she will have worked at least in two of the Institute's existing practice areas and have the ability to 
develop new fields of consultancy work. Candidates will also have a firm grasp of relevant economic issues and, as a potential 
global representative of the Adam Smith Institute, will have excellent communication and presentation skills. A willingness to spend 
20%+ of the time overseas is important. 


Apply in confidence to: 


Angie Kikkides 

Adam Smith International Ltd 
3 Albert Embankment 
London SE1 7SP 


e-mail: angie.kikkides @ adamsmithinstitute.com 
web: www.adamsmithinstitute.com 

tel: +44(0)20 7735 6660 

fax: +44(0)20 7793 0090 
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Executive Focus 


BUDGET POLICY AND TREASURY ADVISORS 


The U.S. Department of the Treasury is competitively recruiting individuals to serve as long-term and 
short-term budget policy, treasury and macroeconomic advisors to governmental officials of 
transitional and emerging economies. Resident and short-term assignments may be made worldwide, 
but most will occur in Central and Eastern Europe, the former Soviet Union and Southeastern F urope 
For budget development, advisors may assist in the creation of laws and regulations, improved budget 
classification schemes, incorporating better forecasting methodologies into the budget process, and 
assistance in implementing new procedures and budget presentations. Budget execution and treasury 
operations, advisors may assist in establishing/strengthening treasury functions, including developing 
new expenditure regulations, charts of accounts and other coding structures, and cash management 
systems. Advisors may also assist in the structuring of a governmental accounting system. 


Economists may assist in formulating macroeconomic analytical structures and policies, including 
upgrading economic models, the ability of governments to sustain international commitments, and the 
quality of data feeding economic models. 


This recruitment is for assignments globally, with the following specific opportunity available 
immediately: 


* Kiev, Ukraine: Treasury advisor to the Ukrainian Treasury with an emphasis on accounting 
liabilities, Treasury servicing of local budgets, and cash management. 


Qualifications: A background in government budget or treasury processes at the Federal or State level 
is desirable. Applicants should be self-starters. Prior overseas work experience and language skills 
would be distinct advantages. A Master's degree in public finance or related field is preferred 
Applicants must be U.S. citizens or U.S. resident aliens. Salaries are negotiable in accordance with 
government regulations and negotiated in line with current salary history and market comparability of 
similar positions, Overseas benefits are provided as allowed by federal regulations. Successful 
applicants will be subject to a background investigation at the appropriate level. 


This announcement is open and continuous until December 31, 2001, To apply. send resume with 
cover leticr, OF 612. to; 

U.S.Departmentof the Treasury 

Office of Technical Assistance 

Attn: Recruitment Coordinator 

1730 K Street, NW (Suite 204) 

Washington, DC 20006 

dered for these positions, you must submit all of the documents requested above 


Please reference Solicitation Number [ET-2001-0023 on your cover letter, resume and OF-612. 


Only applicants to be interviewed will be contacted. For application materials, visit our web site at 
http://www Y o diwww.treas goväict/forms him! or hitp://www.eps gov 


(search by Solicitation Number LET-2001-0023). The OF-612 can also be found at wwwopm-gov 


The U.S. Government is an Equal Opportunity Employer. 


Dean of Computer 


and Communication Sciences 
at the Swiss Federal Institute of Technology Lausanne (EPFL) 


The EPFL is a growing, dynamic, well-funded university develop- 
ing research programs in engineering, basic and life sciences. In the 
context of a campus-wide reorganization its current departments of 
Computer Science and Communication Systems will be merged into 
“Computer and Communication Sciences”. This field has a high pri- 
ority within EPFL and it is expanding substantially its student body, 
faculty and research funding. A National Competence Center of 
Research, funded by the Swiss National Science Foundation, is 


being created in the field of mobile communications and informa- 
tion systems with EPFL as a leading house. 





USAID 








EEXES 333 
LI LUA 


The U.S. Agency for International Development 


seeks applications from qualified individuals 
interested in working as a Personal Services Contractor 
at the USAID Mission in Pristina, Kosovo as 


Macroeconomist 


responsible for development and oversight of 
macroeconomic and institutional reform programs 
and projects in Kosovo. 


Applications should be submitted no later than 
October 10, 2001. 


For more information about the position 
and instructions on how to apply, please see: 


http://www.usaid.gov/procurement_bus_opp/procurement/psc_solicit/ 


mn HAN 


ECOLE POLYTECHNIQUE 
FEDERALE DE LAUSANNE 


To lead the new combined faculty, EPFL invites applications for the 
position of the « Dean of Computer and Communication Sciences ». 
The ideal candidate has an outstanding academic record and a strong 
vision for research, teaching and industrial developments in the 
field. 


Applications including CV, publication list, addresses for refer- 
ences, and a vision statement should be sent as soon as possible, but 
not later than Jan. 10, 2002 to the address below: 


Prof. Martin Hasler 

Chairman of the Search Committee 
Department of Communication Systems 
Swiss Federal Institute of Technology 
CH-1015 Lausanne, Switzerland 

Phone +41.21.693.26.22 

e-mail: martin.hasler@epfl.ch 


More information on EPFL, the two departments and the National 
Competence Center of Research can be found at 
http://www.epfl.ch, http://diwww.epfl.ch, http://dsewww.epfl.ch and 
http://www.terminodes.org, respectively. 
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Executive Focus 


Trade Economists & WTO Specialists 


Chemonics International, a leading international consulting 
firm, is seeking experienced economists and legal experts in 
trade policy for programs to promote reforms and develop 
institutional and staff capacities in developing countries. 
Specialists with expertise in the areas described below are 
encouraged to apply: 


Trade economists experienced in both policy and analysis 
Trade law and regulatory attorneys / specialists 
WTO-related regulations on tariff and non-tariff barriers 
Agricultural economists; agribusiness and agricultural 
marketing specialists 

Specialists to conduct training for young developing 
country nationals 


è Industry economists 


Qualifications include a Masters or Ph.D. degree in a relevant 
field and at least 5 years of developing country experience. 
Project management experience is desirable. 


To apply please submit cover letter and CV via email to 
ddcole @chemonics.com or via fax to DDC at (202) 955-7540. 
No phone calls please. 


European Organization 
for Nuclear Research — CERN — Geneva 


Near Geneva, CERN is the world's foremost particle physics research 
laboratory. Its current project is the construction and installation of the 27-km 
circumference Large Hadron Collider (LHC) which will switch on in 2006. 


We wish to recruit a communications professional to be our 
PRESS OFFICER (m/f) 


to run the press office, be responsible for managing all contacts with the 
media and act as the Organization's spokesperson. 


With an excellent track record in media or public communication of science, 
you will develop CERN'’s international press image and maintain a network of 
media contacts with media representatives in the general and scientific media 
world-wide. You will be the interface between media representatives and CERN 
management. You will work with the Director-General and his management 
team, keeping them abreast of coverage of CERN in the world’s media. 


You have a university degree in a discipline relevant to the job. 


A background in physics would be an asset. Fluency in English and French a 
must. Other European languages an advantage. 


CERN is an equal opportunities employer offering challenging work, 
competitive salaries and comprehensive social benefits. If you are a qualified 
national from a CERN Member State (AT, BE, BG, CH, CZ, DE, DK, ES, FI, FR, 
GR, HU, IT, NL, NO, PL, PT, SE, SK and UK), please send a detailed 
curriculum vitae in English or French under reference ETT-PP-2001-120-FT to: 
Seamus Hegarty 
Human Resources Division, CERN, 1211 Geneva 23, Switzerland. 
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Economics Consulting in 
Utility Sectors 


ECA is a small, London based, economics consultancy in the utility 
sectors - electricity, gas, water and telecoms. Formed only 4 years 
ago, we have a rapidly growing international reputation working 
world-wide in exciting areas of the reform of markets and 
introduction of competition. We advise utilities, regulators, 
Governments and financing institutions on a range of issues 
relating to regulation, competition and markets. 


We are expanding and need staff with a strong interest in 
economics applied to utilities. The work ranges from policy advice 
to detailed quantitative analysis. Candidates should have a good 
understanding of economics and may be from a range of 
backgrounds including the utility industry, regulation, law or 
quantitative disciplines. They should enjoy the challenges of 
playing a key role in a small, dynamic consulting firm. 


ECA is looking for consultants at both senior and junior levels. 
Rewards are attractive and negotiable. We also have a 
vacancy for an analyst with strong quantitative 

modelling skills. 


Interested? Send your CV, preferably by 
email, to ray.tomkins@eca-uk.com. 


Economic Consulting 
Associates Ltd 

41 Lonsdale Road 

London NW6 6RA, UK 
[http:/Awww.eca-uk.com] 


The British Virgin Islands is a British Overseas Territory in the Caribbean with a 
population of 20,000 and a GDP per capita in excess of $30,000. The BVI Public Service, 
with around 2,700 officers, is in the middle of a comprehensive Public Service 
Development Programme (PSDP). A key component of the programme is the 
development of the Department of Personnel Services into a Department of Human 
Resources with a mandate to manage the transformation to a vibrant “world class” public 
Service 


Director of Human Resources 


The Director of Human Resources whom we seek will need the skill and experience to lead 
the Department in this task over the first three years in order to lay a solid foundation for 
the future and to train a local successor. The Director will be an important member of the 
top management team of the Government and will be expected to advise the Governor and 
Executive Council on all human resource matters. The institution of a vibrant training and 
development programme will be an important part of the Director's duties. 


Core competencies must include the following: 


Effective interpersonal skills with proven leadership, motivational, team building 
and conflict resolution competencies: 


A track record of effective project, programme and policy planning, design and 
implementation 


Extensive experience in the development of human resources and of human 
resource management systems 


Excellent communication skills 


Knowledge of best practice and ability to command the respect of a highly trained, 
multidisciplined public service 


Top-flight skills and expenence in human resource management, particularly in 
relevant qualifications and recent experience of public sector reform. 


In the case of an officer recruited from outside the Territory, passages to the British Virgin 
Islands will be provided for the officer, spouse and up to three (3) dependent children under 
the age of eighteen years, provided they accompany or join the officer in the Territory 
within six months of appointment. Return passages will be provided on completion of 
contract, Allowances for housing, entertainment, car, and telephone are also payable in 
addition to annual leave of 36 days. On satisfactory completion of contract term, a gratuity 
is payable at the rate of 20% of salary. 


Applications giving full details of age, qualifications, experience, marital status and 
availability accompanied by two references should be sent to: The Secretary, Public 
Service Commission, Central Administration Building, Road Town, Tortola, British 
Virgin Islands. 
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Director - 
Latin America Programmes 


MSI is working in over 35 countries worldwide to 

enable couples to have children by choice, not — 

chance, and to provide reproductive health ` 

services. The Latin America programme K 

currently operates in Bolivia, Honduras, Mexico 4 

and Nicaragua with clinics, mobile units and T usiness 
community health promoters in both urban and a 
rural areas. haere 
We need a results and marketing oriented 
business manager with good programming 
experience to strengthen our activities and | 
implement MSI's social franchising model; 
research in the region; develop and sell new Mi 
projects to funders; provide technical support 
and energise existing programmes. You would O 
be required to undertake significant travel from 
your Central London office. 


We seek a pertinent degree, fluent written and © 
spoken Spanish and Latin American 
management/ marketing experience. Knowledge 


of reproductive healthcare an advantage but 
not essential. 


Preference will be given to non-smokers. 


For further details, please call 020 7574 7424 
or e-mail recruitment@stopes.org.uk by 
5th October 2001 quoting ref:MSI/880. 


JA., RL NAVI AW 
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THE UNIVERSITY OF ST. THOMAS, ST. PAUL, MINNESOTA 


Dean, College of Business 


Minnesota's largest independent university is seeking a Dean, College of 
Business. Founded in 1885, the University of St. Thomas is a comprehensive, co- 
educational, Catholic university that emphasizes value-centered, career-oriented 
education, It seëks to develop morally responsible individuals who combine career 
competency with cultural awareness and intellectual curiosity. 


The new Dean will lead 80 faculty and a student body of 3060 graduate students 
and 2090 undergraduate students. The University has earned the support of the 
local business community as a result of the high quality of instruction provided 
and the applied approach presented throughout its business curriculum. The 
College is now taking steps towards achieving AACSB accreditation. 


An international search is under way for a new Dean who will bring a history of 
strong leadership and management experience and an ability to energize the new 
College. The Dean will have responsibility for one undergraduate degree, four 
graduate degrees, professional development centers and a planned school of 
entrepreneurship; opportunity to shape the College through significant faculty 
hiring; will also be the ambassador for the College of Business to students, faculty, 
president, senior administrative staff, Board of Trustees, and extended community. 


The successful candidate will have a record of leadership and team building skills; 
demonstrated ability to manage change; entrepreneurial and a global perspective; 
an appreciation for the role and importance of technology in business and 
academic worlds. The University seeks an individual who combines these qualities 
with a commitment to the values and mission of St. Thomas. Academic 
administrative experience and a doctoral degree are preferred. 


For full consideration, materials should be received by December 1, 2001.The 
position is open until filled. All inquiries, nominations and applications for this 
position will be held in strict confidence and should be directed to: HR DEPT., 
Mail #AQU217, 2115 Summit Avenue, St. Paul, MN 55105. AA/EOE 
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Executive Director of the Secretariat for 
The Global Alliance for Improved Nutrition 


The newly-created Global Alliance for Improved Nutrition (GAIN) is seeking a 
full-time Executive Director to manage the operations of its Secretariat. GAIN 
brings together public and private partners and mobilizes global resources to 
provide appropriate and effective interventions for the elimination of vitamin and 
mineral deficiencies. The Alliance supports sustainable activities on both the 
national and regional levels. Partners include bilateral donors, foundations, 
multilateral agencies, and private sector organizations, GAIN will foster and 
support food fortification and other sustainable micronutrient strategies in 
developing countries that will save lives and improve health, productivity, and 
cognitive function. 


The Executive Director of the Secretariat will report directly to the GAIN Board 
of Directors. Candidate selection will be subject to approval by the Interim Board 
of Directors. The Executive Director will receive a competitive salary 
commensurate with qualifications and experience. The Secretariat will be located 
in New York, Washington D.C., Geneva, or Rome. 


Duties and Qualifications: 

GAIN seeks an effective and innovative Executive Director with significant 
management and international policy expertise who will establish and coordinate 
the overall operations of the Alliance, direct the Alliance’s grant-making 
processes, and serve as spokesperson for the Alliance on behalf of the Board. 
Experience should also include work with major international health organizations 
and knowledge of food fortification and other nutrition interventions. 


Applications: 
Please send a letter of application, complete curriculum vitae, and three 
references by regular or e-mail to: 


GAIN Interim Board of Directors 
c/o The World Bank 
Attn: Milla McLachlan 
1818 H Street NW, MSN G7-701 
Washington, DC 20433 
nutrition @ worldbank.org 


Closing date for applications: October 31, 2001 
Hiring process to begin: November 15, 2001 


Positions with the African Trade Insurance Agency 


The African Trade Insurance Agency (ATT) is a newly established multilateral 
institution based in Nairobi. ATI's principal objective is to improve access to 
financing for investments in participating countries and for the expansion of 
participants’ foreign trade and intra-African trade, As an insurance agent and then 
insurance company, ATI will meet this objective by providing political and credit 
risk insurance in partnership with the region's private sector. 


ATI is seeking to fill the following positions: 


- Chief Financial Officer: Reporting to the CEO, the CFO will have prime 
responsibility for the financial management of the Agency, and be closely 
involved in ICT processes, as well as the human resources function. CFA or 
equivalent, with a minimum of five years in a similar position is required, 
insurance experience a definite advantage. 


Environmental Specialist: Reporting to the CFO, the Environmental 
specialist will assess trade and investment transactions’ compliance with the 
Environmental Manual. Environment engineer (masters level) or equivalent, 
good knowledge in environmental laws and standards in Africa and practical 
experience in dealing with governments, and NGOs is required. 


Underwriters (3): Reporting to the CEO, the underwriters will underwrite 
insurance policies in accordance with the Operations Manual. Political and 
credit risks will be underwritten. The function also involves client relations 
and portfolio management, and marketing of the insurance product. 
Possibly masters degree or equivalent, with strong trade finance experience 
(banking or insurance) or marine/cargo insurance experience is required. 


These Nairobi-based positions offer a competitive package for local and 
international staff. They provide a rare opportunity to join a fast growing new 
organization, with scope for career growth for the right candidates. 


Applicants should submit a comprehensive CV, indicating their full current 
remuneration package, and a covering letter outlining the reasons why they 
believe they are suitable for the position. Applications should be emailed to 
md @ati-aca.com, by October 12, 2001. 


Inquiries for additional information should be directed to: 
underwriting @ ati-aca.com. 


All applications will be treated in the strictest confidence. 
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THE WORLD 
IN YOUR CLASS 


Committed to being an international center of excellence for 
management education, Rotterdam School of Management is 
the Graduate School of Business at Erasmus Universiteit 
Rotterdam in The Netherlands. 


Masters in 
Sustainable International 
Development 


Brandeis University 


KNOWLEDGE ApvANCING SOCIAL JUSTICE 


Jom us if you are a development planner, early to mid-career, to study and solve 
problems of acute world poverty, threatened environments and ethical economic 
development. Our students and faculty come from over 25 countries and learn 


The Rotterdam School of Management's Full-time MBA - ; ; ' rtp ; - 
aeS i together in a stimulating multicultural, interdisciplinary environment. This year 


ROTTERDAM SCHOOL OF MANAGEMENT 


(General Management) and MBA/MBI (plus Information 
Technology) bring together participants from 50 countries 
for an intensive 15-month “hands-on” approach to 
management, taught entirely in English. Work experience 
is required. 


For working professionals with at least four years 

of experience, RSM offers 2-year Part-time International 
MBA and MBA/MBI Programs, Courses are usually held 
on Friday evenings and Saturdays every other week, 

The curriculum includes study trips abroad. 


EXECUTIVE PROGRAMS 


The Rotterdam School of Management also offers Open- 
enrollment Executive Courses, tailor-made 
In-Company Programs and Consortium Programs. 


Burg. Oudlaan 50, 3062 PA Rotterdam 
The Netherlands 

Phone: +31-10-408 2222 
Fax: +31-10-452 9509 


we have 65 students-in-residence and more doing fieldwork. 


STUDY WITH RENOWNED FACULTY 
with real world policy and 
implementation experience 
including Robert Reich, Laurence 
Simon, Jehan Raheem, Susan 
Holcombe, S.W. Kotagama, 
Ricardo Godoy, Jeff Ashe, and 
Dessima Williams. 


BROADEN YOUR UNDERSTANDING 

of development theory, project 
planning, implementation and 
evaluation, gender analysis, 
participation, integrated 
conservation and development, 

law and development, food security, 
health economics, micro-credit, 
GIS, civil society, demography, 


Your first year is in-residence 

at the Heller School, Brandeis, and 
your second year is fieldwork in 
your home country or abroad. We 
offer a low student-faculty ratio, 
caring community, and a wonderful 
Boston-area location. Next class 
begins September 2002 

phone: 781-736-2770 

fax: 781-736-2774 

e-mail: SIDECF@brandeis.edu 

web: http://heller brandeis.edu/sid 


Partial scholarships available. Applications 
and information on-line or contact 
Sustainable International 
Development Program 

Brandeis University 


RSM C~- 


Rotterdam School of Management 
Erasmus Graduate School of Business 


PO. Box 549110 / MS 078 
Waltham, Massachusetts 02454-9110 
USA 


natural resource management, 
land reform, and much more. 


E-mail: rsm(@rsm.nl 
Internet: www.rsm.nol 


Republic of Cyprus 


Ministry of Communications and Works 


Concession Contract for the Re-Development of Larnaka Port 


The Ministry of Communication and Works (the “Ministry"), on behalf of the Government of the Republic of Cyprus, and advised by 
PricewaterhouseCoopers, is initiating a tender process for the award of a concession contract to a suitable bidder (or consortium) for the re-development 
of Larnaka Port under a long term Design-Build-Finance-Operate style contract, 


Request for an Information Circular 

The Ministry invites prospective parties to apply to the address given below, for an Information Circular which provides more information on the 
proposed project, the transaction structure and the procurement process. All requests for the Information Circular should be received by 12:00 on 
12 October 2001. Parties who are interested in the potential of the project are requested to respond to the Information Circular, informing the Ministry 
of their interest and any views that they may have on the project. Appropriately qualified applicants will subsequently be sent a Preliminary Information 
Memorandum and an Invitation to Submit Outline Proposals, 


Project scope 
The Government's intention is to re-develop the existing port of Larnaka, transforming it into a major cruise passenger destination. This re-development 
will be undertaken as a public private partnership. 


The re-development is likely to include the reconfiguration of the existing port infrastructure (to include a larger vessel turning circle and the 
realignment of quays) and the development of the extensive land which is within the current port boundaries. The concessionaire will be required to 
undertake the port construction and real estate development, and to manage and operate passenger and commercial port operations. The form of the real 
estate development will have to be consistent with, and complementary to, the development of the port as a major cruise passenger destination. The 
Government is aiming to attract bidders with innovative re-development concepts and approaches, which will enable the Republic of Cyprus to 
maximise the project benefits and provide value for money. 


Please reply to: The Senior Control Officer, Ministry of Communications and Works, 28 Acheon Street, CY-1424 Nicosia, Cyprus; Tel. Number: +357 


2 800253, Fax Number: +357 2 776272 
PRICEWATERHOUSE(COPERS 


PricewaterhouseCoopers refers to the UK firm of PricewaterhouseCoopers and to the worldwide PricewaterhouseCoopers organisation The UK firm of 
PricewaterhouseCoopers is authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business. 
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Hutchison International 
Finance (01/08) Limited 


HKD12,000,000,000 
Term Loan Facility 


Coordinating Arranger, 
Bookrunner & Agent 


July 2001 


Citic Pacific Finance (2001) 
Limited 


USD450,000,000 
10-year Global Notes 


Joint Lead Manager & Joint Bookrunner 


May 2001 


Reliance Petroleum Limited 


USD500,000,000 
Term Loan Facility 


Coordinating Arranger & Bookrunner 


May 2001 


Lingui Developments Berhad 


USD100,000,000 
Term Loan Facility 


Sole Coordinator, Arranger & Bookrunner 
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5-year & 7-year Fixed Rate Notes 


Arranger & Joint Bookrunner 


April 2001 


Kerry Properties Limited 


HKD6,000,000,000 
Revolving Credit / 
Term Loan Facility 


Coordinating Arranger & Bookrunner 


June 2001 


Hong Leong Holdings 
Limited 


SGD500,000,000 
Revolving Credit Facility 


Coordinating Arranger & Bookrunner 


May 2001 


The Hongkong Land Finance 
(Cayman Islands) Company 


USD600,000,000 
10-year Global Notes 


Joint Lead Manager & Joint Bookrunner 


April 2001 


PCCW-HKT Telephone 
Limited 


USD4,700,000,000 
Term Loan Facility 


Coordinating Arranger, 
Bookrunner, Facility Agent 
& Security Agent 


March 2001 
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Issued by The Hongkong and Shanghai Banking Corporation Limited 


Walsin Lihwa Corporation 


NTD3,550,000,000 
Term Loan Facility 


Coordinating Arranger, 
Bookrunner & Agent 


June 2001 


Thai Tank Terminal Limited 


USD24,620,000 & 
THB 923,310,000 
Club Loan Facility 


Joint Arranger 


May 2001 


Tenaga Nasional Berhad 


USD600,000,000 
10-year Global Notes 


Joint Lead Manager & Joint Bookrunner 


April 2001 


CDL Properties Limited 


SGD450,000,000 
Secured Transferable 
Term Loan Facility 


Joint Arranger & Bookrunner 


January 2001 
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A vote for bin Laden? 


DHAKA 


The intruder in a violent election campaign 


OSTERS in support of Osama bin 

Laden are competing for wall-space 
among those of the official candidates in 
Bangladesh's general-election campaign. 
But who would wantto be associated with 
him? No respectable politician, surely. The 
caretaker government that has been run- 
ning the country during the election per- 
iod has assured the United States of its sup- 
port, even offering the use of its airfields. 
Both the main parties, the previously gov- 
erning Awami League and the Bangladesh 
Nationalist Party (BNP), have said they are 
solidly against terrorism. Everyone has 
been shocked that at least 50 Bangladeshis 
appear to have died in the attacks on the 
World Trade Centre in New York on Sep- 
tember 11th. 

Yet among the 127m people in this over- 
whelmingly Muslim country it is inev- 
itable that some do not share the official 
line. An Islamic political party, the Jamaat- 
i-Islami, formally condemns terrorism, but 
“suggests” that the United States should 
try toidentify “the real culprits” before tak- 
ing any action. The Awami League, fight- 
ing for re-election on October 1st in what is 
predicted to be a close vote, says the BNP 
has allied itself to two hardline Muslim 
parties, and that if it wins the country will 


lose its secular nature. The League fer- 
vently hopes that any attacks on Afghani- 
stan, where Mr bin Laden is believed to be 
hiding, will take place after the election. 
Should they come earlier, a nervous na- 
tion might, however irrationally, blame 
the previous ruling party. Any attack could 
provoke uncontrollable demonstrations in 
favour of Mr bin Laden, interfering with 
orderly voting. Already anti-American de- 
monstrations have been held in Dhaka. 

The election campaign is being given 
much less prominence in the country’s 
newspapers than the events in Afghani- 
stan and in Pakistan—of which Bangladesh 
was a part until it broke away in 1971. But 
the “terror” debate has at least introduced 
a moral element into a campaign other- 
wise dominated by the mutual antipathy 
of Sheikh Hasina of the Awami League 
and Khaleda Zia of the BNP. The two lead- 
ing ladies appear more interested in trad- 
ing ever more vitriolic insults than in hold- 
ing a serious exchange. Each has accused 
the other of carrying out violent attacks 
against her political opponents and both 
have produced x-rated video evidence de- 
picting blood-spattered victims to support 
their case. 

It has indeed been a violent campaign. 


The Economist Septembe 


Also in this section 


36 Japan’s contribution to the fight 


36 Cautious Indonesia 





36 Political power in India 
38 Village elections in China 


So far more than 100 people have died, 
among them ten in a bomb explosion at a 
political rally in Bagerhat, in south-west 
Bangladesh. No party admitted respon- 
sibility. Officials said “Islamic radicals” 
might have carried out the attack. The care- 
taker government, under pressure to en- 
sure that the vote for the 300 seats in par- 
liament is free and fair, has deployed over 
50,000 troops to keep the peace. At the 
start of the campaign it said it would take 
the gun out of Bangladeshi politics, but 
armed Awami League and BNP supporters 
are to be seen everywhere. 

Indeed, such issues as have been venti- 
lated in the campaign have revolved 
around the problem of violence. The BNP 
claims that the Awami League govern- 
ment failed to provide law and order. Most 
Bangladeshis say violent crime is on the 
increase, and the Awami League has pri- 
vately conceded that it has failed to com- 
bat the problem successfully. The election 
itself was preceded by a series of general 
strikes, some of them violent. 

Nevertheless, Sheikh Hasina claims 
that she has done well: that she has im- 
proved relations with India, ended an in- 
surrection staged by tribal rebels in the 
Chittagong Hill Tracts of the south-west, 
and overseen a period of sustained econ- 
omic growth. The economy grew by 5.9% 
last year and the rate is predicted to rise to 
6.1% in 2001-02. Agriculture, the main em- 
ployer, is prospering, although not enough 
to provide all the jobs required by a rapidly 
expanding population. Bangladesh needs 
more foreign investment. But that is tied to 
the promise of stability, far from certain in 
Bangladesh at present. m 
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Japan and the fight against terrorism 


Uncharted waters 


TOKYO 
Koizumi reassures Bush 


HEY will not look especially potent, 

bobbing alongside the assembled 
might of the United States’ navy. But the 
destroyer, supply boat and two escort 
ships that Japan’s defence agency is itching 
to dispatch to the Indian Ocean are already 
making big waves at home. For the first 
time since the second world war, Japanese 
forces could end up serving in a war zone. 
New laws will be needed, and perhaps a 
new interpretation of Japan’s constitution, 
which renounces war. 

Both topics are encouraging a lively, 
and long overdue, public debate. One sur- 
prise is the big shift in public opinion. Dur- 
ing the Gulf war ten years ago, most Japa- 
nese shrank from sending troops to the 
Middle East. Buta poll by the Nikkei news- 
paper finds that more than two in three fa- 
voured providing logistical support for 
American forces this time. Visiting Wash- 
ington this week to pledge military sup- 
port, Junichiro Koizumi, the prime minis- 
ter, spoke of Japan's shared “strong anger” 
at the terrorist attacks, an unusually force- 
ful phrasing for a Japanese leader. 

Conservatives have wasted no time 
capitalising on the public mood. The Japa- 
nese must help their American allies, 
thundered the right-wing Yomiuri news- 
paper, and not just with “tea and biscuits”. 
Part of this reflects the nature of the ene- 
my. Not even Japan can afford to think of 
itself as safely isolated from the threat of 
international terrorism. Shortly before the 
strikes on New York and Washington, 
America had given a warning of a possible 
attack on its military bases in East Asia. 

Japan is host to more than 40,000 
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American troops. Intelligence reports sug- 
gest that a dozen or more associates of 
Osama bin Laden entered Japan in early 
September. Japanese security forces are 
said to be investigating the abandoned of- 
fices of a second-hand car dealership in 
Saitama prefecture, which had shipped 
cars to Pakistan and Afghanistan. Terro- 
rists may have profited in Japan's financial 
markets. This campaign feels uncomfort- 
ably close to home. 

Yet Japan’s self-defence forces find 
themselves as hopelessly ill-equipped to 
protect the homeland as they do to wage 
war abroad. Without an explicit order 
from the prime minister, Japanese troops 
are not allowed to guard the prime minis- 
ter’s residence, nuclear power stations, 
American military bases or a host of other 
likely terrorist targets. Stranger still, Japan 
cannot impose martial law. Were the 
country to be overrun by terrorists or even 
an invading army, Japanese tanks would 
still be obliged to stop at red lights and ask 
permission to park on private property. 

Some of these rules about home de- 
fence look certain to change. There is more 
caution about sending troops abroad. If he 
plays it safe, Mr Koizumi will bring in a law 
that allows the rules to be relaxed only 
temporarily. But the prime minister has 
begun to hint at something more ambi- 
tious. This would be struck not within the 
inhibiting embrace of coalition govern- 
ment, but with the co-operation of the op- 
position Democratic Party, which favours 
a bigger role abroad for Japan's forces. The 
voters seem ready for it. Their support will 
give Mr Koizumi encouragement. W 
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Indonesia 


Treading warily 


As confrontation looms, Indonesia is a 
nervous spectator 


HE world’s most populous Muslim na- 

tion; its third-largest democracy; home 
to the second head of state received by 
George Bush after September 11th: Indone- 
sia ranked high in American diplomatic 
priorities after the terrorist onslaught. But 
the importance of Indonesian solidarity 
against terrorism must be weighed against 
the danger of an Islamic backlash at home. 

On a small scale, that has already hap- 
pened. Since Megawati Sukarnoputri, the 
president, met Mr Bush in Washington on 
September 19th, anti-American demon- 
strations have been held in several cities. 
On September 23rd groups of Muslim men 
scoured hotels in Solo, in Java, in an un- 
availing hunt for Americans. More than 
200 young men were reported to have vol- 
unteered to fight in Afghanistan. 

None of this represents more than the 
actions of an extremist fringe. Some 85% of 
Indonesia’s 212m people call themselves 
Muslim. But most practise a moderate and 
syncretic form of Islam. Most will ignore, 
or interpret loosely, a call on September 
25th by Indonesia's top Islamic authority, 
the Council of Ulemas, to wage a jihad 
(struggle) if America attacks Afghanistan. 


Miss Megawati, a nationalist who rep- »» 


Jayalalitha’s setback 


DELHI 


But though the Supreme Court resists her charms, she remains powerful 


UNNING state governments in India 

by remote control is becoming a 
habit. Jayaram Jayalalitha, a controver- 
sial film star turned politician, nomi- 
nated O. Panneerselvam, a novice 
politician, to succeed her as chief minis- 
ter of Tamil Nadu when she had to leave 
the job on September 21st. He duly 
touched Miss Jayalalitha’s feet and de- 
clared his appointment was an arrange- 
ment only until she returned to power. 

In Bihar, Laloo Prasad Yadav was suc- 
ceeded four years ago as chief minister 
by his wife, Rabri Devi, when political 
pressure arising from corruption charges 
forced him to give up the job. In Maha- 
rashtra, Bal Thackeray, boss of the chau- 
vinist Shiv Sena, steered his party to a 
victory in 1995 without himself standing 
for office, and then dubbed himself Mr 
Remote Control. Miss Jayalalitha, how- 


ever, outclasses the other two in terms 
of arrogance. She entered politics after 
the death of her lover, a former chief 
minister who had also been a film star. 
She became chief minister of Tamil 
Nadu in 1991, but was not re-elected in 
1996. Because of a subsequent convic- 
tion for corruption, she was barred from 
standing as a candidate in the state elec- 
tions last May. But her party won hand- 
somely and she was sworn in as chief 
minister. It was claimed that she was eli- 
gible for the job because the courts had 
set aside a three-year jail sentence for 
corruption pending an appeal. 

The Supreme Court has now ac- 
cepted a claim that she was ineligible for 
office because only her jail sentence, and 
not her conviction, had been set aside. 
Miss Jayalalitha, however, still wields 
power by remote control. 
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One Central Park condominium residences. 
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> resents the moderate majority, has con- 
demned the attacks on the United States as 
“the worst atrocity ever inflicted in the his- 
tory of civilisation”. In Washington she 
was grateful for all the financial help sud- 
denly coming her government's way. But 
her backing for America was understand- 
ably muted. In the parliament resulting 
from an election in 1999, nearly 35% of the 
seats are held by Islamic parties. In recog- 
nition of this, Miss Megawati’s vice-presi- 
dent is Hamzah Haz, the leader of the larg- 
est of them. He too has condemned the 
attacks on America, but he has also caused 
offence by hoping aloud that they would 
“cleanse the sins of the United States”. 

Miss Megawati has been in office for 
only two months, put there by a par- 
liamentary rebellion against her predeces- 
sor, Abdurrahman Wahid. If the Muslim 
parties think they can portray her as an 
American stooge, they may also believe 
that lightning can strike twice. m 


Village elections in China 


A taste of 
democracy 


DALING 
And it turned sour 


O THE residents of Daling, a village in 
Hebei province, elections have brought 
nothing but misery. For opposing the offi- 
cially approved candidates in the village 
council polls held seven years ago, dozens 
have endured beatings and threats by po- 


lice and thugs. Some have toured the of- 


fices of the government and the Commu- 
nist Party as distant as Beijing, 180km (112 
miles) away, to seek the democratic rights 
they should enjoy by law. Despite an un- 
usual intervention by the Politburo, they 
remain angry. 

Though hailed by some in the West as a 
breakthrough in China's glacial rush to po- 
litical reform, the introduction of direct 
elections in China's 800,000 villages since 
the late 1980s has done little to show off 
the merits of democracy. The problems 
faced by Daling’s 3,800 villagers illustrate 
how, in many places, the elections have 
exacerbated tensions between various 
tiers of rural administration. The polls are 
often rigged and the committees elected 
simply pawns of higher-level government. 
Some Chinese academics believe the peas- 
ants are losing interest in the elections. 

Daling’s inhabitants had their one and 
only taste of democracy in 1994. In line 
with a practice then being encouraged in 
China—though not actually required until 
the late 1990s—the villagers were sup- 
posed to elect their leaders directly by se- 
cret ballot. But it was Daling’s Communist 
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Party committee that decided whose 
names should appear on the ballot. The 
man most admired by the villagers, but 
disliked by the party secretary, was not 
among them. When nearly 1,100 villagers 
wrote his name, Feng Zhishui, on their bal- 
lot slips anyway (more than 50% of those 
who voted), local officials refused to recog- 
nise his victory. 

According to villagers, county leaders 
dispatched a team to the village. They 
knew who had supported Mr Feng be- 
cause officials had illegally marked the bal- 
lot papers. The team rounded up more 
than 100 of Mr Feng’s backers and accused 
them of disrupting the elections. Eleven 
were said to have been beaten by the po- 
lice. Some were tortured with electric ba- 
tons. Some were handcuffed, or forced to 
adopt painful positions for long periods. 
Mr Feng’s father was expelled from the 
party after more than 50 years’ member- 
ship. Family members say Mr Feng’s youn- 
ger brother was arrested, tortured and sen- 
tenced to nine years in jail on trumped up 
corruption charges. Mr Feng himself fled, 
but was caught in 1998 and jailed for seven 
years, accused of embezzlement. 

Mr Feng’s supporters petitioned offi- 
cials from the county level right the way 
up to the central party leadership in Beij- 
ing. They also wrote to the state-run news 
agency Xinhua, which submitted a secret 
report to the leadership. Early last year the 
Politburo ordered the Hebei provincial au- 
thorities to investigate. The results were 
mixed. Mr Feng’s father got his party mem- 
bership back, Mr Feng’s sentence was re- 
duced to three years and his brother was 
released. The unpopular party chief of 
Daling was replaced, but with one of his 
cronies. Villagers are not optimistic that Mr 
Feng will be allowed to serve as chief or 
that free elections will be held in future. 

The Chinese government recognises 
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that problems with the election system 
abound. And it has not set its sights high. 
Its target was to ensure that a mere 15% of 
China’s villages could be described as suc- 
cessful practitioners of the new system by 
the end of 2000. In a book published in 
China last year, Cheng Tongshun of Nan- 
kai University estimated that over 60% of 
elected village committees did little more 
than carry out the orders of higher-level 
(unelected) governments. A government 
researcher, Zhao Shukai, wrote this year in 
the official journal Key Economic Reference 
that, despite the elections, rural adminis- 
tration still worked much as it had under 
the centralised, and disastrous, “people’s 
communes” of Mao Zedong. 

What has gone wrong? A glaring defi- 
ciency is that the powers of the elected 
committees relative to those of local party 
committees or higher-level rural govern- 
ments are too vaguely defined. Elected offi- 
cials often struggle with appointed party 
secretaries for control of a village. Fearful 
of losing its grip entirely over villages or of 
provoking peasant unrest, the party is re- 
luctant to make clear who is in charge. The 
result is administrative paralysis and 
mounting frustration among peasants. 

For their part, township governments, 
which are responsible for several villages, 
believe that whoever is in charge should 
be subordinate to them. This means 
elected officials have to spend much of 
their time implementing highly unpopu- 
lar directives to squeeze peasants for more 
taxes, Say, or to prevent them from exceed- 
ing birth quotas. A possible remedy— 
directly electing township chiefs as well— 
has been tried in one or two places, but the 
central leadership is afraid of allowing that 
idea to spread lest it trigger more sweeping 
demands for democratic change. 

Another problem is that Chinese peas- 
ants have no democratic tradition. As they 
have been for centuries, many are deeply 
loyal to patriarchal clans. They will often 
vote not for who will lead them best, but 
for their senior clan leader. In richer areas, 
the rich simply buy votes. “In some areas, 
peasants are even more dissatisfied with 
their officials than they were before elec- 
tions,” says Mr Zhao, the official re- 
searcher. Petitions and violent clashes 
with officials are becoming common. 

When village elections were intro- 
duced, Peng Zhen, then head of China’s 
parliament, described them as a training 
class for democracy, and suggested they 
could be gradually extended to higher lev- 
els of government. But if they do not work 
in villages where electorates are tiny and 
everyone knows everyone else, how 
much more difficult would they be to or- 
ganise in larger communities? The experi- 
ence with village elections so far may sim- 
ply have reinforced the common view 
among Chinese officials that political 
change could lead to chaos. m 
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The war against terrorism 





Big government is back 


WASHINGTON, DC 


But how much? For how long? And with whose assent? 


ARS are fought by soldiers but or- 

ganised by governments. Most con- 
flicts therefore tend to increase the power 
of the state, at least temporarily. America’s 
war against terrorism is no exception. In 
the two weeks after September 11th, the 
country has seen a sharp increase in the 
role of the federal government. 

On September 14th, three days after the 
attacks, Congress appropriated $40 billion 
in emergency spending and then ap- 
proved, in record time, a $15 billion rescue 
for airlines. On September 2oth, President 
George Bush announced a new federal Of- 
fice of Homeland Security. John Ashcroft, 
the attorney-general, wants to expand the 
powers of the FB1 and the CIA. Other peo- 
ple want to increase the federal govern- 
ment’s role in providing security for vul- 
nerable targets such as airports and 
nuclear-power stations. 

None of this is surprising, or necessar- 
ily permanent. After all, national defence 
is the prime responsibility of the state. 
When it is threatened, people naturally 
rally round, and the government's work 
becomes more visible. It happened in 1941 
and again in the mid-1960s, at the start of 
the Vietnam war. This time, America is 
also facing a recession, increasing the call 
for public spending in another area. 

Still, the change represents a remark- 
able about-turn for a president who came 
into office saying “[A] Gore] trusts the gov- 


ernment; I trust the people” and who 
wanted to limit the scope of federal spend- 
ing by cutting taxes. Mr Bush now finds 
himself presiding over the most visible 
rise in government activity for years. 

The most obvious example is the pro- 
posed new Office of Homeland Security to 
be headed by the governor of Pennsylva- 
nia, Tom Ridge (see Lexington). This would 
be the first new job to be created at cabinet 
level since 1989. Mr Bush wants Mr Ridge 
to co-ordinate the 40 or so government de- 
partments involved in protecting Ameri- 
cans from terrorists at home. This in itself 
would not necessarily expand federal 
powers; it would merely rationalise them. 
But some in Congress want to go further, 
setting up anew department. 

When people think of “big govern- 
ment”, though, they think of large spend- 
ing increases and new federal pro- 
grammes. Congress has so far approved 
$55 billion in extra cash, with more to 
come (see next story). Some money—such 
as the $2 billion going to the Federal Emer- 
gency Management Agency—will be 
temporary. But not all will be. It is striking 
that Congress, a body normally fierce to 
guard its control over federal spending, has 
given the president free rein to spend $20 
billion more or less as he wishes. 

For civil libertarians, a bigger issue is 
the demand for extra authority, rather 
than extra money. Mr Ashcroft wants Con- 
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gress to increase law-enforcement powers 
in four ways. The first two methods have 
plenty of support in Congress; the other 
two do not. 

s Eavesdropping. The current wiretapping 
law dates from 1968, before mobile tele- 
phones and multiple lines. It requires a 
separate court order for each telephone 
number in each jurisdiction. Mr Ashcroft 
wants wiretapping authorisations to ap- 
ply to the suspect, not the line, so that sur- 
veillance can continue when a suspect 
switches telephones or uses a mobile 
phone in a new place. Investigators also 
want to seize unopened e-mail and voice 
messages with a search warrant, not a 
court order. 

* Defining terrorism. At the moment, har- 
bouring a terrorist is not a crime in Amer- 
ica. Mr Ashcroft wants to bring the law into 
line with those on harbouring spies and 
drug-dealers. The term terrorist would in- 
clude those who support terrorist orga- 
nisations. He also wants to eliminate the 
statute of limitations on terrorist crimes 
(now five to eight years). As with wiretap- 
ping, most congressmen see this as merely 
filling a gap in the existing law. 

s Detaining suspects. Mr Ashcroft wants 
discretion to detain foreigners held to pose 
a threat to national security. The detention 
would be without trial and with only min- 
imal judicial oversight. Opponents think 
this would, in practice, make detention in- 
definite. Many congressmen also fear that 
it would increase the government's pow- 
ers of surveillance in other areas of law en- 
forcement, not just terrorism. 

s Uses of intelligence. The attorney-gen- 
eral wants intelligence agencies to get in- 
formation from law-enforcement ones (in- 
cluding secret grand-jury testimony). This 
has been banned because the FB1 abused 
this power in the 1960s to harass Martin 
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> Luther King, among others. Mr Ashcroft 
also wants to permit intelligence gathered 
by foreign governments to be used in Am- 
erican courts, even if the gathering would 
have been illegal in America. Opponents 
say this would be unconstitutional. 

The White House hopes that Mr Ash- 
croft’s anti-terrorist measures can be 
passed quickly. He will get some of what 
he wants. But it is notable that his package 
has not flown through Congress, as the 
economic bail-outs did. The civil libertar- 
ians’ opposition will not easily be over- 
come, partly because it is bipartisan. In the 
Senate hearings, some of the sharpest 
questions came from Republicans. In the 
House, the most left-wing member of the 
judiciary committee, Maxine Waters, 
shared the reservations of the most con- 
servative member, Bob Barr—the first time 
the two have agreed on anything. 


Soft targets 

Another mooted area of bigger govern- 
ment~—guarding vulnerable targets—faces 
practical as well as philosophical, doubts. 
At nuclear-power stations responsibility 
for security is shared between the Nuclear 
Regulatory Commission and the owners. 
The NRC had been thinking of giving the 
utilities more responsibility for security. It 
now looks likely that, instead, there will be 
greater federal involvement. 

The bigger mess is air travel, where the 
Federal Aviation Administration sets 
guidelines but leaves the rest to airports 
and airlines. Senators of both parties want 
the FAA to take over the baggage-screening 
business. The stereotypical screener is 
poorly trained and on the minimum wage. 
Under the Senate plan, they would be- 
come federal employees in a new security 
division of the FAA. Mr Bush's transport 
secretary, Norman Mineta, fears it would 
take too long to hire and train 28,000 new 
civil servants. He wants to bring in federal 
training and performance standards—an 
idea approved by Congress in 1996, but not 
implemented. 

The most important effect may be cul- 
tural. In the 1980s, Ronald Reagan declared 
that “governmentis not the solution to our 
problem; governmentis the problem.” Ata 
time when America’s heroes are its fire- 
men and its rescue workers, government 
seems to be at least part of the solution. 
This feeling, like Mr Bush’s sky-high poll 
ratings, could be ephemeral. But Robert 
Hormats, a vice-chairman of Goldman 
Sachs, thinks it will last. “We will to have to 
spend more money on the war and to get 
us out of recession. We will have to spend 
more on domestic security. And our 
spending on defence will go up, pulling 
more people and more technology into the 
governmental sphere.” These things could 
halt—or at least slow—the erosion of faith 
in the federal government that has marked 
American politics for a generation. = 


The economy 


Bang for the buck 


WASHINGTON, DC 
What kind of tax cuts or spending 
would do most to boost the economy? 


S EVIDENCE mounts that America’s 
stumbling economy has fallen down, 
Washington is abuzz with efforts to get it 
back on its feet. Figures released on Sep- 
tember 25th show that consumer confi- 
dence fell to a five-year low in September, 
the biggest monthly drop since Saddam 
Hussein invaded Kuwait in 1990. With 
layoffs rising fast while profits plunge, 
things could get much worse. 

As a result, looser monetary policy is 
inevitable. The Federal Reserve is univer- 
sally expected to lower interest rates when 
it meets on October 2nd, and probably 
again thereafter. But after aggressive loos- 
ening (short-term interest rates have fallen 
from 6.5% to 3.0% since January), the cen- 
tral bank does not have infinite ammuni- 
tion. Hence the politicians’ focus on fiscal 
policy. Congress has already agreed to 
spend $40 billion for disaster recovery and 
heightened security, as well as $15 billion 
on grants and loan guarantees to bail out 
the airlines. And there is more to come. 

In the White House, George Bush's top 
economic advisers and cabinet secretaries 
meet daily in a “Domestic Consequences 
Policy Committee”. They are working on 
an “Economic Recovery Package” that is 
likely to include more tax cuts, more 
spending, regulatory reform to help busi- 
nesses, as well as more aid for specific 
hard-hit industries. The administration 
has said little publicly about the size of the 
package or what kinds of measures it fa- 
vours. Privately, Mr Bush’s economic team 
is pushing for a cut in the corporate in- 
come-tax rate, partly in the hope that it 
would boost the stockmarket. 

In public, Congress rather than the 
White House is shaping the stimulus de- 
bate. Top Democrats and Republicans are 
(unusually) talking to each other, as well as 
seeking outside advice on what to do. Not 
surprisingly, Alan Greenspan, still Amer- 
ica’s most revered economic figure, has 
played a big role. He has been to Capitol 
Hill three times since September 11th. Last 
week, he stopped a headlong rush to pass 
stimulus measures within days by suggest- 
ing that it was important to wait until a 
clearer picture of the economy emerged. 

The other important figure has been 
Robert Rubin, formerly Bill Clinton's 
highly regarded treasury secretary. Mr Ru- 
bin, too, has seen lawmakers three times, 
playing a noticeably more visible role than 
the current (less highly regarded) treasury 
secretary, Paul O'Neill. 


Both men seem to agree on broad out- 
lines for a fiscal package. To be effective, 
the amounts involved have to be signifi- 
cant. Mr Greenspan has suggested perhaps 
1% of GDP or $100 billion in total (includ- 
ing the airline rescue and emergency 
spending). The measures should be 
temporary, targeted at boosting consumer 
and business spending in the short term 
without creating long-term fiscal pro- 
blems. Any possibility of future fiscal 
weakness, argue Messrs Greenspan and 
Rubin, would push up long-term interest 
rates, in turn undermining the stimulus. 

These (sensible) criteria rule out many 
of the proposals floating round Washing- 
ton. A cut in the capital-gains tax rate is 
costly and would not boost short-term 
consumption—indeed its advocates have 
long promoted the idea as a means to 
boost saving. Cutting the corporate in- 
come-tax rate (as the Bush administration 
favours) is also expensive and would do 
little to reward new corporate spending. 
Bill Gale of the Brookings Institution reck- 
ons a one-percentage-point cut in the cor- 
porate tax rate would cost $90 billion over 
a decade, including interest costs. Mr 
Greenspan is a fan of cuts in both capital- 
gains taxes and corporate income-tax 
rates, so his reluctance to push them now is 
a strong negative signal. 


Everywhere a rebate 

That leaves the focus on temporary tax 
measures, as well as more spending. 
Temporary ways to boost business invest- 
ment include an investment tax credit, ac- 
celerated depreciation schedules or higher 
expensing limits. History suggests invest- 
ment tax credits are reasonably effective at 
stimulating business investment, though 
the impact during an investment-led econ- 
omic downturn might be much weaker. 

A popular idea for boosting consump- 
tion quickly is another tax rebate. This 
would be based on the payroll tax and tar- 
geted at poorer Americans, many of 
whom earned too little to receive an in- 
come-tax rebate earlier this year, and who 
tend to spend the highest proportion of 
their income. Gene Sperling, one of Presi- 
dent Clinton’s top economic advisers who 
is now at the Brookings Institution, sug- 
gests a “Christmas Holiday Shopping Tax 
Credit” of, say, $300 each for the bottom 
60m-70m taxpayers. 

But would this cash really be spent? 
Economists reckon that people change 
their spending patterns in response to per- 
manent tax cuts, not temporary ones. Even 
the income-tax rebate earlier this year was 
part of a package of permanent cuts. And 
while analysis of previous rebates sug- 
gests that people end up spending be- 
tween one-third and two-thirds of the 
money, early evidence suggests the pro- 
portion this year may be much lower. Joel 
Slemrod of the University of Michigan 





cites a survey in August which showed 
that only 17% of people intended to spend 
the income-tax rebate they were granted 
earlier this year. Worryingly, poorer peo- 
ple were less keen to spend the money 
than richer ones. 

Government spending would be more 
certain to boost the economy. And that is 
clearly on the rise. From travel agents to ho- 
teliers, industries want bail-outs. Politi- 
cians are already plotting spending pro- 
jects. Harry Reid, a leading Democratic 
Senator is talking about $100 billion in 
new spending largely on transportation 
over the next few years. Whatever its long- 
term merits, such infrastructure spending 
is unlikely to be much help in the short 
term. America’s politicians may soon find 
out that it is easier to talk about fast fiscal 
stimulus than itis to achieve it. w 





Biological and chemical warfare 


Fear and breathing 


BEEDEVILLE, ARKANSAS, AND LONDON 
The threat of biological or chemical 
terrorism is small, but still scary 


ELLOW crop-dusters are as common a 
sight round Beedeville as farmers’ 
pick-up trucks. At this time of year, they 
normally buzz above the fields that sur- 
round this tiny rural town, spraying their 
mist of chemicals on cotton, rice and soy- 
bean crops. Not for much of this week. Re- 
ports that one of the hijackers had shown 
an interest in crop-duster aircraft fed fears 
of bioterrorism, and the Federal Aviation 
Administration grounded them on Sep- 
tember 23rd. The ban was later rescinded, 
but the townsfolk of Beedeville are still 
frightened that smallpox, anthrax or mus- 
tard gas might fall on them from the skies. 
They are not alone. Americans are 
stocking up on gas masks and antibiotics. 
But how likely is it that terrorists would 
use chemical or biological weapons? 
Possible but—at least for the moment- 
improbable, is the vaguely reassuring re- 
ply from many experts. As Julian Perry 
Robinson, at the University of Sussex, 
points out, the risk of a biological or chem- 
ical attack depends on three things: access 
to raw materials; the technical skills to de- 
ploy them; and a willingness to cause 
mass destruction. The last is no longer in 
doubt. The first two are hard to meet. 
Getting together deadly substances in 
sufficient quantity to kill thousands is nei- 
ther cheap nor easy. To be sure, some nasty 
chemicals, such as organophosphate pesti- 
cides, can be bought off the shelf or hi- 
jacked as they are transported across the 
country in lorries. Other more toxic sub- 
stances, such as mustard gas, can be manu- 
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factured fairly easily. But the real killers— 
the nerve agents sarin and soman—are fid- 
dly to make. 

Even putting together the basic recipe 
would require time and knowledge. And, 
as Milton Leitenberg of the Centre for In- 
ternational and Security Studies at the 
University of Maryland points out, mak- 
ing high-grade nerve agents is more than 
cookbook chemistry: it takes a fair degree 
of expertise to know, for example, which 
catalysts to use in the reactions and at what 
temperature. Aum Shinrikyo, a Japanese 
cult, put about 30 people and an estimated 
$30m into producing sarin; yet the stuff 
they released in the Tokyo subway in 1995 
was less than 20% pure. 

Beyond the scientific hurdles are indus- 
trial ones. It takes a lot of chemicals to doa 
lot of damage, so what is needed is a size- 
able manfacturing facility, not just a bath- 
tub in a basement. Although a few mole- 
cules of sarin are enough to kill a person, it 
takes hundreds of pounds of chemicals to 
achieve that concentration in an open-air 
attack. Attacks in enclosed spaces require 
less chemicals, but both sorts expose 
handlers to risk during both preparation 
and delivery. It is a risk to deter all but sui- 
cide-bombers. 

Biological agents are even harder to 
turn into weapons of mass destruction. 
Not all strains of, say, anthrax or plague 
bacteria are equally deadly. Growing the 
right ones in the lab, keeping them pure 
and virulent, is also tricky. But toughest of 
all, according to David Franz who heads 
the chemical and biological defence divi- 
sion of the Southern Research Institute in 
Frederick, Maryland, is delivering the 
goods. Bacteria and viruses can penetrate 
deep into the lungs (and therefore cause 
damage) only if they are broken up into 
tiny aerosol particles. It takes a lot of en- 
ergy to turn the average liquid culture into 
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such a fine spray. Exploding a warhead 
would be one way, but that would proba- 
bly kill most of the micro-organisms in- 
tended for delivery. 

No wonder those bent on mass may- 
hem have chosen “simpler” methods, such 
as hijackings and bombings. But this could 
change as security tightens. In that event, 
Dr Franz reckons that chemical weapons 
are more likely to be tried than biological 
ones, since the effects are more immediate 
and predictable. 

A worrying exception could be small- 
pox. The virus is highly infectious. Because 
the disease was eradicated 20 years ago, 
most people have no immunity, so an out- 
break could spread rapidly. There are only 
two official repositories of smallpox virus 
in the world, in the United States and Rus- 
sia. America has 7.5m doses of vaccine on 
hand, and has ordered another 40m for 
good measure. 

Since 1998, the federal government has 
more than doubled spending on defence 
against biological and chemical weapons, 
creating a new agency within the Centres 
for Disease Control and increasing na- 
tional stockpiles of essential medicines to 
deal with an attack. As a new report from 
the World Health Organisation recom- 
mends, the best way to cope with biologi- 
cal terrorism is good surveillance and 
rapid response. Doctors and nurses need 
to be trained to spot unusual symptoms 
and report them promptly to public health 
authorities which must, in turn, quickly re- 
cognise unusual disease patterns. 

America, like most countries, is far from 
such a co-ordinated response. It did not 
need a terrorist to import new diseases 
such as West Nile fever, or Arps. Indeed, 
one of the main arguments for better pub- 
lic-health systems is that they would help 
to protect places such as Beedeville against 
Mother Nature as well as terrorism. @ 
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Espionage and Cuba 


Low Fidelity? 


MIAMI 
Cuba may have had an agent atthe 
heart of the Pentagon 


T ANY other time it would have been a 

“security alert” across the front pages 

of the American press. Yet even now that 

Kabul looms larger than Havana in the 

public mind, the arrest of Ana Belen Mon- 

tes, on charges of spying for Cuba, is a 
mighty embarrassment to the Pentagon. 

When she was arrested on September 
21st, the 44-year-old Ms Montes was the se- 
nior Cuba analyst at the Defence Intelli- 
gence Agency, the Pentagon’s intelligence 
branch. A 16-year DIA veteran, she had 
specialised in Cuba since 1992 and had 
enough seniority to see a wide range of 
classified material. One source describes 
her desk as “a clearing house for all sorts of 
intelligence information”. One piece of in- 
formation she is alleged to have handed 
over to her controllers in Havana was the 
identity of an American intelligence offi- 
cer operating under cover in Cuba. 

Cuban-American exiles are already ar- 
guing that Ms Montes’s arrest raises ques- 
tions about the Pentagon’s general deval- 
uation of Cuba as a threat to the United 
States. The Cuban American National 
Foundation, the most powerful exile 
group in Miami, thinks that Fidel Castro 
possesses biological-warfare technology 
and also keeps friendlier relations with 
Iraq than the Pentagon thinks (though in 
four decades of power in Havana, Mr Cas- 
tro is yet to take offensive action against the 
United States). 

The court papers allege that Ms Montes 
used pay telephones to contact her Cuban 
handlers by calling their beepers and en- 
tering prearranged code numbers. During 
a snooping raid on her flat on May 25th, FBI 
officials supposedly found on her laptop 
various tips on radio codes, including nu- 
merical sequences identical to those alleg- 
edly used by Cuba on short-wave trans- 
missions. There was also a message to Ms 
Montes from her alleged handler, praising 
her for her help in unmasking the Ameri- 
can spy in Cuba. “We were waiting here for 
him with open arms,” read one communi- 
cation. It is not clear what happened to the 
American agent. 

Ms Montes’s arrest comes only three 
weeks after FBI agents detained two al- 
leged Cuban agents in Florida, who are 
charged with trying to infiltrate the armed 
forces’ Southern Command headquarters 
in Miami, which oversees operations in 
Latin America. Five other spies were con- 
victed earlier this year in Miami, and sen- 
tenced to long prison terms. In their trial 


the defence lawyers argued that the spies 
were so comically inept that they barely 
justified the name. Ms Montes, if proven 
guilty, would represent an enormous step 
up in the Castro government's efficiency. 
An “army brat”, believed to be of Cuban or 
Puerto Rican descent, she was born in Ger- 
many and holds a masters degree from the 
School of Advanced International Studies 
at Johns Hopkins University. 

She is suspected of working for Cuba 
for at least five years. Her motive is unclear. 
Cuba is not known for paying its agents 
well. Two possibilities: an unsuspected 
ideological sympathy with Cuba’s com- 
munist regime; or, perhaps, a love affair. m 


Politics in New York 


Don’t go, Rudy 


NEW YORK 
New Yorkers want to keep their current 
mayor for another term. Slim chance 


HEN the terrorists attacked the 
World Trade Centre on September 
11th, voting was already under way in the 
primary election for New York’s next 
mayor. By the time the (postponed) prim- 
ary was completed on September 25th, 
hardly anybody wanted a new mayor. 
Thanks to his courage during the crisis, 
Rudy Giuliani, the Republican incumbent, 
would have won by a landslide had he 
been on the ballot. Indeed, around 15% of 
Republican voters wrote his name on their 
ballots, in preference to the official candi- 
dates, and exit polls suggested that most 
Republicans and over 40% of Democratic 
voters would have backed him if given the 





Would he really vote for anybody else? 





chance. Even Ed Koch, a former mayor and 
author of “Giuliani: Nasty Man”, said he 
would now vote for Rudy. 

Mr Giuliani would clearly like to stay 
on. He is due to step down, at the year’s 
end, only because term limits (which he 
has long supported) require him to do so. 
The current law, passed in 1993, restricts 
elected city officials to two consecutive 
four-year terms. As The Economist went to 
press, he began to discuss a secret plan 
with the candidates to replace him, their 
united support for which, he said, would 
be “in the best interests of New York”. 

The negotiations seem to have focused 
on whether his successors would back a 
scheme extending Mr Giuliani's term by 
two to three months. Such a short-term 
deal might be possible. But he has also 
made it clear that he has not given up on 
the idea of scrapping term limits. 

Mr Giuliani would need all his political 
charm—which, frankly, does not work on 
everybody—to pull off any long-term 
change. The only card Mr Giuliani has is 
public opinion, which could evaporate fast 
if it seemed that the mayor was putting 
himself before the city. Either the city 
council or (as the legality of it doing so is 
disputed), more likely, the state assembly 
would need to vote in favour of scrapping 
term limits, allowing Mr Giuliani on to the 
ballot after the current cut-off date. The 
state assembly is controlled by Democrats. 

Failing any co-operative solution, there 
has been talk that Mr Giuliani might even 
offer himself as a write-in candidate; given 
New Yorkers’ current affection for him, 
plenty of them would happily write his 
name in. Some constitutional lawyers 
reckon that Mr Giuliani could, if he won as 
a write-in candidate, escape the term lim- 
its by resigning immediately and thereby 
not completing his second term of office. » 








> But that might take things to the courts, 


which could decide against him. 

Assuming that Mr Giuliani eventually 
quits whilst he is ahead, the race will be be- 
tween the Republican primary winner, 
Michael Bloomberg, a billionaire busi- 
nessman, and the winner of the Demo- 
crats’ run-off on October 11th between Fer- 
nando Ferrer and Mark Green. Although 
Mr Ferrer won more votes than Mr Green 
this week, he did not reach the 40% needed 
to avoid a run-off. Mr Green is the favour- 
ite, since he is likely to take most of the 
votes that went to the two eliminated can- 
didates, both more moderate than the left- 
wing Mr Ferrer. If more whites vote in the 
run-off, that would also help Mr Green de- 
feat his Latino rival, who got only 7% of the 
whites’ votes this week. 

Should Mr Ferrer, whose campaign has 


. promised higher taxes and made much of 
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alleged racism in the police force, after all 
be the Democratic candidate, Mr Bloom- 
berg will have a good chance of winning 
the mayor’s job for the Republicans. But 
whoever wins may find his victory some- 
what Pyrrhic. Rumour says that President 
Bush will set up a federal agency to rebuild 
lower Manhattan, and will ask Mr Giuliani 
to run it. He might become the “people's 
mayor”, whoever occupies City Hall. m 





The investigation 
Hard evidence 
would help 


WASHINGTON, DC, AND LONDON 
The hunters are struggling 


IX THE biggest manhunt in American his- 
tory, some 7,000 American agents con- 
tinue to scour the country for clues. Some 


350 people have already been arrested or 


e 


detained; another 400 are being hunted 
for questioning. Despite a mass of cir- 
cumstantial evidence—one suspect was 
apparently found with a computer file 
named “killpresidentbush.exe”—few of 
those in custody are co-operating. 

The hunt is now spread out around the 
world. A few dozen men with suspected 
links to Islamic terrorism have been de- 
tained in Britain and Germany (where sev- 
eral of the hijackers may have stayed) and 
the Philippines (where Islamic rebels are 
thought to receive money and weapons 
from Osama bin Laden). French anti-terro- 
rist police are holding several people in 
connection with a suspected planned at- 
tack on the American embassy in Paris. 

Yet hard evidence is in short supply. 
Colin Powell, the secretary of state, first 
promised to publish details proving that 
Mr bin Laden was behind the terrorist at- 
tacks; then he rescinded his promise. None 


of those detained in America has yet been 
charged with a terrorist offence. Most are 


being held for immigration violations, traf- 


fic offences or other petty wrongdoings. 

The 19 hijackers are all dead. Hunting 
down their associates is proving tricky, not 
least because some of the dead hijackers 
appear to have stolen the identities of in- 
nocent men. The FB1 has already admitted 
that some of the first names it released for 
the terrorists were false. One Saudi Ara- 
bian diplomat claims that his government 
believes that most, if not all, of the hijack- 
ers were using aliases. 

Some of the investigative energy has 
been (rightly) side-tracked into trying to 
prevent other attacks. Fears of bioterro- 
rism rose when it emerged that at least one 
hijacker visited a municipal airport in Flor- 
ida several times to learn about crop-dust- 
ing aircraft. Similarly, around 20 of the cur- 
rent detainees had either obtained or tried 
to obtain special drivers’ licences allowing 
them to transport explosives, poisons or 
other hazardous materials. The trucking 
industry has been warned to watch for 
suspicious activity in connection with ra- 
dioactive waste and other hazardous 
chemicals. 

For the moment, the financial paper- 
trail looks the most intriguing (see page 71). 
On September 24th, George Bush signed 
an order freezing the assets of 27 individ- 
uals and organisations alleged to have ter- 
rorist links, and urged other countries to 
follow suit. But paper trails often dissolve: 
witness the difficulties in stopping drug 
dealers from laundering money. Many ter- 
rorists prefer to carry their money in cash, 
or rely on informal networks of friends. Mr 
bin Laden also has a record of giving his 
cells a single lump sum and then requiring 
them to finance themselves. 

Ironically, if Mr bin Laden did make a 
fortune short-selling shares in insurance 
companies and airlines, that might leave a 
better trail. Even the strictest banking-se- 
crecy laws can be waived in cases like this 
one. But that would still be circumstantial 
evidence. What America desperately 
needs is hard proof linking Mr bin Laden 
directly to the hijackers. 

One striking aspect of the attack is that 
it appears to have been perpetrated on a 
tiny budget. Apart from their flying les- 
sons, the hijackers lived frugally. They 
stayed in cheap motels, drove ten-year-old 
cars, cooked their own food and did their 
own laundry. Their only extravagance 
seems to have been a few visits to strip 
clubs. The weapons they used to seize con- 
trol of four aircraft—box-cutters and 
knives—could have been bought for a 
handful of coins. One estimate put the cost 
of the whole operation at a mere $2m. 

If a vast terrorist plot can be executed 
on a small budget, then President Bush's 
promise to “starve terrorists of funding” 
may be beside the point. @ 


Too much 


NEW YORK 

‘ood at moderation. Warehouses 
near New York city are stacked so high 
with granola bars, toothbrushes, baby 
wipes and other unusable gifts that offi- 
cials have cried “enough!” As for cash, 
the total raised for the terrorists’ victims 
in 20 days—nearly $600m-—is six times 
the total amount raised by the Ameri- 
can Red Cross after Hurricane Andrew. 
This time, the Red Cross has raised over 
$200m, compared with $10m after the 
Oklahoma city bombing. One telethon 
with Bruce Springsteen and other stars 





General Electric and Merrill Lynch, and 


phones for rescuers. A striking amount 
of the giving has been online. In his 
speech to Congress, President Bush 
plugged LibertyUnites.org, which is 
sponsored by six technology firms. 
But where does all the money go? 

For now, mostly nowhere. The govern- 
ment, after all, is footing most of the 

. bill. In New York, the city is 


The Red Cross is sending $100m- 
worth of cheques to families of the 
needier victims. But many groups are 
sitting on their money. Lack of co-or- 
dination has not helped. The relief 
groups are used to natural disasters that 
wreck the homes of poor people. This 
is a different sort, in that it is one in 
which a lot of wealthier people have 
been thrown out of their offices. Daniel 
Borochoff of the American Institute of 
Philanthropy points out that shelter, a 

An increasing worry is that non-ter- 
rorist causes will get much less. The 
Sierra Club and the National Multiple 
Sclerosis Society were among the bo- 
dies that shelved fund-raising efforts for 
two weeks after the attack. Now some 
think that Americans, the world’s big- 
gest donors, may be “given out” after 
the disaster. With a weakening econ- 
omy, the outlook for some causes—es- 
pecially overseas ones—could be grim. 





D i Á a À ‘ £ a j e. a PTS ` ES nna read té h . 
ro A 5 Gà ,, , b Ad epee. E. >.. 1 ig y A i =f FH 3 » ‘ tj 


i- 


Lexington Into the maze 


Tom Ridge has been handed one of the most difficult jobs in government 


UCH unanimity is remarkable, even in wartime. Everybody 

in Washington welcomes George Bush’s decision to put the 
governor of Pennsylvania, Tom Ridge, in charge of “homeland 
security”. Everybody agrees the current system is a mess. And 
they all seem to worry that his chances of success are slim. 

This is no reflection on Mr Ridge. A governor of a big state 
who has spent time in both the army and Congress, he has 
about as good a cv as you can get for the new job. He is far 
tougher than his urbane exterior suggests. He made it to Harvard 
after a childhood in a housing project. He served as an infantry- 
man in Vietnam. And he built a career as a Republican in a 
strongly Democratic region. Mr Ridge delights in taking on en- 
trenched bureaucracies: as a governor, he has done valiant bat- 
tle with both the teachers’ unions and the welfare establish- 
ment. But he also has a talent for coalition-building. He made 
friends on both sides of the political divide by championing two 
of the country’s most emotive causes, abortion rights and 
school choice. “Pd walk on hot coals for Tom Ridge,” says John 
McCain, a man worth listening to. 

Yet Mr Ridge’s new job will test these skills to the maximum. 
The current system looks like something that Osama bin Laden 
might have designed with the express purpose of slipping his 
killers into America. Responsibility for domestic security is scat- 
tered among 40 federal bureaus and offices housed in 20 gov- 
ernment agencies, which in turn report to two dozen 
congressional committees. Many of these groups are more inter- 
ested in protecting their turf than in fighting terrorists. Com- 
puter systems are incompatible. Lines of communication are 
strained. Two of the terrorists who took part in the horrors of 
September 11th were able to enter the country and buy airline 
tickets even though they were on the FB1 watch-list. 

Everywhere you look there are signs of laxness and confu- 
sion. The National League of Cities reports that a third of the 
country’s cities have no plan to deal with any sort of terrorist at- 
tack. The Nuclear Regulatory Commission admits that the coun- 
try’s 100 or so nuclear reactors were not built to withstand the 
impact of a jet airliner. The system abounds with woolly names 
such as the Centre for Domestic Preparedness and the Critical 
Infrastructure Assurance Office. The latter is hidden in a corner 
of the Commerce Department, and has only a $5m-a-year bud- 





get. The Centre for Domestic Preparedness, one of the few places 
that teaches civilian emergency workers how to deal with 
deadly chemicals, has managed to train a mere 6,000 people out 
of a relevant workforce of 11m. Last week two of its 80-bed dor- 
mitories, and over half of its 25 classrooms, were empty. 


Ways and means 

How can this disastrous mess be fixed? Two schools of thought 
are currently slugging it out in the capital: the minimalists, and 
the institution-builders. 

The minimalists want Mr Ridge to be a tsar, with a seat at the 
cabinet table but no department. They argue that this arrange- 
ment will avoid any need to rearrange the administration and 
get congressional approval for senior appointments. The essence 
of the new job, they point out, is always going to be co-ordina- 
tion. So why go to the trouble of inventing a new bureaucracy? 
And why endure the rigmarole of having to get your senior staff 
confirmed by Congress? 

The minimalists scoff at the criticism that the new security 
tsar will be powerless. The closest model for the new office, they 
argue, is the National Security Council, which co-ordinates the 
work of diplomacy, defence and intelligence. And nobody could 
accuse either Henry Kissinger or Condoleezza Rice of being 
powerless. This is more or less the White House’s position. 

The institution-builders retort that there is no substitute for 
having direct control over both a departmental budget and a de- 
partmental staff—and that anybody who thinks otherwise 
should study the dismal careers of Washington’s various energy 
and drug tsars over the years. Earlier this year a bipartisan panel 
headed by two former senators, Gary Hart and Warren Rudman, 
drew up a detailed plan for rolling four government agencies, in- 
cluding the border-control agency and the customs service, into 
a single homeland agency. There is plenty of support for this on 
Capitol Hill at the moment. 

Will the struggle between the rival bureaucracies distract at- 
tention from the job of protecting America? There are two rea- 
sons for optimism. The first is that a benign compromise may 
evolve from the clash between the two. Mr Ridge will inevitably 
start off with limited resources. But a combination of congres- 
sional pressure and Mr Ridge’s own lobbying may provide him 
with a growing empire. Two senators have already introduced 
legislation to give him a budget. Other legislators promise to put 
forward bills creating a new super-agency against terrorism. 

The second reason for optimism is that Mr Ridge already pos- 
sesses the most valuable resource in Washington: a close rela- 
tionship with the president. The two men have known each 
other since 1980, when Mr Ridge worked as a lieutenant in 
George Bush senior’s first presidential campaign. They later ce- 
mented their bond when they were both elected governors in 
1994. Last year Mr Ridge was in the running for the vice-presi- 
dential nomination (but his pro-abortion stand eventually ruled 
him out). The two have been seen together so often recently that 
Mr Ridge is being dubbed “the first friend”. 

The friendship will be vital as Mr Ridge defines his job. In 
this new war, terrorists already have an extraordinary range of 
advantages. They can shift at will from one battlefield to an- 
other. They can strike from a thousand hidden places. They can 
exploit the liberties free men take for granted to wreak terrible 
destruction. It would be a tragedy, to put it mildly, if bureau- 
cratic squabbling unnecessarily held the door open for them. m 
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Drowning in cheap coffee 


MEXICO CITY AND PATROCINIO, BRAZIL 


A slump in the price of coffee is adding to economic misery in Latin America—and 


no relief is athand 


N NICARAGUA, coffee pickers with mal- 

nourished children beg for food at the 
roadside. In Peru, some families have 
abandoned their land, while others have 
switched to growing drug crops in search 
of cash, just as they have in Colombia. 
From Mexico to Brazil, tens of thousands 
of rural labourers have been laid off, swell- 
ing the peripheries of the cities in a desper- 
ate search for work. 

The continuing slump in the price of 
coffee, one of Latin America’s main cash 
crops, is spreading misery across the re- 
gion. A glut, caused partly by surging pro- 
duction in Vietnam but also by Brazil's dra- 
matic recovery from poor harvests in the 
mid-1990s, has led to two years of sliding 
prices, causing hardship for growers on a 
scale unseen for three decades. 

The Association of Coffee Producing 
Countries, whose members account for 
two-thirds of world output, has tried since 
last year to reverse the slump with a 
scheme to hold back 20% of exports. The 
hope was that this would push the ico 
composite, which reflects the price of a 
basket of mild arabica and cheaper ro- 
busta coffees, above 95 cents per pound. 
But some members struggled to find the 
money to pay for this retention scheme, 
and non-members—notably Vietnam- 
simply increased their exports. On Sep- 
tember 24th, as the price scraped a new 


low of 40.5 cents (see chart on next page), 
the scheme was abandoned. 


The coffee slump also affects many Af- 


rican countries. But its impact is especially 
severe in Latin America, which accounts 
for 60% of world output, and where coffee 
has long been a big export-earner and a 
backbone of the rural economy (see map). 
To make matters worse, the slump coin- 
cides with a general economic downturn. 
Coffee growers are pleading for aid just 
when governments are cutting spending 
in their efforts to reduce budget deficits. 

The suffering is worst in Central Amer- 
ica, where the coffee-price collapse has co- 
incided with drought. In Mexico, Colom- 
bia and Peru, many coffee growers have 
small farms, and lack easy alternatives. But 
even in Brazil’s fertile Cerrado region, 
where the growers are among the world’s 
most efficient and also now benefit from a 
weak currency, many are still suffering. 
Moacir Nunes de Castro, from Patrocinio 
in Minas Gerais, Brazil’s biggest coffee-pro- 
ducing state, reckons that each 60kg (1321b) 
sack of beans costs him 130 reais ($48) to 
produce, but it sells for only 110 reais. 
“How can we survive?” he asks. 

The question may seem odd to con- 
sumers in rich countries, who nowadays 
pay a small fortune for a cup of froth at 
trendy coffee bars. But only a tiny fraction 
of their money goes to the grower. In fact, 
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the price of raw coffee has long been sub- 
ject to wild swings. High prices cause a 
surge in planting, followed by a glut and 
market collapse. Efforts to boost the price 
through buffer stocks worked fairly well 
while mismatches between supply and 
demand were temporary. But the inter- 
vention scheme operated by the Interna- 
tional Coffee Organisation, which in- 
cludes consuming countries as well as 
producers, collapsed in 1989 because of 
the unwillingness of consumers to finance 
mounting stocks. 

Since then, better growing techniques 
and the swift rise of output in Vietnam 
have resulted in chronic oversupply. That 
has caused the failure of the exporters’ re- »» 





A long way from the cappuccino economy 
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> tention scheme this week, and has placed 
similar national schemes, such as that op- 
erated by Colombia’s Federation of Coffee 
Growers, under great strain. 

Mexico and some Central American 
producers are now proposing an alterna- 
tive plan to reduce supplies instead of 
stockpiling them, by buying and destroy- 
ing low-quality beans. This was discussed 
by the 1co this week. But its chances do 
not look good. India and Indonesia, two 
big producers, say they will not take part. 
And Brazil, by far the biggest exporter, is re- 
luctant. Producer countries would proba- 
bly have to finance the scheme, and most 
cannot afford to. They would like the 
World Bank to help; they say it financed 
Vietnam’s coffee expansion (though in fact 
it played only a minor part). 

A more promising approach, however, 
might be to boost demand, and toimprove 
marketing. “If only all the 6 billion people 
on earth drank one little cup of coffee a 
day,” dreams Marcos Costa, another 
grower in Patrocinio. He has a point: if the 
growth rate of coffee consumption were to 
double to about 3% annually, matching 
that for soft drinks, then it would keep 
pace with rising production. Since con- 
sumption varies widely between coun- 
tries, there is scope for expansion—even in 
some coffee-growing countries: a market- 
ing campaign in Brazil in the early 1990s al- 
most doubled consumption there. Brazil- 
ians now consume, on average, 4.5kg a 
year, more than twice as much as Colom- 
bians and five times as much as Mexicans. 
Such efforts may be helped by recent stud- 
ies casting doubt on the conventional 
view that coffee is bad for health. 

Coffee growers also need to persuade 
consumers to pay more for quality—and to 
capture a bigger share of the final price of a 
cup of coffee. One model is Colombia: by 
investing in technical advice, quality con- 
trol and branding, its Coffee Growers’ Fed- 
eration has ensured that Colombian coffee 
attracts a premium of 10 cents a pound 
over other arabica coffees. Costa Rica com- 
mands a smaller premium. A second 
model is Jamaica, which achieves high 


prices for its branded Blue Mountain 
beans. Even in Colombia, some producers 
are now trying to secure a higher premium 
by marketing “single-estate” coffee, fol- 
lowing the example of fine wine. 

Growers across Latin America are now 
trying to copy such successes, and in some 
places aid agencies are helping to market 
“organic” or “fair-trade” coffee. A Brazilian 
growers’ group is marketing top-quality 
beans under the Café do Cerrado brand. 
Cans of chilled Cerrado coffee can now be 
bought in convenience stores in Japan. 
Selling a brand rather than a commodity 
has helped the group to by-pass middle- 
men; a Japanese roaster buys the beans di- 
rectly for twice the bulk-market price. 

Brazil’s government would like its cof- 
fee industry to go further still: instead of 
seeing exporters selling mainly green 
beans to foreign roasters, it wants Brazil to 
become a big producer of processed coffee, 
and will soon launch a subsidy scheme for 
new roasting plants. To Brazil’s annoyance, 
some consuming countries protect their 
coffee-processing industries with tariffs on 
imports of instant coffee. But roast and 
ground beans do not face such barriers. 


Brazil's economy 


The big squeeze 


SAO PAULO 


Creating the right products and marketing 
them well could bring rewards. 

Not all growers can produce single- 
estate coffee, nor will all consumers want 
to pay for it. Many farmers will have to 
seek other crops. Those with small plots 
may move to subsistence farming. But 
other opportunities exist. World demand 
for meat and fruitis rising, and Latin Amer- 
ica has plenty of scope to supply these. 

In the Brazilian state of Minas Gerais, 
pig farming is expanding, helped by gov- 
ernment loans. In Patrocinio, the local 
council has helped growers like Mr Castro 
to start producing passion fruit. But there 
are pitfalls. A sudden cornucopia of pas- 
sion fruit last year overwhelmed the local 
market and sent prices plunging. And ex- 
port markets are often protected by tariffs, 
quotas or tough sanitary standards. 

Coffee enjoys booms as well as busts, 
and it will continue to be a main source of 
income for many of the region’s farmers. 
Improved marketing and diversification 
could reduce the pain of future slumps. But 
they take time. Meanwhile, the coffee bust 
is bringing misery to millions, with little 
sign of recovery in sight. = 


A weaker currency is only one sign of Brazil’s quickening adjustment to harsher 


economic circumstances 


IX months ago, Brazil’s economy 

seemed to be growing too fast. There 
were worries that surging demand might 
stoke inflation. But it has been downhill 
ever since. Industrial production has fallen 
each month since March, meaning that the 
country is probably now in recession. This 
week the IMF cut its previous growth fore- 
cast for Brazil in half, saying that GDP 
would expand by just 2.2% this year. 

To make matters worse, the real, Brazil’s 
currency, has continued to weaken (see 
chart). It is the victim of a vicious circle of 
declining confidence. Apart from a home- 
grown energy shortage and uncertainty 
about the outcome of next year's presiden- 
tial election, Brazil and its currency have 
been hit by outside events—notably Argen- 
tina’s troubles and investors’ flight to safer 
assets after September 11th. 

This poses policy dilemmas for the gov- 
ernment. Despite the slowdown, the weak 
real has increased the price of imports, 
meaning that inflation this year is likely to 
be higher than the Central Bank’s target of 
6%. The bank has tried to prop up the cur- 
rency with higher interest rates, sales of 
dollars from its reserves and auctions of 
dollar-linked bonds. But since most of the 


government's debt is linked either to inter- 
est rates or to the dollar, the combination 
of rising borrowing rates and a weakening 
currency has bumped up the debt total, 
making markets more nervous still. 

On September 21st, despite the Central 
Bank’s sale of a further $1.7 billion of dol- 
lar-linked bonds to halt the currency’s 
slide, it fell a further 3% to anew low of 2.84 
reais to the dollar, taking the fall in its value 
this year to 31%. That prompted a change in 


tactics. The Central Bank announced anin- » 
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crease in banks’ compulsory deposits and 
President Fernando Henrique Cardoso 
called an “emergency” ministerial meet- 
ing on September 24th. That sparked fears 
of a reintroduction of exchange controls. 
Instead, officials decided merely to create a 
task-force to try to boost exports. 

These measures mean that the govern- 
ment knows that a balance-of-payments 
crisis is round the corner, says Marcelo 
Carvalho of J.P. Morgan Chase, an Ameri- 
can investment bank. Foreign direct invest- 
ment is falling: in the first eight months of 
this year, it totalled $14 billion, down from 
$21 billion in the same period last year. 
Since Brazil has relied on foreign direct in- 
vestment to cover its current-account gap, 
which has been running at 4-5% of GDP, 
this gap must now be made to shrink. 

Boosting exports takes time, and will be 
tough during a world economic slow- 
down. So much of the adjustment will 
have to come from lower imports—in other 
words, recession. The increase in banks’ 
compulsory deposits will squeeze credit. 
This is a less visible way of depressing de- 
mand than a further increase in interest 
rates, and one that also avoids cranking up 
the government's debt. 

So far Brazilian consumers have not felt 
the squeeze. Real wages have fallen 
slightly but unemployment has not yet 
risen. With output falling, loans becoming 
scarcer and the cost of living set to rise, 
they should soon get the picture. m 


The United States and Latin America 
Together, for now 


Unity conceals new tensions 


OR the first time since the 1960s, the 
Rio treaty, a cold-war mutual-defence 
pact for the Americas, has been invoked, 
this time in support of the United States’ 
campaign against terrorism. At a meeting 
in Washington on September 22nd, the 
region’s foreign ministers pledged to co- 
operate in tracking down and extraditing 
terrorists. But behind this facade of un- 
ity, Latin America’s solidarity is strained. 
The decision to invoke the treaty 
came at Brazil's initiative, and was ap- 
proved unanimously. But only just. Pres- 
ident Hugo Chavez of Venezuela, who 
last year visited Iraq and is due in Libya 
next month, was persuaded to fall into 
line only at the last minute, by President 
Fernando Henrique Cardoso of Brazil. 
The American campaign against ter- 
rorism is causing awful difficulties for 
Mexico. During a state visit to Washing- 
ton before the attacks, Vicente Fox, Mex- 
ico's president, had criticised the Rio 
treaty as “obsolete and useless”. Now 
Jorge Castaneda, its foreign minister, is 
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Terrorism in Argentina 


Bombed 


BUENOS AIRES 


Exposing the flaws of the state 


N 1994, in the most serious criminal at- 
tack in Argentina's history, a bomb de- 
molished a Jewish welfare centre in Bue- 
nos Aires, killing over 80 people and 
injuring at least 250. Intelligence sources 
believe that the bomb was the work of Hiz- 
bullah, a Lebanese-based terrorist group 
with Iranian and Syrian backing. But the 
trial that opened this week of 20 men ac- 
cused of involvement in the attack may 
throw more light on the shortcomings of 
Argentina’s police and judiciary than on 
the workings of Middle Eastern terrorism. 
Those in court are alleged to beno more 
than the local connection—a motley as- 
sortment, asserts the prosecution, of 
small-time crooks and bent policemen. 
They are accused of supplying a van that 
was later filled with explosives and deto- 
nated outside the welfare centre. Argen- 
tina's press has long asserted that terrorist 
cells operated from Ciudad del Este, a 
smuggling centre on Paraguay’s border 
with Argentina which has many traders of 
Middle Eastern origin. But this has not 


being lambasted at home for supporting 
the United States’ right to “revenge”. 

Latin America will no doubt do its 
best to comply with the American re- 
quest to tighten controls on borders and 
terrorists’ finances. But rather to the sur- 
prise of American officials, the attacks 
have laid bare the continuing strength of 
anti-American opinion in the region. 
Governments are “going to have to find 
a way to balance their foreign-policy 
concern to support the United States 
against public opinion that could be- 
come increasingly hostile once conflict 
begins,” says Peter Hakim of the Inter- 
American Dialogue, a Washington 
think-tank. 

To make matters worse, Latin Amer- 
ica’s main economies are sinking into re- 
cession, amid widespread disillusion 
with the meagre fruits of a decade of 
American-backed free-marketry. “It all 
points to a far rockier period for relations 
between the United States and Latin 
America,” according to Mr Hakim. 





Seven years on, and still no answers 


been reliably established by Juan Jose Ga- 
leano, the investigating judge. In fact, Mr 
Galeano has established remarkably little. 
He has not determined whether the attack 
was carried out by a suicide-bomber, nor 
even the precise death toll. 

“Despite 375 volumes of evidence, we 
basically know no more now than a week 
after the attack,” complains Alberto Luis 
Zuppi, a lawyer for the families. He says 
important evidence has been lost or de- 
stroyed, and accuses Mr Galeano not just 
of incompetence, but of misconduct. In a 
videotape that has surfaced publicly, Mr 
Galeano is seen offering $450,000 and a 
book contract to one of the main defen- 
dants in return for implicating several 
rogue policemen in his testimony. Mr Ga- 
leano denies any wrongdoing. 

This week, the victims’ families filed a 
request for Mr Galeano’s removal. But the 
accusations go further. Another judge is in- 
vestigating claims by a former court offi- 
cial that s1DE, the state intelligence service, 
failed to act on prior information of the at- 
tack. Intelligence sources deny this claim. 
They blame the failure of the investigation 
on the lack of resources, technical skill and 
sophistication of Argentina's intelligence 
services. They point out that records of 
those entering and leaving the country are 
incomplete and not computerised. 

Certainly, the security services had rea- 
son to be alert. In 1992, a bomb atthe Israeli 
embassy in Buenos Aires killed 29. SIDE 
has launched its own inquiry, whose re- 
sults may eventually be passed to the 
court. Both sides hope that the trial will 
produce new information. But the perpe- 
trators are now unlikely to be caught. Al- 
though there is no proven link with the at- 
tacks on New York and Washington, 
“impunity for those who carried out this 
attack paved the way for other bigger at- 
tacks elsewhere,” argues Mr Zuppi. m 





International 


Israel and the Palestinians 





The beginning of the end of the 
Palestinian uprising? 


JERUSALEM 


Sadly, one meeting does not spell peace. It will take a lot more American pressure 


to end the intifada 


FTER a year of bloody fighting, but 
with neither side beaten, Israel and 
the Palestinians are finding it hard sud- 
denly to stop shooting and start talking 
again. They may have to, though, if the Un- 
ited States keeps up its pressure on Ariel 
Sharon and Yasser Arafat to take them- 
selves and their pesky dispute off the inter- 
national agenda while America makes 
world war on terrorism. This week, after a 
barrage of telephone calls from Colin Pow- 
ell, America’s secretary of state, Mr Sharon 
had to drop his demand for 48 hours of no 
Palestinian violence before he allowed his 
foreign minister, Shimon Peres, to meet Mr 
Arafat and discuss a ceasefire. 

The meeting duly took place on Sep- 
tember 26th, at the Palestinian airport in 
the Gaza strip. If the fragile ceasefire sur- 
vives, another meeting will be held “with- 
in a week or so”, and later a third. By then, 
the two men may be discussing the report 
compiled earlier this year by a group of in- 
ternational statesmen under George 
Mitchell, a former American senator, 
which recommends, among other things, 
a freeze on Israeli settlement-building. 

Few Israelis believe that things will go 
so well. Mr Sharon predicts openly that Mr 
Arafat (“our bin Laden”) will not curb all 
the violence (he “has not forsworn his 
strategy of terror”), though the prime min- 
ister conceded this week that the Palestin- 
ian leader had taken some effective mea- 
sures to prevent more bombings. The 


Israeli left suspects the prime minister of 
being reluctant to get into real peace talks, 
and that he therefore does not want the 
current detente to succeed. 

Mr Sharon, riding high in the opinion 
polls, is less concerned about the ragged 
left than about the increasingly strident at- 
tacks on him from the hardline right, the 
mainstay of his support. Marshalled by 
Binyamin Netanyahu, a former and 
would-be-future prime minister, right- 
wing critics say that Mr Sharon, softened 
by Mr Peres’s Delilah-like charms, is fritter- 
ing away the unique opportunity, created 
as they believe on September 11th, of win- 
ning the intifada. 

Far from ending the fight, they say, Is- 
rael ought to be intensifying it. But, says Mr 
Netanyahu, Mr Sharon is kowtowing to 
the pro-Arab State Department, which 
anyway does not reflect mainstream 
American thinking now. Feeling the heat, 
Mr Sharon’s aides have warned the Pal- 
estinians that if their attacks continue de- 
spite the Arafat-Peres meeting, Israel will 
quickly resume its “military initiatives”. 

Mr Arafat, for his part, is acutely aware 
that part of the Israeli government sees the 
carnage in America as a chance to bury the 
intifada, his regime and perhaps himself 
for good. Not only does he hear what Mr 
Sharon says about him but, in the week 
after September 11th, the Israeli army 
killed 28 Palestinians and mounted 16 in- 
cursions into Palestinian Authority areas. 
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Mr Arafat's frightened answer was to de- 
clare a ceasefire “on all fronts” and express 
readiness to enlist in America’s coalition 
for “ending terrorism against unarmed in- 
nocent civilians”. This sharply reduced 
(but did not end) Palestinian violence. 

Mr Arafat warned the Palestinian 
“forces”—fighters belonging mainly to his 
Fatah faction and to the Islamist Hamas 
and Islamic Jihad movements—not to give 
“pretexts” that would aid Mr Sharon's de- 
signs. They heeded his counsel, partially. 
Though they agreed to end attacks on civil- 
ians in Israel and firing on Jewish settle- 
ments from Palestinian-controlled areas, 
they did not agree to end armed actions in 
defence of Palestinian towns and villages 
still under occupation. They also said they 
would “respond” if Israel acted against 
them or their people. 

On September 24th the Israeli army es- 
tablished a 32km (20-mile) “closed mili- 
tary zone” along the West Bank’s northern 
border with Israel. This, says Israel, is to 
prevent suicide bombers from infiltrating 
its cities. The Palestinians say it is a de facto 
annexation that puts 24,000 Palestinians 
under direct Israeli rule, within a web of 
apartheid-like pass laws. The same day an 
Israeli woman was killed in an ambush in 
the Jordan valley. Islamic Jihad claimed 
responsibility, saying it no longer felt 
bound by the ceasefire. 

The fact that Mr Arafat was obliged to 
accommodate his ceasefire to the factions’ 
conditions is one sign of the changes the 
intifada has wrought in the Palestinian na- 
tional movement, with power now di- 
vided between the militias and the leader. 
It is a shift cemented by the support the in- 
tifada still commands among Palestinians, 
with a colossal 85% wishing its continua- 
tion, according to a recent Palestinian poll. 

This level of support is remarkable. 
Now at its first anniversary, the intifada 
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would seem a litany of Palestinian losses. 
The Israelis have suffered greatly, with 
nearly 170 of their people killed during the 
year. But the Palestinians have seen more 
than 600 of their people killed and 15,000 
injured. And the Palestinian economy and 
psyche have been devastated. 

But most Palestinians never viewed the 
uprising as a deliberate act of revolt. It 
grew rather as an ad hoc, untidy resistance 
to what they considered Israel’s attempt to 
impose militarily what it had it failed to 
impose diplomatically at the Camp David 
summit last year: a solution on Israel's 
terms. If Mr Arafat is now signalling an exit 
from the intifada and so a departure from 
the Palestinian consensus still behind it, he 
will need more than a ceasefire from Mr 
Peres. He is looking for steps that will im- 
prove Palestinians’ lives, and give them re- 
newed hope in a political process that will 
one day meet their national aspirations. 
Without such movement, and the continu- 
ing American pressure to bring it about, 
the intifada is likely to be rekindled. m 


Iraqi Kurdistan 
Bandwagon 


The Kurds climb onit 


THE not-so-safe haven of northern 

Iraq, Jalal Talabani, a Kurdish militia 
leader, has launched an assault on his 
former ally, the Islamic Movement of 
Kurdistan (IMK), and its enclave close to 
the Iran-Iraq border. This week Mr Tala- 
bani's Patriotic Union of Kurdistan 
(PUK) stormed the ill-fated town of Ha- 
labja, to oust the 1mx from the place 
that has been its base for seven years. 
The PUK, which is said to have lost 100 
fighters, is presenting the takeover as a 
victory in the war on terror. 

Within hours of the September 11th 
attacks on America, the group’s web- 
sites accused the ıĪmx and its hardline 
offshoot, Jund al-Islam (Army of Islam), 
of receiving training and money from 
al-Qaeda and, for good measure, Iraqi 
intelligence agents. They were plan- 
ning, says the PUK, to create a haven 
within a haven for Osama bin Laden. 

Poppycock, says the IMK, perhaps 
the third-strongest of the Kurdish mili- 
tias. Inspired by the Afghan jihad (strug- 
gle) against the Soviet Union, its own 
jihad against Saddam Hussein dates 
back to the 1980s (Saddam responded 
by dropping chemical weapons on Ha- 
labja). The ımx admits a few of its fight- 
ers are veterans of the Afghan war. But 
it says it has repeatedly refused to offer 
Arab afghanis a refuge, for fear of jeop- 
ardising its warm relations with Amer- 
ica and Saudi Arabia. 


Iran and Britain 


Ambiguity, at best 


TEHRAN 
No certainty about the way Iran would 
respond to an attack on Afghanistan 


ACK STRAW, the most senior British 

minister to have visited Iran since the 

1979 Islamic revolution, praised Iran’s 
leaders for their prompt condemnation of 
the September 11th attacks. But in his talks 
with President Muhammad Khatami and 
Kamal Kharrazi, Iran’s foreign minister, in 
Tehran on September 25th, Britain's for- 
eign secretary did not get what he had 
come for: Iran’s private acquiescence to a 
retaliatory offensive against Afghanistan. 
Much as it loathes the Sunni Muslim Tali- 
ban, Iran’s Shia Muslim republic could 
hardly team up with America, an old foe it 
accuses of sponsoring Israeli “terrorism” 
against Palestinians, to take Muslim lives. 

There were, however, some encourag- 
ing signs. Until Mr Straw’s visit, Iranian 
leaders had demanded that such an offen- 
sive should be run by the United Nations, 
and not the United States. At his press con- 
ference on Tuesday, Mr Kharrazi helpfully 
dodged a question about the need for in- 
creased UN involvement. Instead, with 
studied ambiguity, he called for an “inter- 
national consensus”. Ayatollah Ali Kha- 
menei, Iran’s fiercely anti-American su- 
preme leader, decreed this week that 
America’s war on terrorism was not “sin- 
cere”, 

Iran, as Mr Straw seductively recalled, 
has an interest in a “change in governance” 
in Afghanistan. Nothing would please Iran 
more than to see a new regime, particu- 
larly one whose composition it could 
influence. It calculates that it would then 
be able to negotiate the return of the more 
than 1.5m Afghan refugees it currently 
lodges at heavy social and financial cost. It 
might also be able to staunch the supply of 
cheap opium and heroin that has made ad- 
dicts of more than 2m Iranians. By godfa- 
thering Afghanistan’s Shia minority, 
which the Taliban have treated horribly, it 
might counter the influence that Russia 
and Pakistan will hope to exert. 

For all that, if an attack comes, Iran 
could well respond with two voices. Se- 
nior conservatives have already said that 
they oppose American retaliatory action. 
In particular, they would like to scotch re- 
formist hopes that co-operation might 
bring collateral advantage in the form of 
an improvement in relations with Amer- 
ica. Whatever the mutual goodwill, Mr 
Straw may well have left Tehran unsure 
whether Iran will greet an attack with 
obliging silence, or a denunciation that 
dents the coalition’s fragile ecumenism. m 








AIDS in South Africa 
Heads in the sand 


CAPE TOWN 
When will South Africa’s government 
acknowledge the size of the problem? 


6% HAT is distressing is that we really 
are fiddling while our Rome is 
burning...people are dying, but unpleas- 
ant truths we tend to deny.” Last week 
Desmond Tutu, a retired archbishop, head 
of the Truth and Reconciliation Commis- 
sion and one of the most respected men in 
South Africa, added his voice to the chorus 
lamenting the government's failure to 
tackle the country’s tragic Arps epidemic. 

Mr Tutu’s appeal—he wants anti-retro- 
viral drugs for all who need them, open 
talk about sex and condoms, and the dec- 
laration of a national emergency—should 
have some impact. Nagging from newspa- 
pers, foreigners and the opposition leaves 
the government unmoved. But Mr Tutu is 
widely loved. Moreover, his cry for action 
was delivered in unison with a coalition of 
church leaders, the main trade-union 
grouping (COSATU, which is an ally of the 
ruling party and other activists who want 
the policy on Arps rethought. 

The government not only keeps its 
head deep in the sand, but it is also trying 
to bury the latest report on mortality rates 
in South Africa. This five-year study, not 
yet officially released, has been produced 
by the Medical Research Council (MRC), a 
serious body that gets two-thirds of its 
money from the government. It gives the 
most authoritative picture yet of the im- 
pact of the disease. Leaked copies confirm 
the gloomy analyses made by other re- 
searchers: 40% of adult deaths and a quar- 
ter of all deaths last year were Arps- 
related; between 4m and 7m people will 
die of the disease within a decade; life ex- »» 
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> pectancy will plummet (another report re- 
cently suggested it could go as low as 41 
years) if nothing more is done. 

Such dire predictions are neither new 
nor controversial. But they sharply contra- 
dict recent statements by President Thabo 
Mbeki. Last month Mr Mbeki claimed that 
“external causes”, such as car crashes and 
criminal violence, were the biggest killers 
in South Africa, and that Arps accounted 
for only a small fraction of the total. In a let- 
ter to his health minister, he used 1995 fig- 
ures from the World Health Organisation 
to bolster his case. The WHO responded 
angrily by pointing to current estimates 
which show that 250,000 people die of 
Arps each year in South Africa. This makes 
it the leading killer. 

The government clumsily postponed 
the report’s release. On September 21st, at 
the last minute, the MRC’s president, Male- 
gapuru William Makgoba, cancelled the 
presentation of it to Parliament. At his 
Cape Town offices, he claimed to possess 
nota single copy. Though the MRC calls for 
the facts to be heard as soon as possible, of- 
ficials are now talking of the need to go 
through proper bureaucratic procedure be- 
fore releasing the statistics. 


Road to disaster 

Mr Mbeki’s attitude, say his critics, is 
discouraging others from taking effective 
action, whether it be undergoing HIV tests 
or changing sexual behaviour. Tony Leon, 
leader of the opposition Democratic Alli- 
ance, puts it bluntly: “Every week we have 
the equivalent number of people dying 
from aips as died in the World Trade Cen- 
tre bombing. But our president denies the 
pervasiveness, the cause and the treat- 
ment of Arps.” Even the health ministry, 
which in public keeps steadfast with the 
president, has given a warning, in an inter- 
nal memorandum leaked last week, that 
the government’s Arps policy is “politi- 
cally dangerous” and “unacceptable from 
a human-rights perspective”. 

Working on the assumption that one in 
ten of all South Africans is infected with 
HIV, the memorandum concedes that 
spending is so inadequate that the poor get 
“substandard” attention. Care is so inequ- 
itable that legal and political challenges 
should be expected. Already one activist 
group has taken the government to court 
over its refusal to give drugs to pregnant 
women with Hiv, which would protect 
their babies from infection. 

Yet last month Mr Mbeki seemed to 
suggest in his letter to the health minister 
that she should consider cutting money for 
AIDS care. Though spending on public 
health grew by an impressive average of 
9% a year throughout most of the 1990s, 
the Arps epidemic means that vastly more 
needs to be spent just to keep hospital and 
other care at current standards. The gov- 
ernment has had some successes: for in- 
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stance, the incidence of syphilis has 
dropped by 80% in the past eight years. But 
it cries off giving anti-arps drugs to pro- 
long lives and reduce infection. 

The government's argument is that 
these drugs are far too costly. But this ex- 
cuse may not be tolerated for much longer. 
South Africa's neighbour, Botswana, has 
announced that drugs of this sort will be 
free. And since the South African govern- 
ment won a court case against the pharma- 
ceutical companies earlier this year, bring- 
ing down the price of these drugs, 
treatment should be more affordable, even 
if the country’s poor health services mean 
that they cannot be distributed to every- 
one who needs them. Already, in parts of 
the country where the opposition runs lo- 
cal government, drugs have been made 
available. Will such examples, and the ap- 
peals from Mr Tutu and other prominent 
people, persuade the stubborn Mr Mbeki 
at least to concede the size of the problem 
that his country now faces? w 





Landmines 


Curbing horror 


Efforts to rid the world of landmines are 
just beginning to pay off 


COUPLE of months ago, Blanca Nubia 
Chamorro, aged 12, found a ball in her 
village in southern Nicaragua. As she was 
playing, it blew up. Blanca now lies in hos- 
pital without her left arm and right hand. 
Years after all fighting has stopped, 
landmines continue to cripple people in 
countries that have known savage wars, 
including Nicaragua, Cambodia and Mo- 
zambique. Afghanistan, where new fight- 
ing is now awaited, may still be the most 
heavily mined area in the world. More- 
over, the vile contraptions continue to be 
planted by governments or rebels in some 


25 countries. According to the Interna- 
tional Campaign to Ban Landmines (1cBL), 
mines claim well over 15,000 victims a 
year in about 90 countries. 

At least matters are not as bad as they 
were. As they got together in Nicaragua on 
September 18th, the parties to the 1997 Ot- 
tawa convention—which bans the use, pro- 
duction, stockpiling, sale and purchase of 
landmines—had cause for congratulation. 
The 1cBL was able to report that 185m 
square metres (46,000 acres) of mined ter- 
ritory was cleared last year; the number of 
producers has shrunk from 55 to 14 over 
the past few years; trade seems to have 
come to a halt; stockpiles are shrinking, 
with 27m mines destroyed; the number of 
new victims, while still high, is declining. 
There are now 120 full members of the 
convention, with another 21 on the way. 

Yet 240m landmines are still thought to 
be stockpiled in about 100 countries. The 
Ottawa convention requires members to 
clean up their arsenals within four years, 
but nearly 20 countries have not even 
started to do so. More to the point, most of 
the world’s landmines are held by coun- 
tries that have declined to sign the treaty. 
China alone is sitting on 110m landmines, 
almost half the total stockpile. Russia and 
America, two other determined non-join- 
ers, have stockpiles estimated at 65m and 
11m respectively. 


How to get them to obey 

Getting members to stick to their obliga- 
tions is tricky. Uganda is said to be produc- 
ing landmines in a government factory, 
and to have used them during the war in 
Congo. The 1cBt believes that Tajikistan, 
another member, has allowed Russian 
troops to lay landmines on its border with 
Afghanistan. Angola, which has signed 
but not yet ratified the treaty, openly ad- 
mits to using mines. Ethiopia, Sudan, 
Rwanda and Burundi, also signatories, are 
suspected of foul play, although they all 
firmly deny it. 

Theoretically, the Ottawa convention is 
legally binding, but identifying the cul- 
prits, let alone enforcing the law, is not 
easy. Many members have not yet pro- 
vided clear information about their land- 
mines, an obligation under the conven- 
tion. Monitoring what is happening to the 
mines is difficult and time-consuming and 
is not part of the convention: most of the 
work is carried out by the ICBL’s 115 re- 
searchers. And even when countries are 
found guilty, bringing them back into line 
depends on peer pressure, since no clear 
penalty system has been devised. 

Another troubling point is that the con- 
vention binds only governments. Yet land- 
mines are a weapon of choice for rebels. 
The Nicaraguan meeting acknowledged 
that insurgents too should give them up. 
But it will take much more than peer pres- 
sure to get them to do so. W 
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Poland's ale Han 
otlana sS eleccion 


The left is back—in the centre 


WARSAW 





Communists turned social democrats have triumphed in Poland’s general 
election—but populists and the far right have become a worryingly large minority 


[E IS a pattern that has become common 
in Central Europe: the repackaged com- 
munists are back. At first glance, the results 
of Poland’s general election on September 
23rd would seem to mark a dramatic rever- 
sion to the communist past and a sullen re- 
jection of the market reforms of the past 
decade. In fact, Poland has a steadier gov- 
ernment, now centre-left and not commu- 
nist at all, which should be better able than 
its ramshackle predecessor to bring the 
country into the European Union, still the 
top priority of all Poland’s main parties. 
The ex-communists, now called the 
Democratic Left Alliance, took 41% of the 
vote on Sunday. In contrast, Jerzy Buzek’s 
outgoing government, based on the once- 
heroically anti-communist Solidarity 
trade-union movement, took less than 6%, 
failing to win even a single seat in parlia- 
ment. Bronislaw Geremek’s economic lib- 
erals of the Freedom Union, who walked 
out of the coalition governmenta year ago, 
were also butchered: with 3% of the vote, 
they too have lost all their seats. Turnout 
was a dismal 46%. The old anti-communist 
front that stirred hearts at home and 
abroad 11 years ago has been wiped out. 
The end of market reform, then? Very 
probably not. Most of the ex-communists 
have genuinely changed. The incoming 


prime minister, Leszek Miller, a dour but 
wry 55-year-old ex-apparatchik (pictured 
above), is now pro-market, pro-NATO and 
pro-EU. His disappointment, despite se- 
curing the biggest electoral victory in the 
history of an independent Poland, is that 
he failed to win an outright majority of 
seats. He must therefore build a coalition 
or make a pact. That may not be easy. 

The Civic Platform, under Andrzej Ole- 
chowski, which got 13% of the vote, shares 
many of the Democratic Left’s policies but 
is the natural opposition in parliament. 
The only other party that could join the ex- 
communists is the Peasants’ Party, which 
took nearly a tenth of the vote. It has been 
an awkward partner for the ex-commu- 
nists in the past and is lukewarm in its atti- 
tude towards joining the EU. 

The most worrying outcome of the 
election was the success of nationalist ex- 
tremists. Among those seeking the protest 
vote, the biggest winner was a populist 
pig-farmer, Andrzej Lepper, and his xeno- 
phobic Samoobrona (Self-Defence) party, 
which won a good tenth of the vote. He 
says he might reluctantly support Poland’s 
entry to the Eu, but only if it gained conces- 
sions that it is unlikely to get. Tanned by 
nightly visits to his sun-bed, sporting an El- 
vis Presley-style quiff and a white-and-red 
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tie, Mr Lepper adroitly used television to 
tell small farmers and former collective- 
farm workers that the crooked nouveaux 
riches of Warsaw had bled the country dry 
and that joining the Eu, in its present form, 
would be death to Poland’s countryside 
and those who lived in it. 

He certainly drowned out the voice of 
the Peasants’ Party, which has spoken for 
small farmers in the past. A few weeks ago 
its leader, Jaroslaw Kalinowski, sent Mr 
Lepper a haughty note offering him a third 
of the seats if he would join forces—a pro- 
posal Mr Lepper rejected with disdain. 

The outgoing government alliance was 
beaten even by two parties of the hard 
right that few pundits had hitherto taken 
seriously. The Law and Justice Party, led by 
identical twins, Lech and Jaroslaw Kaczyn- 
ski, who demanded the return of the death 
penalty and inveighed against corruption, 
took nearly 10% of the vote. The other 
party to spring up from nowhere is the 
League for Polish Families, which got 
nearly 8%. Often anti-Semitic, it is backed 
by the ultra-nationalist wing of the Roman 
Catholic church, whose Radio Marya is 
said to have 4m listeners. The league has 
damned the Eu as a “civilisation of death” 
for what it takes to be the EU’s views on 
abortion and euthanasia. 

Mr Miller, who campaigned on a plat- 
form of budgetary caution and austerity, 
has his work cut out. Unemployment is 
18% and rising, economic growth has 
slumped from 7% a few years ago to a pre- 
dicted 2% this year, an ambitious health- 
care reform has gone down badly, and the 
latest projections suggest a deficit of $5 bil- 
lion in next year’s budget. 


Mr Miller has gone some way to reas- >> 





> sure nervous foreigners, especially in Brus- 
sels, and businessmen at home and 
abroad, by giving the finance ministry to 
Marek Belka and foreign affairs to Wlodzi- 
mierz Cimoszewicz. Mr Belka is an econo- 
mist most businessmen seem to trust. Mr 
Cimoszewicz must, among other things, 
fend off Poland’s anti-gu nationalists. 
Most EU governments still think it po- 
litically unthinkable for Poland notto be in 
the first bunch of new countries joining 
from the east. But the Poles have been flag- 
ging in their negotiations, and there has 
been growing unease in Brussels. Mr 
Miller’s government is at least better 
placed than its predecessor to clinch the 
deal that would bring Poland back into Eu- 
rope’s heart. That is, if Mr Miller can keep 
the new rowdies in parliament quiet. m 


Peacekeeping in Macedonia 


Jangling nerves 


SKOPJE 
Anew deal is possible, despite 
last-minute hitches 


ISITING Macedonia soon after the ter- 

rorist attacks in America, NATO'S 
secretary-general, Lord Robertson, de- 
scribed the alliance’s search for peace in 
this southern Balkan state as a “tiny ray of 
sunshine”. A fortnight on, as NATO 
wound up its 30-day collection of weap- 
ons from the ethnic-Albanian rebels of the 
National Liberation Army (NLA), and ar- 
ranged to leave behind 1,000 or so troops 
to protect the international monitors 
supervising the peace plan, the gleam still 
seemed there. But delays by Macedonia’s 
government could still remove it. 

The 4,500 NATO soldiers assigned to 
Operation Essential Harvest have col- 
lected more than the agreed quota of 3,300 
rebel weapons. Despite opposition from 
Slav nationalists in Macedonia’s ruling 
party, the country’s parliament gave pre- 
liminary approval on September 24th to 15 
of the 30-plus reforms needed to improve 
conditions for the country’s ethnic-Alba- 
nian minority. The violence between 
Slavs and Albanians, which had seemed 
about to cause yet another Balkan war, 
was this week reduced to a single ethnic- 
Albanian shot dead at a checkpoint. “A re- 
sounding success,” said Lord Robertson. 

Look again, though, and the clouds still 
hang around that gleam of hope. Lord Rob- 
ertson found it necessary this week to re- 
mind Macedonia’s Slav politicians that 
they had still not completed their part of 
the peace deal. The entire bundle of re- 
forms has to be accepted by a two-thirds 
majority of parliament in a vote due early 
in October. If the period between the dis- 





arming of the NLA and the implementa- 
tion of the rest of the peace plan continues 
for too long, violence will return. 

The Slav hardliners—led by the prime 
minister, Ljubco Georgievski, and the even 
steelier interior minister, Ljube Boskov- 
ski—say that ratification would amount to 
a capitulation to ethnic-Albanian “terro- 
rists”. The leaders of the ethnic Albanians, 
a third of the country’s population, reply 
that the peace deal will be dead if parlia- 
ment changes any of the planned reforms. 

One of the central issues for the ethnic 
Albanians is a proposed amnesty. This 
would give all the rebels, except those of 
their leaders deemed to have carried out 
non-political crimes, immunity from pros- 
ecution. The Albanians will expect NATO 
to protect them if it does not go through. 

But will NATO be able to provide that 
protection? Once the soldiers of Essential 
Harvest have left, by mid-October, about 
1,000 allied troops—described by Lord 
Robertson as a “lean but effective” force, 
by sourer voices as “overstretched and un- 
der-mandated”—will remain to guard the 
international monitors who are to super- 
vise the country’s reintegration. But Mac- 
edonia’s government is still wrangling 
over how big NATO’s follow-up force 
should be and how long it should stay. 

Some Slav paramilitaries are keen to 
ensure that this reintegration is a bloody 
affair for the ethnic Albanians. The Albani- 
ans, having been assured by their leader, 
Ali Ahmeti, that they would be safe if they 
handed in their weapons to NATO, are 
worried. They may well have hidden 
some of their guns. And they could pretty 
quickly buy some more abroad, given the 
$30m-40m said to have been collected on 
their behalf by the Albanian diaspora. Col- 
lecting weapons and helping to draft a 
peace deal was one thing. Making peace 
work on the ground is something else. m 
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ROME 
Proposed new laws may rescue Italy’s 
prime minister from a serious charge 


ACK into its stride after the summer 

holidays, Italy’s lower house of parlia- 
ment was due to vote this week on a 
controversial bill that was approved in the 
Senate on August 3rd, the last day before 
the recess. Its sponsors were Marcello 
Dell'Utri and five other senators. Ostensi- 
bly, the bill simply lets Italy’s president, 
Carlo Azeglio Ciampi, ratify an accord on 
judicial co-operation between Italy and 
Switzerland. In fact, it has much more per- 
sonal implications. 

The accord had been agreed on by the 
two countries back in September 1998. The 
Swiss parliament swiftly approved it but 
Italy’s centre-left government of the day 
was dilatory about presenting a simple 
bill, so it had not been approved by the 
time parliament was dissolved in March 
this year, two months before the general 
election that brought Silvio Berlusconi and 
his coalition of the right to power. Mr 
Dell'Utri, a co-founder of Forza Italia, Mr 
Berlusconi's party, is one of his closest 
friends. He is on trial for aiding and abet- 
ting the Mafia, which he denies. Another 
of the bill's co-sponsors, all of whom are 
Forza Italia people, is Paolo Guzzanti, a 
deputy editor of il Giornale, a newspaper 
controlled by Mr Berlusconi’s brother. 

Parliament's judicial-affairs committee, 
sitting with another committee, approved 
the bill two weeks ago, sending it on its 
way without amending two articles that 
would significantly change Italian crimi- 
nal law. If enacted, they would almost cer- 
tainly exempt Mr Berlusconi and his 
friends from the very serious charges they 
face of bribing judges. 

The chairman of the judicial-affairs 
committee is Gaetano Pecorella, a criminal 
lawyer who sits for Forza Italia. Another 
committee member is Niccolo Ghedini. 
Both men are currently defending Mr Ber- 
lusconi against judge-bribing charges, 
which he denies. In this trial, the prosecu- 
tion, relying heavily on evidence from 
bank accounts in Switzerland, alleges that 
a trail of money connects Mr Berlusconi 
via intermediaries to the judges. 

The alleged intermediaries include Ce- 
sare Previti, a former lawyer to Mr Berlus- 
coni’s companies who is another long- 
standing and close friend—and who is also 
on trial in two further cases of bribery of 
judges, which he too denies. He is a Forza 
Italia Mp and a former defence minister. 
These cases, like the others, draw heavily 


on evidence that has been obtained by Ital- »» 


< 





> ian prosecutors from Swiss banks. 

The Italian-Swiss accord was meant to 
speed up anti-criminal co-operation. It 
supplements and updates the European 
Convention on Mutual Assistance in Crim- 
inal Matters, dating from 1959, to which 
both countries are signatories. Before It- 
aly’s election this May, lawyers for defen- 
dants in each of the three cases of alleged 
bribery of judges, in two of which Mr Ber- 
lusconi is involved, challenged the admis- 
sibility of evidence obtained by Italian 
prosecutors from their Swiss counterparts. 

The challenges asserted that the letter 
of the 1959 convention had not been ob- 
served. For instance, the convention pro- 
vides that copies of documents should be 
certified as authentic by the country that is 
asked for them. As a matter of practice, the 
Swiss do not certify documentation ob- 
_ tained from banks. Another challenge was 
based on the mechanisms used to transmit 
the evidence. The Italian courts rejected all 
these challenges and ruled that no breach 
of Italian law had taken place. But the bill’s 
two controversial articles would almost 
certainly exempt Mr Berlusconi and his 
friends from judge-bribery charges. 

Under Article 12, any evidence that is 
not acquired or transmitted under the 
terms of the 1959 convention would be in- 
admissible in Italian courts. This would 
apply not only to evidence directly ob- 
tained under the convention, but also to 
any oral testimony derived from that evi- 
dence. Under Article 17, this change would 
apply both to investigations and to pro- 
ceedings already under way. It is highly 
unusual for changes to the criminal law to 
apply to trials already in progress. 

In another twist, the same article 
would probably stop Italian prosecutors 
from obtaining the same evidence again, 
by making it inadmissible, in accordance 
with the letter of the 1959 convention. The 
lower house, where Mr Berlusconi’s co- 
alition has a big majority, was poised to 
approve the bill this week, until a last-mi- 
nute opposition amendment, backed by 
some queasy pro-government deputies, 
caused it to be sent back to the Senate. 

If the bill is finally enacted, prosecutors 
would be unlikely to persuade courts to 
continue with any of the three cases of al- 
leged bribery of judges. Mr Berlusconi and 
his friends would then relax—and Italians 
would not find out whether their prime 
minister had indeed bribed judges. 

The bill would halt many other investi- 
gations and trials, current and future. 
Criminals involved with the Mafia, or 
with money-laundering or other corrupt 
activities, would have a better chance of 
slipping through the net of justice—if de- 
fence lawyers find the merest technical de- 
fect in the way evidence has been got from, 
or transmitted by, any country that has 
signed the convention of 1959. 

A lot of dirty money flows through fi- 


nancial institutions in the Swiss towns of 
Chiasso and Lugano, where Italian is spo- 
ken and which are close to Milan, Italy’s 
main financial centre. At present, the re- 
sponses by the Swiss authorities to re- 
quests for judicial assistance do not usu- 
ally comply with the letter of the 1959 
convention. Unless the authorities in Swit- 
zerland are willing to change the way they 
respond to such requests, the Italians may 


be unable to obtain admissible evidence 
from, for instance, Swiss banks. 

Bernard Bertossa, Geneva’s chief mag- 
istrate, complains that “the new Italian 
government is not committed to fighting 
crimes such as money-laundering.” It 
would be unfortunate if the new law were 
to impede Italy’s co-operation with other 
countries investigating the finances of 
Osama bin Laden’s al-Qaeda network. m 





Germany's Greens 


Rocking the government 


BERLIN 


Worried Greens are rattling Germany’s government. Could they even destroy it? 


tT Greens, junior partners to the So- 
cial Democrats in Germany’s ruling co- 
alition, are so worried by the prospect of 
their country taking part in military repri- 
sals against terrorism that they may bring 
down the government. At any rate, that 
possibility is stirring increasingly fevered 
speculation among politicians and com- 
mentators in Berlin. Could it happen? 

At the national level, the party’s lead- 
ers—an amorphous lot at the best of 
times—had earlier backed the govern- 
ment’s “unlimited solidarity” with the 
Americans after the attacks of September 
1th. But in four of Germany’s 16 Lander 
(states), they have already condemned the 
idea of military retaliation outright. Now 
the party is at odds with itself—and is 
threatening to plunge Chancellor Gerhard 
Schréder’s government into a crisis. 

Even before the terrorist attacks, the 
Greens had been edgy and lacking in pur- 
pose. In government for the past three 
years, they have lost much of their raison 
d'être as a party of protest, especially since 
a deal was struck to phase out nuclear 
power. Moreover, all Germany’s main po- 
litical parties now profess to share the 





Fischer's converted, but what of the rest? 


Greens’ environmental concerns. 

Besides, the prospects for the party 
have recently been dimming. In an elec- 
tion on September 23rd in the city-state of 
Hamburg, their vote slumped by over a 
third to barely 8%. Opinion pollsters 
reckon that, if a general election were held 
tomorrow, the Greens would win only 
5-6%, hardly enough to win any seats in the 
federal parliament. 

Some Greens, watching the economic 
landscape darken, have been wondering 
for some time whether they would not be 
wise to leave the coalition now and try in- 
stead to forge a new identity before the 
general election due a year hence. Many 
dislike the threat to civil liberties posed by 
the government's planned anti-terrorist 
measures. Others are appalled by the gov- 
ernment’s threat to curb still further the 
right to asylum. The prospect of having to 
condone the involvement of German sol- 
diers in what would be their first offensive 
mission since the second world war might 
now, some believe, prove the last straw. 

The Greens’ withdrawal from Mr 
Schréder’s government would not neces- 
sarily sink it. The Social Democrats could 
struggle on in a minority. Or they could 
join forces with Germany's small liberal 
party, the Free Democrats. Or, perhaps 
mostlikely, they could try to build a “grand 
coalition” with the opposition Christian 
Democrats, who are in the doldrums and 
would love to get back into government. 

Mr Schréder’s red-Green team may yet 
hold together. Many Greens have mixed 
feelings. Pollsters say that, although nearly 
three-quarters of them are against military 
strikes by the Americans and their allies, 
as many as two-thirds still want the co- 
alition to survive—even if Germany is 
sucked into war. Meanwhile, Joschka Fi- 
scher, the foreign minister, who is a lead- 
ing Green convert to the merits of military 
action in a just cause, remains Mr 
Schréder’s most popular minister. m 
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Charlemagne Antonio Vitorino 


Terrorism in America is helping the EU’s justice commissioner to make progress 





E USED to joke that “I am a little man and I take little steps 

forward.” It was a self-deprecating way of making light of 
his height—he stands 5 feet 3 inches (1.60 metres) in his socks- 
and of describing the plodding business of creating a European- 
wide system of justice. But suddenly the diminutive Mr Vitorino 
has been able to take a giant leap forward. Once deputy prime 
minister of Portugal, trained as a lawyer and at ease in five lan- 
guages, he has won plenty of praise in Brussels for his handling 
of the recently-invented job of European commissioner for jus- 
tice and home affairs. But trying to expand the gu's role in awk- 
ward areas like crime and immigration has been grindingly slow 
work. “The trouble”, lamented one of his aides this year, “is that 
these are the issues on which elections are won and lost.” 

The attacks on America, however, have utterly changed the 
atmosphere. Continent-wide action against “a terrorist problem 
that knows no boundaries” is the new slogan. National sensitiv- 
ities about protecting old ways of doing things suddenly seem 
self-indulgent. Spurred on by this new mood, integrationists ea- 
ger to set up a European police force and a European prosecutor 
and keen to agree on shared definitions of “Euro-crimes” sud- 
denly sound more plausible. After the terrorist attacks, Mr Vito- 
rino swiftly secured approval from EU governments to go ahead 
and make provision for a single European arrest warrant, with 
details to be nailed down by December. Once that is done, the 
EU’s 15 governments must ratify the changes. 

Although the arrest-warrant idea was swept through to help 
fight terror, its reach extends far wider. EU governments will no 
longer need to go through long extradition procedures to nab 
suspects sheltering in other European countries. Instead, for any 
crime that carries a sentence of over a year, a prosecuting au- 
thority in one EU country will be able to issue a warrant that 
must be respected in any other. European countries have hesi- 
tated for a couple of years about adopting so far-reaching a mea- 
sure, since it requires absolute trust in the integrity of each 
other’s legal systems. But those worries look like being set aside, 
though the Euro-warrant will require constitutional changes in 
some countries—for example, in Mr Vitorino’s Portugal. 

Mr Vitorino thinks that in the new climate two nascent insti- 
tutions, Europol and Eurojust, may also burgeon much faster. 
Europol, based in The Hague, now shares intelligence between 


national police forces. Eurojust, which already exists informally 
and will get going officially at the end of the year, will co-ordi- 
nate the Eu countries’ prosecuting authorities. The time is ripe, 
says Mr Vitorino, to consider giving Europol the right to initiate 
its own investigations. Others go further. Gerhard Schréder, Ger- 
many’s chancellor, has talked of the need for a European FBI. 
Lionel Jospin, France’s prime minister, says Europol should be 
turned into a Europe-wide police force, implying that it should 
have executive powers to investigate, search and arrest. The de- 
velopment of Germany’s federal police offers a precedent. Like 
Europol, it started mainly as a co-ordinating body, but won 
greatly expanded powers to fight terrorism in the 1970s. 

Before Europol was granted executive powers, agreement 
would be needed on some common definitions of Europe-wide 
crimes; and a European prosecuting authority would need to be 
able to secure the conviction of criminals collared by Europol. 
Eurojust is plainly the embryo of such an authority. Enthusiasts, 
Mr Vitorino probably included, hope that it will move fairly 
swiftly from co-ordinating national authorities’ work to pros- 
ecuting selected Euro-crimes itself. 

The remit of Europol and Eurojust will depend crucially on 
how these crimes are defined. Mr Vitorino insists that Europol 
should concern itself only with cross-border ones. Some 
issues—he mentions national security and public order—will re- 
main the preserve of national forces. But the commissioner has 
a long list of cross-border crimes now being defined. Again, the 
EU’s reaction to the attacks of September 11th provides a lever. 
At an emergency summit, heads of government agreed to come 
up with a common definition of terrorism—which may become 
one of those Euro-crimes for Europol to pursue. A common ap- 
proach to money-laundering has already been agreed on. Mr Vi- 
torino expects to nail down a definition of people-trafficking 
fairly soon. Other Euro-crimes in his sights include cyber-crime, 
environmental offences and financial fraud against the Eu. 


Stealthy little steps towards a superstate? 

All this talk will warm the hearts of enthusiasts for a federal Eu- 
rope. Mr Vitorino says he is not afraid of the word federalism: “It 
does not burn my lips.” But he insists that his interest is in practi- 
cal anti-crime measures, not in a “theological” debate about a 
federal Europe. The opinion polls, he points out, suggest that 
support for tighter European integration is strongest in matters 
of security and crime. But then the builders of a united Europe 
have always stressed a practical step-by-step approach. As Rob- 
ert Schuman declared, when that French idealist laid out the 
goals of European unity in 1950, “Europe will not be conjured up 
at a stroke or by an overall design; it will be attained by concrete 
achievements generating a community of interest.” 

If Mr Vitorino’s “concrete achievements” include creating 
something like an EU-wide criminal-justice system, he will gain 
a place in the Union's pantheon of “builders of Europe”. Aged 
44, and with a growing reputation for his political and legal 
nous, he could certainly have a long and influential career in 
Brussels. Yet it is a testimony to the enduring pull of the nation- 
state, even for builders of Europe, that many Vitorino-watchers 
think his ultimate ambitions lie back in Portugal. His old pal, 
Antonio Guterres, the Portuguese prime minister, is in some po- 
litical difficulty and may step aside at the next election. At that 
point little Mr Vitorino might just take another big step—back to 
Lisbon and into the prime-ministerial chair. = 
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Globalisation and its critics 





Globalisation is a great force for good. But neither governments nor 
businesses, Clive Crook argues, can be trusted to make the case 


UBLICATION of this survey had origi- 
nally been intended to coincide with 
the annual meetings of the World Bank 
and the International Monetary Fund, 
scheduled for September 29th-30th in 
Washington, DC. Those meetings, and the 
big anti-globalisation protests that had 
been planned to accompany them, were 
among the least significant casualties of 
the terrorist atrocities of September 11th. 
You might have thought that the anti- 
capitalist protesters, after contemplating 
those horrors and their aftermath, would 
be regretting more than just the loss of a 
venue for their marches. Many are, no 
doubt. But judging by the response of 
some of their leaders and many of the ac- 
tivists (if Internet chat rooms are any 
guide), grief is not always the prevailing 
mood. Some anti-globalists have found a 
kind of consolation, even a cause of sat- 
isfaction, in these terrible events—that of 
having been, as they see it, proved right. 
To its fiercest critics, globalisation, the 
march of international capitalism, is a 
force for oppression, exploitation and in- 
justice. The rage that drove the terrorists to 
commit their obscene crime was in part, it 
is argued, a response to that. At the very 
least, it is suggested, terrorism thrives on 
poverty—and international capitalism, the 
protesters say, thrives on poverty too. 


These may be extreme positions, but 
the minority that holds them is not tiny, by 
any means. Far more important, the anti- 
globalists have lately drawn tacit sup- 
port—if nothing else, a reluctance to con- 
demn-—from a broad range of public 
opinion. As a result, they have been, and 
are likely to remain, politically influential. 
At a time such as this, sorting through is- 
sues of political economy may seem very 
far removed from what matters. In one 
sense, itis. But when many in the West are 
contemplating their future with new fore- 
boding, it is important to understand why 
the sceptics are wrong; why economic 
integration is a force for good; and why 
globalisation, far from being the greatest 
cause of poverty, is its only feasible cure. 

Undeniably, popular support for that 
view is lacking. In the developed econo- 
mies, support for further trade liberalisa- 
tion is uncertain; in some countries, voters 
are downright hostile to it. Starting a new 
round of global trade talks this year will be 
a struggle, and seeing it through to a useful 
conclusion will be harder. The institutions 
that in most people's eyes represent the 
global economy—the 1mMF, the World Bank 
and the World Trade Organisation—are re- 
viled far more widely than they are ad- 
mired; the best they can expect from 


opinion at large is grudging acceptance. >» 


>» Governments, meanwhile, are accused of 
bowing down to business: globalisation 
leaves them no choice. Private capital 
moves across the planet unchecked. Wher- 
ever it goes, it bleeds democracy of content 
and puts “profits before people”. 

Who will speak up for international 
capitalism? Governments and businesses. 
What a pity that is. These supposed de- 
fenders of globalisation may do more to 
undermine support for it than the critics. 

Rich-country governments generally 
present economic integration to voters as 
an unfortunate but inescapable fact of life: 
as a constraint, that is, on their freedom of 
action. For the past ten years, this has been 
the favourite excuse of any government 
about to break an election promise. 

Multinational businesses, for their part, 
with their enlightened mission state- 
ments, progressive stakeholder strategies, 
flower-motif logos and 57-point pledges of 
“corporate social responsibility”, implic- 
itly say that they have a case to answer: 
capitalism without responsibility is bad. 
That sounds all right; the trouble is, when 
they start talking about how they will no 
longer put profits first, people (rightly) 
think they are lying. If, as these defenders 
of economies without borders lead you to 
conclude, global capitalism is a cause of 
democratic paralysis and a cloak for old- 
fashioned corporate venality, even instinc- 
tive liberals ought to side with the sceptics. 

With advocates like these on either side 
of the globalisation debate—dissembling 
governments and businesses in favour, an- 
gry and uncompromising protesters 
against-—it is natural that the general public 
stands firmly in support of neither. It has 
no deep commitment to international cap- 
italism, but it can see no plausible alterna- 
tive. Certainly, the protesters do not 
appear to be offering one. So people are 
mostly puzzled, anxious and suspicious. 
This climate of opinion is bad for democ- 
racy and bad for economic development. 

This survey offers a few suggestions for 
a more purposeful kind of discussion. It 
would be foolish to suppose that consen- 
sus will ever be possible. Some of the scep- 
tics are opposed not just to globalisation or 
even to the market economy but to the 
very idea of economic growth. That view 
has the virtue of coherence, at least, butitis 
unlikely in the foreseeable future to com- 
mand a large following. 

Nonetheless, in among all their weak 
arguments, dangerous good intentions 
and downright loony notions, the sceptics 
are hiding some important points. Clarify- 
ing what makes sense in the sceptics’ case, 


and exposing the mistaken or dishonest ar- 
guments that politicians and businessmen 
are putting up against them, may serve 
some purpose. And a clearer understand- 
ing of the arguments for globalisation, of 
the problems it solves as well as the pro- 
blems it creates, may help as well. 


Good old invisible hand 

The strongest case for globalisation is the 
liberal one. Itis almost never heard, least of 
all from governments or businessmen. In- 
ternational economic integration, on the 
liberal view, is what happens when tech- 
nology allows people to pursue their own 
goals and they are given the liberty to do 
so. If technology advances to the point 
where it supports trade across borders, and 
if people then choose to trade across bor- 
ders, you have integration, and because 
people have freely chosen it this is a good 
thing. Also, again because people have 
freely chosen this course, you would ex- 
pect there to be economic benefits as well. 

By and large, theory and practice con- 
firm that this is so. Adam Smith's invisible 
hand does its work. People choose what 
serves their own self-interest, each of them 
making that judgment for himself. The re- 
sult is that society as a whole prospers and 
advances—spontaneously, not by design 
of any person or government. 

All kinds of qualifications and elabora- 
tions are needed, obviously, to fill out the 
argument properly. This survey will offer 
some of them in due course. But it is essen- 
tial to understand one point from the out- 
set. The liberal case for globalisation is 
emphatically not the case for domestic or 
international laisser faire. Liberalism lays 





down no certainties about the require- 
ments of social justice in terms of income 
redistribution or the extent of the welfare 
state. It recognises that markets have their 
limits, for instance in tending to the supply 
of public goods (such as a clean environ- 
ment). A liberal outlook is consistent with 
support for a wide range of governmentin- 
terventions; indeed a liberal outlook de- 
mands many such interventions. 

But the starting point for all liberals is a 
presumption that, under ordinary circum- 
stances, the individual knows best what 
serves his interests and that the blending 
of these individual choices will produce 
socially good results. Two other things fol- 
low. The first is an initial scepticism, at 
least, about collective decision-making 
that overrides the individual kind. The 
other is a high regard for markets—not as a 
place where profits are made, it must be 
stressed, but as a place where society ad- 
vances in the common good. 

Why then are governments and busi- 
ness leaders rarely heard to put this case? 
Because for the most part they are notliber- 
als. Perhaps it goes with the job that politi- 
cians of left and right, traditional and 
modern, have an exaggerated view of their 
ability to improve on the spontaneous or- 
der of alightly governed society. 

It would be even more naive, and con- 
trary to all experience, to expect business 
itself to favour a liberal outlook. Busi- 
nesses are ultimately interested in one 
thing: profits. The business-bashing NGOs 
are right about that. If businesses think 
that treating their customers and staff well, 
or adopting a policy of “corporate social 
responsibility”, or using ecologically 
friendly stationery will add to their profits, 
they will do it. Otherwise, they will not. 

Does that make market capitalism 
wrong? On the contrary, the point of a lib- 
eral market economy is that it civilises the 
quest for profit, turning it, willy-nilly, into 
an engine of social progress. If firms have 
to compete with rivals for customers and 
workers, then they will indeed worry 
about their reputation for quality and fair 
dealing—even if they do not value those 
things in themselves. Competition will 
make them behave as if they did. 

Here, then, is where the anti-business 
NGOs get their argument completely up- 
side down-—with genuinely dangerous 
consequences for the causes, sometimes 
just, which they hope to advance. On the 
whole, stricter regulation of international 
business is not going to reduce profits: the 
costs will be passed along to consumers. 
And it is not going to diminish any com- » 





> pany’s interest in making profits. What it 
may well do, though, by disabling markets 
in their civilising role, is to give companies 
new opportunities to make even bigger 
profits at the expense of society at large. 
For example, suppose that in the re- 
morseless search for profit, multinationals 
pay sweatshop wages to their workers in 
developing countries. Regulation forcing 
them to pay higher wages is demanded. 
The biggest western firms concede there 
might be merit in the idea. But justice and 
efficiency require a level playing-field. The 
NGOs, the reformed multinationals and 
enlightened rich-country governments 
propose tough rules on third-world factory 
wages, backed up by trade barriers to keep 
out imports from countries that do not 
comply. Shoppers in the West pay more— 
but willingly, because they know it is ina 





good cause. The NGOs declare another vic- 
tory. The companies, having shafted their 
third-world competition and protected 
their domestic markets, count their bigger 
profits (higher wage costs notwithstand- 
ing). And the third-world workers dis- 
placed from locally owned factories 
explain to their children why the West's 
new deal for the victims of capitalism re- 
quires them to starve. 


If firms ruled the world 

A fashionable strand of scepticism argues 
that governments have surrendered their 
power to capitalism—that the world’s big- 
gest companies are nowadays more pow- 
erful than many of the world’s 
governments. Democracy is a sham. Pro- 
fits rule, not people. These claims are pat- 
ent nonsense. On the other hand, there is 


Profits over people 


HE liberty that makes economic inte- 

gration possible is desirable in itself. In 
addition, advocates of globalisation argue, 
integration is good for people in material 
terms—that is why free people choose it. 
Sceptics disagree on both points: globalisa- 
tion militates against liberty and democ- 
racy, they say, and while it makes some 
people who are already rich even richer, it 
does this by keeping the poor in poverty. 
After all, globalisation is merely capitalism 
writ large. A later chapter of this survey 
will deal with the implications of globali- 
sation for democracy. But first, is it true 
that globalisation harms the poor? 

In a narrow sense, the answer is yes: it 
does harm some of the poor. Free trade 
and foreign direct investment may take 
jobs from workers (including low-paid 
workers) in the advanced industrial econo- 


mies and give them to cheaper workers in 
poor countries. Thanks to the North Amer- 
ican Free-Trade Agreement (NAFTA), for 
instance, there are no tariffs or investment 
restrictions to stop an American manufac- 
turer closing an old factory in the United 
States and opening a new one in Mexico. 
Sceptics score this strategy as a double 
crime. The rich-country workers, who 
were probably on low wages by local stan- 
dards to begin with, are out of work. That 
increase in the local supply of labour 
drives down other wages. Meanwhile, the 
poor-country workers are drawn into jobs 
that exploit them. How do you know that 
the poor-country workers are being ex- 
ploited? Because they are being paid less, 
often much less, than their rich-country 
counterparts got before trade opened up— 
and in all likelihood they are working lon- 


no question that companies would run the 
world for profit if they could. What stops 
them is not governments, powerful as they 
may be, but markets. 

Governments have the power, all right, 
but they do not always exercise it wisely. 
They are unreliable servants of the public 
interest. Sometimes, out of conviction, 
politicians decide to help companies re- 
shape the world for private profit. Some- 
times, anti-market thinking may lead them 
to help big business by accident. And now 
and then, when companies just set out to 
buy the policies they want, they find in 
government a willing seller. On all this, 
presumably, the sceptics would agree. 

But they miss the next crucial step: lim- 
ited government is not worth buying. Mar- 
kets keep the spoils of corruption small. 
Government that intervenes left and right, 
prohibiting this and licensing that, creating 
surpluses and shortages—now that kind of 
government is worth a bit. That is why, es- 
pecially in developing countries with 
weak legal systems, taming capitalism by 
regulation or trade protection often proves 
such a hazardous endeavour. 

If NGOs succeeded in disabling mar- 
kets, as many of them say they would like 
to, the political consequences would be as 
dire as the economic ones. It is because the 
sceptics are right about some things that 
they are so wrong about the main thing. m 


Critics argue that globalisation 
hurts workers. Are they right? 


ger hours in shabbier premises as well. 
The only gain from this kind of trade, the 
indictment continues, accrues to the own- 
ers of the companies who have shifted 
their operations from low-wage factories 
in industrialised countries to poverty- 
wage factories in the south. 

Some of this is true. Trade displaces 
workers in the industrialised countries; 
other things equal, this will have some de- 
pressing effect on the wages of other work- 
ers; and pay and conditions in 
developing-country factories are likely to 
be worse than in their rich-country coun- 
terparts. But whereas the displaced rich- 
country workers are plainly worse off 
than they were before, the newly em- 
ployed poor-country workers are plainly 
better off. They must be, because they 
have chosen to take those jobs. 





> As for profits, yes, that is the spur for mov- 
ing production to a lower-wage area. But 
no company can expect to hang on to this 
windfall for long, because it will be com- 
peted away as other companies do the 
same thing and cut their prices. That low- 
ering of prices is crucial in understanding 
the broader benefits of the change. It is 
what makes consumers at large—including 
poor consumers—better off, raising real in- 
comes in the aggregate. 

What about the rich-country workers 
who are not displaced, but whose wages 
may nonetheless come under downward 
pressure? It is hard to generalise. On the 
one hand, their wages may fall, or fail to 
rise as quickly as they would have done 
otherwise; on the other, they benefit from 
lower prices along with everybody else. 
On balance, you would expect that some 
will lose, some will gain, and some will be 
about as well off as they were before. In de- 
veloping countries, the labour-market side 
of this process will tend to work in the 
other direction. The increase in demand 
for poor-country labour ought to push up 
wages even for workers who are not em- 
ployed in the new trade-related jobs. 

So capitalism-globalisation is not 
mainly concerned with shifting income 
from workers to investors, as the sceptics 
maintain. Rather, it makes some workers 
worse off while making others (including 
the poorest ones of all, to begin with) bet- 
ter off. And in the aggregate it makes con- 
sumers (that is, people with or without a 
job) better off as well. Altogether, given 
freer trade, both rich-country and poor- 
country living standards rise. That gives 
governments more to spend on welfare, 
education and other public services. 


Changing gear 

Note that all this counts only the so-called 
static gains from trade: the effects of a once- 
and-for-all shift in the pattern of produc- 
tion and consumption. Modern econom- 
ics also emphasises the importance of 
dynamic gains, arising especially from the 
economies of scale that freer trade makes 
possible. The aggregate long-term gain for 
rich and poor countries alike is likely to be 
far bigger than the simple arithmetic 
would suggest. 

Moreover, few displaced rich-country 
workers are likely to be permanently out 
of work. Most will move to other jobs. 
Also, new jobs will be created by the econ- 
omic opportunities that trade opens up. 
Overall, trade neither reduces the number 
of jobs in the economy nor increases them. 
In principle, there is no reason to expect 





employment or unemployment to be any 
higher or lower in an open economy than 
in a closed economy-—or, for that matter, in 
a rich economy as compared to a poor 
economy. Still, none of this is to deny that 
the displaced rich-country workers lose 
out: many, perhaps most, of those who 
find alternative work will be paid less than 
they were before. 

In thinking through the economic the- 
ory of liberal trade, it is helpful to draw a 
parallel with technological progress. Trade 
allows a country to shift its pattern of pro- 
duction in such a way that, after exporting 
those goods it does not want and import- 
ing those it does, it can consume more 
without there having been any increase in 
its available resources. Advancing technol- 
ogy allows a country to do something very 
similar: to make more with less. You can 
think of trade as a machine (with no run- 
ning costs or depreciation): goods you can 
make cheaply go in at one end, and goods 
that would cost you a lot more to make 
come out at the other. The logic of protec- 
tionism would demand that such a mirac- 
ulous machine be dismantled and the 
blueprint destroyed, in order to save jobs. 

No question, technological progress, 
just like trade, creates losers as well as win- 
ners. The Industrial Revolution involved 
hugely painful economic and social dislo- 
cations—though nearly everybody would 
now agree that the gains in human welfare 
were worth the cost. Even in far milder pe- 
riods of economic transformation, such as 
today’s, new machines and new methods 
make old skills obsolete. The Luddites un- 
derstood that, which made them more co- 
herent on the subject than some of today’s 
sceptics, who oppose integration but not 
technological progress. Logically, they 
should oppose both or neither. 

Politically, of course, it is essential to 
keep the two separate. Sceptics can expect 


to win popular support for the view that 
freer trade is harmful, but could never 
hope to gain broad backing for the idea 
that, so far as possible, technological pro- 
gress should be brought to a halt. Still, it 
might be better if the sceptics concentrated 
not on attacking trade as such, but on de- 
manding help for the workers who suffer 
as a result of economic progress, whether 
the cause is trade or technology. 


Winners and losers 

So much for the basic theory. What does 
the evidence say? For the moment, con- 
centrate on the prospects for workers in 
rich countries such as the United States 
(the next section will look in more detail at 
workers in poor countries). By and large, 
the evidence agrees with the theory— 
though things, as always, get more compli- 
cated the closer you look. 

A first qualification is that most out- 
ward foreign direct investment (FD1) from 
rich countries goes not to poor countries at 
all, but to other rich countries. In the late 
1990s, roughly 80% of the stock of Amer- 
ica’s outward FDI was in Canada, Japan 
and Western Europe, and nearly all of the 
rest was in middle-income developing 
countries such as Brazil, Mexico, Indonesia 
and Thailand. The poorest developing 
countries accounted for 1% of America’s 
outward FDI (see table 1). Capital is hardly 
flooding to the world’s poorest countries— 
more’s the pity, from their point of view. 

The notion that outward FDI reduces 
the demand for labour in the sending 
country and increases it in the receiving 
one needs to be revised as well. It was 
based on the assumption that when rich- 
country firms invest in poor countries, 
rich-country exports (and jobs) are re- 
placed by poor-country domestic produc- 
tion. In fact, evidence from the United 
States and other countries suggests that 
outward FDI does not displace exports, it 
creates them: FDI and exports are, in the 
jargon, net complements. This is because 
the affiliates of multinationals trade with 


each other. Figures for 1995 show that » 
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« >» America’s exports to its foreign-owned 


affiliates actually exceeded its imports 
from them (see table 2). 

Before FDI, the companies exported fin- 
ished goods. After Fp1, they ship, let us 
suppose, a mixture of finished goods and 
intermediate goods. The intermediate 
goods will be used to make finished goods 
in the Fpr-receiving country. The corre- 
sponding increase in exports of intermedi- 
ate goods outweighs the fall, if any, in 
exports of finished goods. Overall, then, 
exports from the Fpi-sending country rise. 
At the same time, the sending country’s 
imports rise as well, partly because the 
affiliate sells goods back to the sending 
country. Exports rise, which increases the 
demand for labour; and imports rise, 
which decreases the demand for labour. 

What does all this mean for the labour 
markets of the rich, rpi-sending coun- 
tries? Jobs are created in exporting indus- 
tries which will tend to be relatively 
high-paying, but overall employment will 
not rise, for reasons explained earlier. For 
every job created, another one some- 
where else will be destroyed. The jobs that 
go will tend to be in industries that com- 
pete with imports. On average, studies 
suggest, those jobs pay lower wages. 

On balance, then, you could say that 
the economy has gained: it now has more 
higher-paying jobs and fewer lower-pay- 
ing jobs. A policy which attempted to resist 
ashift like that would be difficult to defend 
on its merits. Unfortunately, though, the 


people getting the higher-paying jobs are 
not necessarily the ones who have lost the 
lower-paying jobs. Because of the boost to 
exports, the overall effect of outward FDI 
on jobs and wages in the sending country 
is more benign than the simple theory sug- 
gests—but some people still lose. 

Another implication of the shift in the 
demand for labour in the rich, Fp1-sending 
countries is a possible widening of income 
inequality. In a country such as the United 
States, the combined action of trade and 
capital flows is likely to raise the demand 
for relatively skilled labour and lower the 
demand for relatively unskilled labour. 
Some hitherto low-wage workers may suc- 
ceed in trading up to higher-paid jobs, but 
many others will be left behind in indus- 
tries where wages are falling. In this sce- 
nario, high and average wages may be 
rising, but wages at the bottom may be fall- 
ing—and that means greater inequality. 

You would expect to see a similar pat- 
tern in an economy that was undergoing 
rapid technological change. So in the Un- 
ited States, which fits that description bet- 
ter than most in the 1990s, you could say 
that economic integration may have 
added to the already powerful pressures 
that were acting to increase inequality. 
Since those same pressures were raising 
living standards in the aggregate—not just 
for the very rich—it would be a misleading 
summary, but nota false one. 


Explaining inequality 
Of these two unequalising forces, econ- 
omic integration and technological pro- 
gress, which is likely to be more powerful? 
If it were the latter, that would raise doubts 
over the sceptics’ focus on globalisation as 
the primary cause of social friction. The 
evidence suggests that technology is in- 
deed much the more powerful driver of in- 
equality. One study, by William Cline, 
estimated that technological change was 
perhaps five times more powerful in wid- 
ening inequality in America between 1973 
and 1993 than trade (including trade due to 
FDI), and that trade accounted for only 
around six percentage points of all the un- 
equalising forces at work during that per- 
iod. That is just one study, but it is not 
unrepresentative. The consensus is that 
integration has exerted a far milder influ- 
ence on wage inequality than technology. 
Mr Cline’s study in fact deserves a 
closer look. It found to begin with that the 
total increase in the ratio of skilled to un- 
skilled wages in the two decades to the 
early 1990s was 18%. This was the net re- 
sult of opposing influences. An increase in 








strative sources of increase in the ratio of 
skilled to unskilled wages in the United States 
1973-93, % 
A. Equalising forces 
to unskilled labour -40 
Trade: 7 
Outsourcing T 1 
Immigration e E SAS 2 
_ Falling minimum wage lS 
Deunionisation AE EEE AE SSA 4 
__Silbiased technological change a 
Other unexplained 29 
TOTAL 97 
C. Net effect 18 
Note: for unequatising forces must chained, 
“A” and “8” must be chained to calculate "C". 


Source: William R. Cline, Institute for International Economics 


the supply of skilled labour relative to the 
supply of unskilled labour acted to equal- 
ise wages, by making unskilled labour rel- 
atively scarce. By itself, this would have 
driven the wage ratio down by 40% (see ta- 
ble 3). But at the same time a variety of un- 
equalising forces pushed the ratio up by 
97%, resulting in the net increase of 18%. 
These unequalising forces included not 
just trade and technology, but also immi- 
gration, reductions in the real value of the 
minimum wage, and de-unionisation. 

Two things strike you about the num- 
bers. First, trade has been relatively un- 
important in widening income inequality. 
Second, this effect is overwhelmed notjust 
by technology but also by the main force 
operating in the opposite, equalising, di- 
rection: education and training. 

This means that globalisation sceptics 
are missing the point if they are worried 
mainly about the effect of integration on 
rich-country losers: trade is amuch smaller 
factor than technology. Some people in 
rich countries do lose out from the com- 
bination of trade and technology. The rem- 
edy lies with education and training, and 
with help in changing jobs. Spending in 
those areas, together perhaps with more 
generous and effective help for people 
forced to change jobs by economic growth, 
addresses the problem directly—and in a 
way that adds to society’s economic re- 
sources rather than subtracting from them, 
as efforts to hold back either technological 
progress or trade would do. m 





Grinding the poor 


OR the most part, it seems, workers in 

rich countries have little to fear from 
globalisation, and a lot to gain. But is the 
same thing true for workers in poor coun- 
tries? The answer is that they are even 
more likely than their rich-country coun- 
terparts to benefit, because they have less 
to lose and more to gain. 

Orthodox economics takes an optimis- 
tic line on integration and the developing 
countries. Openness to foreign trade and 
investment should encourage capital to 
flow to poor economies. In the developing 
world, capital is scarce, so the returns on in- 
vestment there should be higher than in 
the industrialised countries, where the 
best opportunities to make money by add- 
ing capital to labour have already been 
used up. If poor countries lower their bar- 
riers to trade and investment, the theory 
goes, rich foreigners will want to send over 
some of their capital. 

If this inflow of resources arrives in the 
form of loans or portfolio investment, it 
will supplement domestic savings and 
loosen the financial constraint on addi- 
tional investment by local companies. If it 
arrives in the form of new foreign-con- 
trolled operations, FDI, so much the better: 
this kind of capital brings technology and 
skills from abroad packaged along with it, 
with less financial risk as well. In either 
case, the addition to investment ought to 
push incomes up, partly by raising the de- 
mand for labour and partly by making la- 
bour more productive. 

This is why workers in Fp1-receiving 
countries should be in an even better posi- 
tion to profit from integration than work- 
ers in FDI-sending countries. Also, with or 
without inflows of foreign capital, the 
same static and dynamic gains from trade 
should apply in developing countries as in 
rich ones. This gains-from-trade logic often 
arouses suspicion, because the benefits 
seem to come from nowhere. Surely one 
side or the other must lose. Not so. The 
benefits that a rich country gets through 
trade do not come at the expense of its 
poor-country trading partners, or vice 
versa. Recall that according to the theory, 
trade is a positive-sum game. In all these 
transactions, both sides—exporters and 
importers, borrowers and lenders, share- 


holders and workers—can gain. 

What, if anything, might spoil the sim- 
ple theory and make things go awry? 
Plenty, say the sceptics. 

First, they argue, telling developing 
countries to grow through trade, rather 
than through building industries to serve 
domestic markets, involves a fallacy of 
composition. If all poor countries tried to 
do this simultaneously, the price of their 
exports would be driven down on world 
markets. The success of the East Asian ti- 
gers, the argument continues, owed much 
to the fact that so many other developing 





countries chose to discourage trade rather 
than promote it. This theory of “export 
pessimism” was influential with many de- 
veloping-country governments up until 
the 1980s, and seems to lie behind the 
thinking of many sceptics today. 

A second objection to the openness-is- 
good orthodoxy concerns not trade but 
FDI. The standard thinking assumes that 
foreign capital pays for investment that 
makes economic sense—the kind that will 
foster development. Experience shows 
that this is often not so. For one reason or 


Sceptics charge that 


globalisation especially hurts 


poor workers in the developing 
countries. It does not 


another, the inflow of capital may produce 
little or nothing of value, sometimes less 
than nothing. The money may be wasted 
or stolen. If it was borrowed, all there will 
be to show for it is an insupportable debt 
to foreigners. Far from merely failing to ad- 
vance development, this kind of financial 
integration sets it back. 

Third, the sceptics point out, workers in 
developing countries lack the rights, legal 
protections and union representation en- 
joyed by their counterparts in rich coun- 
tries. This is why, in the eyes of the 
multinationals, hiring them makes such 
good sense. Lacking in bargaining power, 
workers do not benefit as they should from 
an increase in the demand for labour. 
Their wages do not go up. They may have 
no choice but to work in sweatshops, suf- 
fering unhealthy or dangerous conditions, 
excessive hours or even physical abuse. In 
the worst cases, children as well as adults 
are the victims. 


Is trade good for growth? 

All this seems very complicated. Can the 
doubters be answered simply by measur- 
ing the overall effect of openness on econ- 
omic growth? Some economists think so, 
and have produced a variety of much- 
quoted econometric studies apparently 
confirming that trade promotes develop- 
ment. Studies by Jeffrey Sachs and An- 
drew Warner at Harvard, by David Dollar 
and Aart Kraay of the World Bank, and by 
Jeffrey Frankel of Harvard and David 
Romer of Berkeley, are among the most fre- 
quently cited. Studies such as these are 
enough to convince most economists that 
trade does indeed promote growth. But 
they cannot be said to settle the matter. If 
the application of econometrics to other 
big, complicated questions in economics is 
any guide, they probably never will: the 
precise economic linkages that underlie 
the correlations may always be too diffi- 
cult to uncover. 

This is why a good number of econo- 
mists, including some of the most distin- 
guished advocates of liberal trade, are 
unpersuaded by this kind of work. For ev- 
ery regression “proving” that trade pro- 
motes growth, it is too easy to tweak a 


choice of variable here and a period of » 
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> analysis there to “prove” that it does not. 
Among the sceptics, Dani Rodrik has led 
the assault on the pro-trade regression 
studies. But economists such as Jagdish 
Bhagwati and T.N. Srinivasan, both cele- 
brated advocates of trade liberalisation, 
are also pretty scathing about the regres- 
sion evidence. 

Look elsewhere, though, and there is 
no lack of additional evidence, albeit of a 
more variegated and less easily summar- 
ised sort, that trade promotes develop- 
ment. Of the three criticisms just stated of 
the orthodox preference for liberal trade, 
the first and most influential down the 
years has been the “export pessimism” ar- 
gument—the idea that liberalising trade 
will be self-defeating if too many develop- 
ing countries try to do it simultaneously. 
What does the evidence say about that? 


Pessimism confounded 

It does not say that the claim is nonsense. 
History shows that the prediction of per- 
sistently falling export prices has proved 
correct for some commodity exporters: de- 
mand for some commodities has failed to 
keep pace with growth in global incomes. 
And nobody will ever know what would 
have happened over the past few decades 
if all the developing countries had pro- 
moted trade more vigorously, because 
they didn’t. But there are good practical 
reasons to regard the pessimism argument, 
as applied to poor-country exports in gen- 
eral, as wrong. 

The developing countries as a group 
may be enormous in terms of geography 
and population, but in economic terms 
they are small. Taken together, the exports 
of all the world’s poor and middle-income 
countries (including comparative giants 
such as China, India, Brazil and Mexico, 
big oil exporters such as Saudi Arabia, and 
large-scale manufacturers such as South 
Korea, Taiwan and Malaysia) represent 
only about 5% of global output. This is an 
amount roughly equivalent to the GDP of 
Britain. Even if growth in the global de- 
mand for imports were somehow capped, 
a concerted export drive by those parts of 
the developing world not already engaged 
in the effort would put no great strain on 
the global trading system. 

In any event, though, the demand for 
imports is not capped. In effect, export pes- 
simism involves a fallacy of its own—a 
“lump-of-trade” fallacy, akin to the idea of 
a “lump of labour” (whereby a growing 
population is taken to imply an ever-rising 
rate of unemployment, there being only so 
many jobs to go round). The overall 





growth of trade, and the kinds of product 
that any particular country may buy or 
sell, are not pre-ordained. As Mr Bhagwati 
and Mr Srinivasan argued in a recent re- 
view of the connections between trade 
and development, forecasts of the poor 
countries’ potential to expand their ex- 
ports have usually been too low, partly be- 
cause forecasters concentrate on existing 
exports and neglect new ones, some of 
which may be completely unforeseen. Un- 
expected shifts in the pattern of output 
have often proved very important. 
Pessimists also make too little of the 
scope for intra-industry specialisation in 
trade, which gives developing countries a 
further set of new opportunities. The same 
goes for new trade among developing 
countries, as opposed to trade with the 
rich world. Often, as developing countries 
grow, they move away from labour-inten- 
sive manufactures to more sophisticated 
kinds of production: this makes room in 
the markets they previously served for 
goods from countries that are not yet so ad- 


vanced. For example, in the 1970s, Japan 
withdrew from labour-intensive manufac- 
turing, making way for exports from the 
East Asian tigers. In the 1980s and 1990s, 
the tigers did the same, as China began 
moving into those markets. And as de- 
veloping countries grow by exporting, 
their own demand for imports rises. 

It is one thing to argue that relying on 
trade is likely to be self-defeating, as the ex- 
port pessimists claim; it is another to say 
that trade actually succeeds in promoting 
growth. The most persuasive evidence 
that it does lies in the contrasting experi- 
ences from the 1950s onwards of the East 
Asian tigers, on one side, and the countries 
that chose to discourage trade and pursue 
“import-substituting _industrialisation” 
(1s1) on the other, such as India, much of 
Latin America and much of Africa. 

Years ago, in an overlapping series of re- 
search projects, great effort went into 
examining the developing countries’ ex- 
perience with trade policy during the 
1950s, 60s and early 70s. This period saw 
lasting surges of growth without prece- 
dent in history. At the outset, South Korea, 
for instance, was a poor country, with an 
income per head in 1955 of around $400 
(in today’s prices), and such poor econ- 
omic prospects that American officials pre- 
dicted abject and indefinite dependence 
on aid. Within a single generation it be- 
came a mighty exporter and world-rank- 
ing industrial power. 

Examining the record up to the 1970s, 
and the experience of development else- 
where in East Asia and other poor regions 
of the world, economists at the OECD, the 
World Bank and America’s National Bu- 
reau of Economic Research came to see the 
crucial importance of “outward orienta- 
tion”—that is, of the link between trade 
and growth. The finding held across a 
range of countries, regardless of differ- 
ences in particular policies, institutions 
and political conditions, all of which va- 
ried widely. An unusually impressive 
body of evidence and analysis discredited 
the isı orthodoxy and replaced it with a 
new one, emphasising trade. 


The trouble with ISI 

What was wrong with 1s1, according to 
these researchers? In principle, nothing 
much; the problems arose over how it 
worked in practice. The whole idea of 1s! 
was to drive a wedge between world 
prices and domestic prices, so as to create a 
bias in favour of producing for the home 
market and therefore a bias against pro- 


ducing for the export market. In principle, » 


> this bias could be modest and uniform; in 
practice, 1s1 often produced an anti-export 
bias both severe and wildly variable be- 
tween industries. Managing the price-rig- 
ging apparatus proved too much for the 
governments that were attempting it: the 
policy produced inadvertently large and 
complex distortions in the pattern of pro- 
duction that often became self-perpetuat- 
ing and even self-reinforcing. Once 
investment had been sunk in activities 
that were profitable only because of tariffs 
and quotas, any attempt to remove those 
restrictions was strongly resisted. 

Isı also often had an even more perni- 
cious consequence: corruption. The more 
protected the economy, the greater the 
gains to be had from illicit activity such as 
smuggling. The bigger the economic dis- 
tortions, the bigger the incentive to bribe 
the government to tweak the rules and tilt 
the corresponding pattern of surpluses 
and shortages. Corruption and controls go 
hand in hand. ts1 is not the only instance 
of this rule in the developing countries, 
but it has proved especially susceptible to 
shady practices. 

Today, developing-country govern- 
ments are constantly, and rightly, urged to 
battle corruption and establish the rule of 
law. This has become a cliché that all sides 
in the development debate can agree on. 
But defeating corruption in an economy 
with pervasive market-suppressing con- 
trols, where the rewards to illegality are so 
high, is extraordinarily hard. This is a con- 
nection that people who favour closed or 
restricted markets prefer to ignore. Limited 
government, to be sure, is not necessarily 
clean; but unlimited government, history 
suggests, never is. 


Remember, remember 

On the whole, tsi failed; almost every- 
where, trade has been good for growth. 
The trouble is, this verdict was handed 
down too long ago. Economists are notori- 
ously ignorant of even recent economic 
history. The lessons about what world 
markets did for the tigers in the space of 
few decades, and the missed opportuni- 
ties of, say, India (which was well placed 
to achieve as much), have already been for- 
gotten by many. The East Asian financial 
crisis of 1997-98 also helped to erase what- 
ever lessons had been learned. And yet the 
prosperity of East Asia today, crisis and 
continuing difficulties notwithstanding, 
bears no comparison with the economic 
position of India, or Pakistan, or any of the 
other countries that separated themselves 
for so much longer from the international 


economy. 

By and large, though, the governments 
of many developing countries continue to 
be guided by the open-market orthodoxy 
that has prevailed since the 1980s. Many 
want to promote trade in particular and 
engagement with the world economy in 
general. Even some sceptics might agree 
that trade is good for growth—but they 
would add that growth is not necessarily 
good for poor workers. In fact, it is likely to 
be bad for the poor, they argue, if the 
growth in question has been promoted by 
trade or foreign capital. 

Capital inflows, they say, make econo- 
mies less stable, exposing workers to the 
risk of financial crisis and to the attentions 
of western banks and the International 
Monetary Fund. Also, they argue, growth 
thatis driven by trade or by FDI gives west- 
ern multinationals a leading role in third- 





world development. That is bad, because 
western multinationals are not interested 
in development at all, only in making big- 
ger profits by ensuring that the poor stay 
poor. The proof of this, say sceptics, lies in 
the evidence that economic inequality in- 
creases even as developing countries (and 
rich countries, for that matter) increase 
their national income, and in the multina- 
tionals’ direct or indirect use of third- 
world sweatshops. So if workers’ welfare 
is your main concern, the fact that trade 
promotes growth, even if true, is beside 
the point. 

Yet there is solid evidence that growth 
helps the poor. Developing countries that 
have achieved sustained and rapid 
growth, as in East Asia, have made remark- 
able progress in reducing poverty. And the 





countries where widespread poverty per- 
sists, or is worsening, are those where 
growth is weakest, notably in Africa. Al- 
though economic policy can make a big 
difference to the extent of poverty, in the 
long run growth is much more important. 

It is sometimes claimed that growth is 
less effective in raising the incomes of the 
poor in developing countries than in rich 
countries. This is a fallacy. A recent study 
confirms that, in 80 countries across the 
world over the past 40 years, the incomes 
of the poor have risen one for one with 
overall growth (see chart 4). 

If all this is true, why does global in- 
come inequality seem to be widening? 
First, the evidence is not at all clear-cut. 
Much depends on how you make your 
comparisons. An overall comparison of 
country aggregates—comparing rich coun- 
tries with poor countries—is generally 
more encouraging than a comparison of 
the richest 10% of people in the world with 
the poorest 10%. In 1975, America’s income 
per head was 19 times bigger than China’s 
($16,000 against $850); by 1995, the ratio 
had fallen to six ($23,000 against $3,700). 
On the other hand itis true that Africa’s in- 
come per head is rising more slowly than 
America’s: as a result, their income-gap ra- 
tio has increased, from 12 in 1975 to 19 in 
1995. But it would be odd to blame global- 
isation for holding Africa back. Africa has 
been left out of the global economy, partly 
because its governments used to prefer it 
that way. China has embraced the global 
economy with a vengeance—and see how 
well it has done. 


Better than nothing 
Statistical difficulties aside, suppose it 
were true that global inequality is increas- 
ing. Would that be a terrible indictment of 
globalisation, as sceptics seem to suppose? 
Perhaps not. It would be disturbing, and 
extremely surprising, if poor countries en- 
gaged in globalisation were failing to catch 
up—but they aren’t, as China and many 
other avid globalisers show. It would also 
be disturbing if inequality across the 
world as a whole were rising because the 
incomes of the poorest were falling in ab- 
solute terms, rather than merely in relative 
terms—but this is extremely rare. Even in 
Africa, which is doing so badly in relative 
terms, incomes have been rising and 
broader measures of development have 
been getting better. It may be too little, but 
it is not nothing, merely because other 
countries have been doing better. 

The sceptics are right to be disturbed by 
sweatshops, child labour, bonded labour » 





> and the other gross abuses that go on in 
many poor countries (and in the darkest 
corners of rich ones, too). But what makes 
people vulnerable to these practices is 
poverty. It is essential to ask if remedial 
measures proposed will reduce poverty: 
otherwise, in attacking the symptoms of 
the problem, you may be strengthening 
their underlying cause. It is one thing for 
the sceptics to insist, for instance, that child 
labour be prohibited; it is quite another to 
ensure that the children concerned go to 
school instead, rather than being driven to 
scrape a living in even crueller conditions. 

The barriers to trade that many sceptics 
call for seem calculated to make these pro- 
blems worse. Some sceptics want, in effect, 
to punish every export worker in India for 
the persistence of child labour in parts of 
the Indian economy. This seems morally 
indefensible as well as counter-productive 
in economic terms. The same goes for the 
campaign to hobble the multinationals. 
The more thoroughly these companies 
penetrate the markets of the third world, 
the faster they introduce their capital and 
working practices, the sooner poverty will 
retreat and the harder it will be for such 
abuses to persist. 

This is not to deny that the multination- 
als are in it for the money—and will strive 
to hire labour as cheaply as they can. But 
this does not appear to be a problem for 
the workers who compete to take those 
jobs. People who go to work for a foreign- 
owned company do so because they 
prefer it to the alternative, whatever that 
may be. In their own judgment, the new 
jobs make them better off. 

But suppose for the moment that the 
sceptics are right, and that these workers, 
notwithstanding their own preferences, 
are victims of exploitation. One possibility 
would be to encourage foreign firms to pay 
higher wages in the third world. Another 
course, favoured by many sceptics, is to 
discourage multinationals from operating 
in the third world at all. But if the aim is to 
help the developing-country workers, this 
second strategy is surely wrong. If multi- 
nationals stopped hiring in the third 
world, the workers concerned would, on 
their own estimation, become worse off. 

Compared with demands that the mul- 
tinationals stay out of the third world alto- 
gether, the idea of merely shaming them 
into paying their workers higher wages 
seems a model of logic and compassion. 
Still, even this apparently harmless plan 
needs to be handled cautiously. 

The question is, how much more is 
enough? At one extreme, you could argue 
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that if a multinational company hires 
workers in developing countries for less 
than it pays their rich-country counter- 
parts, it is guilty of exploitation. But to in- 
sist on parity would be tantamount to 
putting a stop to direct investment in the 
third world. By and large, workers in de- 
veloping countries are paid less than 
workers in rich countries because they are 
less productive: those workers are attrac- 
tive to rich-country firms, despite their 
lower productivity, because they are 
cheap. If you were to eliminate that offset- 
ting advantage, you would make them un- 
employable. 

Of course you could argue that decency 
merely requires multinationals to pay 
wages that are “fair”, even if not on a par 
with wages in the industrial countries. 
Any mandatory increase in wages runs the 
risk of reducing the number of jobs 
created, but you could reply that the im- 
provement in welfare for those who get the 
higher pay, so long as the mandated in- 
crease was moderate and feasible, would 
outweigh that drawback. Even then, how- 
ever, two difficult questions would still 
need to be answered. Whatis a “fair” wage, 
and who is to decide? 


What fairness requires 

A “fair” wage can be deduced, you might 
argue, from economic principles: if work- 
ers are paid a wage that is less than their 
marginal productivity, you could say they 
are being exploited. Some sceptics regard it 
as obvious that third-world workers are 
being paid less than this. Their reasoning is 
that such workers are about as productive 
as their rich-country counterparts, and yet 
are paid only a small fraction of what rich- 
country workers receive. Yet there is clear 
evidence that third-world workers are not 
as productive as rich-country workers. Of- 
ten they are working with less advanced 
machinery; and their productivity also de- 
pends on the surrounding economic infra- 
structure. More tellingly, though, if 
poor-country workers were being paid 
less than their marginal productivity, firms 
could raise their profits by hiring more of 


~ a S : 
r 3 zaJ aa > ? 
by Fe Cl ee . 
DE AWS AN RT TE, CINN E 
` 3 


age 

a 

were Rog ye 
g A ~~ as mea h 
s “ = 28; EN p) 

Woe 
-y 
< 


L 
T A à Ip É 
Ay Sap ere PRE ; EITE 
l 4 


4 vF 
ile 
Le n 


dy, 


them in order to increase output. Sceptics 
should not need reminding that compa- 
nies always prefer more profit to less. 

Productivity aside, should “good prac- 
tice” require, at least, that multinationals 

ay their poor-country employees more 
than other local workers? Not necessarily. 
To hire the workers they need, they may 
not have to offer a premium over local 
wages if they can provide other advan- 
tages. In any case, lack of a premium need 
not imply that they are failing to raise liv- 
ing standards. By entering the local labour 
market and adding to the total demand for 
labour, the multinationals would most 
likely be raising wages for all workers, not 
just those they hire. 

In fact, though, the evidence suggests 
that multinationals do pay a wage pre- 
mium-—a reflection, presumably, of efforts 
to recruit relatively skilled workers. Table 5 
shows that the wages paid by foreign affili- 
ates to poor-country workers are about 
double the local manufacturing wage; 
wages paid by affiliates to workers in mid- 
dle-income countries are about 1.8 times 
the local manufacturing wage (both cal- 
culations exclude wages paid to the firms’ 
expatriate employees). The numbers come 
from calculations by Edward Graham at 
the Institute for International Economics. 
Mr Graham cites other research which 
shows that wages in Mexico are highest 
near the border with the United States, 
where the operations of American-con- 
trolled firms are concentrated. Separate 
studies on Mexico, Venezuela, China and 
Indonesia have all found that foreign in- 
vestors pay their local workers signifi- 
cantly better than other local employers. 

Despite all this, you might still claim 
that the workers are not being paid a “fair” 
wage. But in the end, who is to make this 
judgment? The sceptics distrust govern- 
ments, politicians, international bureau- 
crats and markets alike. So they end up 
appointing themselves as judges, overrul- 
ing not just governments and markets but 
also the voluntary preferences of the 
workers most directly concerned. That 
seems a great deal to take on. m 
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ONOMISTS are often accused of greet- 

ing some item of news with the ob- 

servation, “That may be so in practice, but 

is it true in theory?” Sceptics too seem 

much more interested in superficially 

plausible theories about the diminishing 
power of the state than in the plain facts. 

In practice, though perhaps not in the- 
ory, governments around the world on av- 
erage are now collecting slightly more in 
taxes—not just in absolute terms, but as a 
proportion of their bigger economies— 
than they did ten years ago. This is true of 
the G7 countries, and of the smaller OECD 
economies as well (see chart 6). The depre- 
dations of rampant capitalists on the over- 
all ability of governments to gather 
income and do good works are therefore 
invisible. These findings are so strange in 
theory that many economic analysts have 
decided not to believe them. 

Tax burdens vary a lot from country to 
country—something else which is wrong 
in theory. Despite the variations, govern- 
ments in all the advanced economies are 
well provided for. The United States is in- 
voked by some European anti-globalists as 
the land of naked capitalism, the nadir of 
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“private affluence and public squalor” to 
which other countries are being driven 
down. Well, its government collected a lit- 
tle over 30% of GDP in taxes last year: an 
average of some $30,000 per household, 
adding up to roughly $3 trillion. This is a 
somewhat larger figure than the national 
income of Germany, and it goes a long 
way if spent wisely. 

At the other extreme is Sweden, despite 
its celebrated taxpayer revolt of the early 
1990s. Last year its taxes came to 57% of 
GDP, a savage reduction of three percent- 
age points since 1990. Next comes Den- 
mark, on 53%, fractionally higher than in 
1990. And here’s a funny thing. Sweden 
and Denmark are among the most open 
economies in the world, far more open 
than the United States. Denmark’s ratio of 
imports to national income is 33%, com- 
pared with America’s 14%. And in com- 
mon with other advanced economies, 
neither of these Scandinavian countries 
has capital controls to keep investment 
penned in. 

Harvard's Dani Rodrik, one of the more 
careful and persuasive globalisation scep- 
tics, has written: “Globalisation has made 
it exceedingly difficult for government to 
provide social insurance...At present, in- 
ternational economic integration is taking 
place against the background of receding 
governments and diminished social ob- 
ligations. The welfare state has been under 
attack for two decades.” Sweden, admit- 
tedly, is reeling, its government now able 
to collect only 57% of GDP in tax. But 
plucky Denmark is resisting these attacks 
well, and so is most of the rest of Europe. 


Money isn’t everything 

Even if taxes were falling precipitously, it 
would be absurd to claim, as many global- 
isation sceptics do, that companies are 
nowadays more powerful than govern- 
ments. It is routine to be told, as in “The Si- 
lent Takeover”, a new book by a 
Cambridge University academic, Noreena 
Hertz, things like this: “51 of the 100 biggest 
economies in the world are now corpora- 
tions.” Quite what that implies is never ex- 
plained: readers are invited to draw their 
own conclusion about the relative power 
of governments and companies. 


ee 


Before you even think about whether it 
makes sense to weigh corporate power 
against state power, you can see that this 
particular comparison, which measures 
the size of companies by their sales, is bo- 
gus. National income is a measure of value 
added. It cannot be compared with a com- 
pany’s sales (equal to value added plus the 
cost of inputs). But even if that tiresome, 
endlessly repeated error were corrected, 
there would be no sense in comparing 
companies with governments in terms of 
their power over people. 

The power of even the biggest compa- 
nies is nothing compared with that of gov- 
ernments—no matter how small or poor 
the country concerned. The value added 
of Microsoft is a little over $20 billion a 
year, about the same as the national in- 
come of Uruguay. Does this make it re- 
motely plausible that Bill Gates has more 
sway over the people of Uruguay than 
their government does? Or take Luxem- 
bourg—another small economy with, pre- 
sumably, a correspondingly feeble state. 
Can Microsoft tax the citizens of Luxem- 
bourg (whose government collected 45% 
of GDP from them last year), conscript 
them if it has a mind to, arrest and im- 
prison them for behaviour it disapproves 
of, or deploy physical force against them at 
will? No, not even using Windows xp. 

But those are specious comparisons, 
you might reply. Of course Bill Gates is less 
powerful than the government of Uru- 
guay in Uruguay, but Mr Gates exercises 
his power, such as it is, globally. Well then, 
where, exactly, is Mr Gates supposed to be 
as powerful in relation to the government 
as the alarming comparison between 
value added and national income implies? 
And if Bill Gates does not have this enor- 
mous power in any particular country or 
countries, he does not have it at all. In 
other words, the power that Mr Gates exer- 
cises globally is over Microsoft. Every gov- 
ernment he ever meets is more powerful 
than he is in relation to its own citizens. 

In a war between two countries, na- 
tional income is relevant as a measure of 
available resources. If companies raised 
armies and fought wars, their wealth 
would count for something. But they 
don't, and couldn't: they lack the power. >> 





> Big companies do have political influence. 
They have the money to lobby politicians 
and, in many countries, to corrupt them. 
Even so, the idea that companies have 
powers over citizens remotely as great as 
those of governments—no matter how big 
the company, no matter how small or poor 
the country—is fatuous. Yet it is never so 
much as questioned by anti-globalists. 

Any power to tax, however limited, 
gives a country more political clout than 
Microsoft or General Electric could dream 
of. But how can a small, exceptionally 
open economy such as Denmark manage 
to collect more than 50% of GDP in taxes, in 
utter defiance of the logic of global capital- 
ism? The answer seems inescapable: Den- 
mark no longer exists, and questions are 
starting to be asked about the existence of 
many other European countries. At least, 
that is how it looks in theory; in practice, 
the theory needs to be looked at again. 


The limits of government 

The alleged squeeze on government arises 
from the fact that, in a world of integrated 
economies, again in Mr Rodrik’s words, 
“owners of capital, highly skilled workers, 
and many professionals...are free to take 
their resources where they are most in de- 
mand.” The people Mr Rodrik refers to 
have high incomes. Through the taxes they 
pay, they make an indispensable contribu- 
tion to the public finances. If economic 
integration allows capital and skills to mi- 
grate to low-tax jurisdictions, the tax base 
will shrink. Governments will find them- 
selves unable to finance social pro- 
grammes, safety nets or redistribution of 
income. Anticipating this flight of capital 
and skills, governments have to cut taxes 
and dismantle the welfare state before the 
migration gets under way. Markets tri- 
umph over democracy. 

That is the theory. Experience largely 
refutes it, but it is not entirely wrong. In a 
variety of ways, economic integration 
does put limits on what governments can 
do. However, some of those constraints 
are eminently desirable. Integration 
makes it harder to be a tyrant. Govern- 
ments have been known to oppress their 
subjects. Oppression is more difficult with 
open borders: people can leave and take 
their savings with them. In such cases, 
global markets are plainly an ally of hu- 
man rights. 

The affinity of totalitarianism and 
economic isolation was obvious in the 
case of the Soviet Union and communist 
Eastern Europe; it is still plain today in the 
case of North Korea, say. But democracies 


are capable of oppression too. It would 
therefore be wrong to conclude that inte- 
gration is undesirable merely because it 
limits the power of government, even if 
the government concerned is democratic. 
One needs to recognise that some con- 
straints on democracy are desirable, and 
then to ask whether the constraints im- 
posed by markets are too tight. 

These issues are rarely, if ever, ad- 
dressed by the critics of globalisation: it is 
simpler to deplore the notion of “profits 
before people”. The sceptics either insist, 
or regard it as too obvious even to men- 
tion, that the will of the people, democrati- 
cally expressed, must always prevail. This 
is amazingly naive. Even the most elemen- 
tary account of democracy recognises the 
need for checks and balances, including 
curbs on the majoritarian “will of the peo- 
ple”. Failing those, democracies are capa- 
ble of tyranny over minorities. 

The sceptics are terribly keen on “the 
people”. Yet the idea that citizens are not 
individuals with different goals and prefer- 
ences, but an undifferentiated body with 
agreed common interests, defined in oppo- 
sition to other monolithic interests such as 
“business” or “foreigners”, is not just shal- 
low populism, it is proto-fascism. It is self- 
contradictory, as well. The sceptics would 
not hesitate to call for “the people” to be 
overruled if, for instance, they voted for 
policies that violated human rights, or 
speeded the extermination of endangered 
species, or offended against other values 
the sceptics regard as more fundamental 
than honouring the will of the majority. 

The possibility that people might leave 
is not the only curb that economic integra- 





tion puts on government. The global flow 
of information, a by-product of the inte- 
gration of markets, also works to that ef- 
fect. It lets attention be drawn to abuses of 
all kinds: of people especially, but also of 
the environment or of other things that the 
sceptics want to protect. Undeniably, it 
also fosters a broader kind of policy com- 
petition among governments. This works 
not through the sort of mechanical market 
arbitrage that would drive down taxes re- 
gardless of what citizens might want, but 
through informing voters about alterna- 
tives, thus making them more demanding. 

The fashion for economic liberalisation 
in recent years owes something to the re- 
markable success of the American econ- 
omy during the 1990s: a success which, 
thanks to globalisation, has been seen and 
reflected upon all over the world. Growing 
knowledge about the West helped precip- 
itate the liberation of Eastern Europe. But 
information of this kind need not always 
favour the market. For instance, the failure 
of the American government to extend ad- 
equate health care to all its citizens has 
been noticed as well, and voters in coun- 
tries with universal publicly financed 
health-care systems do not, on the whole, 
want to copy this particular model. The 
global flow of knowledge creates, among 
other things, better-informed voters, and 
therefore acts as a curb on government 
power. This does nothing but good. 

The anti-globalists themselves, some- 
what self-contradictorily, use the informa- 
tion-spreading aspect of globalisation to 
great effect. Organising a worldwide prot- 
est movement would be much harder 


without the World Wide Web, but the web >> 





> itself is merely one dimension of globali- 
sation. The economic integration that 
sceptics disapprove of is in many ways 
necessary for effective resistance to the 
more specific things they object to—not all 
of which, by any means, are themselves 
the products of globalisation. 

Still, all this is to acknowledge that 
economic integration does limit the power 
of government, including democratic gov- 
ernment. The question is whether it limits 
it too much, or in undesirable ways. So far 
as far public spending is concerned, the an- 
swer seems clear. Given that even in condi- 
tions of economic integration people are 
willing to tolerate tax burdens approach- 
ing 60% of Gpp, and that tax burdens of 
between 40% and 55% of GDP are routine 
in industrial economies other than the Un- 
ited States, the limits are plainly not that 
tight. These figures say that democracy has 
plenty of room for manoeuvre. 


The mystery of the missing tax cut 

One puzzle remains: why are taxes not 
coming down? There are several answers. 
One is that international integration is far 
from complete, and is likely to remain so. 
Technology has caused distance to shrink, 
but not to disappear. National borders still 
matter as well, even more than mere dis- 
tance, and far more than all the interest in 
globalisation might lead you to expect. For 
all but the smallest economies, trade and 
investment are still disproportionately in- 
tranational rather than international. Es- 
pecially in the developed world, borders 
still count not so much because of overt 
protectionist barriers, but because coun- 
tries remain jurisdictionally and adminis- 
tratively distinct. This is not likely to 
change in the foreseeable future. 

For instance, if a supplier defaults on a 
contract to sell you something, it is much 
easier to get legal redress if your seller is in 
the same country (and subject to the same 
legal authority) than it would be if youhad 
to sue in a foreign court. Because of these 
difficulties in contracting, trading across 
borders still calls for much more trust be- 
tween buyers and sellers than trading 
within borders—so much so as to rule out 
many transactions. This remains true even 
in systems such as the European Union’s, 
where heroic efforts have been made to 
overcome inadvertent obstacles to trade, 
suggesting that they will prove even more 
durable everywhere else. 

You would expect the international 
mobility of capital to be especially high, 
given that the costs of physical transport- 
ing the stuff are virtually zero, yet it is sur- 


prising just how relatively immobile even 
capital remains. In the aggregate, the flow 
of capital into or out of any given country 
can be thought of as balancing that coun- 
try’s saving and investment. If the country 
invests more than it saves (that is, if it runs 
a current-account deficit), capital flows in; 
if it saves more than itinvests (a current-ac- 
count surplus), the country must lend capi- 
tal to the rest of the world. Perfect capital 
mobility would imply that, country by 
country, national saving and investment 
would move freely in relation to each 
other. Very large inflows or outflows of 
capital in relation to national income 
would be the order of the day. In fact they 
are not. Nowadays, a surplus or deficit of 
just a few percentage points of GDP is re- 
garded as big. 

Still, capital is much more mobile than 
labour—and mobile enough, to be sure, to 
have given rise to some tax competition 
among governments. So far this compe- 
tition has affected the structure of tax codes 
rather than overall tax burdens; total yields 
have been unaffected. In an effort to attract 
inflows of capital, and especially inflows 
of foreign direct investment, governments 
have been lowering their tax rates for cor- 
porate income and raising them for per- 
sonal income, or relying more on a variety 
of indirect taxes, or both (see chart 7). But it 
is easy to exaggerate the extent even of this 
structural shift, never mind the effect on to- 
tal taxation. This is because taxes on cor- 
porate income were small to begin with, so 
not much was at stake. In fact, heavy reli- 
ance on corporate taxes is bad policy even 
in a closed economy. Indeed, in a closed 
economy, you can make a respectable case 














on efficiency grounds for excluding cor- 
porate income from taxes altogether. 

Taxes On company profits, the argu- 
ment goes, are taxes on shareholders’ in- 
come—ultimately, that is, taxes on a 
particular category of personal income. In 
the end, although it is politically conve- 
nient to pretend otherwise, “the people” 
pay all the taxes: companies are mere inter- 
mediaries. There is no reason to tax the in- 
come people receive as shareholders any 
differently from the income they receive as 
owners of bank deposits or as workers. In 
a closed economy, you might as well abol- 
ish the corporate-income tax and instead 
tax profits when they turn up as dividends 
in the incomes of individual taxpayers: it is 
simpler, and it is less likely to affect invest- 
ment decisions in unintended ways. 

In an open economy, however, com- 
pany ownership is to some extent in the 
hand of foreigners, not just the citizens of 
the country where the company is based. 
This makes it more tempting to tax cor- 
porate income, because this allows the 
government to bring foreigners within the 
scope of its tax base. Seen this way, it is 
odd to blame globalisation for downward 
pressure on corporate-tax rates. Were it not 
for globalisation, there would be no rea- 
son to have corporate taxes in the first 
place. But it is true that once you are col- 
lecting corporate taxes, greater capital mo- 
bility limits your take. Economic 
integration rationalises, and at the same 
time limits, reliance on corporate-income 
taxes. The issue is subtler than it seems. 


Staying put 
But what matters far more than corporate 
tax policy is that most people, skilled as 
well as unskilled, are reluctant to move 
abroad. Since workers tend to stay put, 
governments can tax them at surprisingly 
high rates without provoking flight. In all 
but extreme cases, the democratic con- 
straint (the need to secure a broad measure 
of popular support for tax increases) binds 
governments long before the economic 
constraint imposed by international inte- 
gration (the risk that groups facing very 
high taxes will leave). In the case of taxes 
on profits, it is true that the economic con- 
straint will bind before the democratic 
one, and that globalisation serves to 
tighten the economic constraint further— 
but this does not matter. There is no need 
for high taxes on profits if people are will- 
ing to hand over 50% or more of what they 
produce in the form of taxes on income 
and consumption. 
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desiccated branch of neoclassical econom- 
ics, all this may seem surprising. Their the- 
ories regard people as “rational economic 
men”, narrow utility-maximisers with no 
ties to family, place or culture. Presumably, 
these ciphers would shop around for low- 
tax jurisdictions. Oddly, the same be- 
nighted view of human nature must be 
shared by many globalisation sceptics— 
otherwise, why would they fear taxpayer 
flight on a scale sufficient to abolish the 
European welfare state? But in real life, it is 
better to take a fuller, broader view of the 
human condition. Since people seem to 
choose to be tied down, indeed to relish it, 
governments, within broad limits, can 
carry on taxing them regardless of globali- 
sation. If it seems prudent to cut taxes on 
profits in order to attract inflows of foreign 
investment, no problem. Taxes on people 
will still be sufficient to finance generous 
public spending of every kind. 


Be very afraid 

Many anti-globalists have strangely little 
confidence in the merits of the policies 
they are anxious to sustain. Fearing what 
may be lost if globalisation continues un- 
curbed, Mr Rodrik writes: 


If it was the 19th century that unleashed cap- 
italism in its full force, it was the 20th cen- 
tury that tamed it and boosted its 
productivity by supplying the institutional 
underpinnings of market-based economies. 
Central banks to regulate credit and the sup- 
ply of liquidity, fiscal policies to stabilise ag- 
gregate demand, antitrust and regulatory 
authorities to combat fraud and anti-com- 
petitive behaviour, social insurance to re- 
duce lifetime risk, political democracy to 
make the above institutions accountable to 
the citizenry—these were all innovations 
that firmly took root in today’s rich countries 
only during the second half of the 20th cen- 
tury. That the second half of the century was 
also a period of unprecedented prosperity 
for Western Europe, the United States, Japan 
and some other parts of East Asia is no coin- 
cidence. These institutional innovations 
greatly enhanced the efficiency and legiti- 
macy of markets and in turn drew strength 
from the material advancement unleashed 
by market forces... The dilemma that we face 
as we enter the 21st century is that markets 
are Striving to become global while the insti- 
tutions needed to support them remain by 
and large national... The desire by producers 
and investors to go global weakens the insti- 
tutional base of national economies. 


The argument, presumably, is that in- 
ternational capital will flow away from 
countries with the high public spending 
and taxes that these highly developed in- 
stitutions involve. One answer is that in- 


ternational investment, as already noted, 
is much less important in most countries 
than domestic investment. But a more fun- 
damental question is this: why should for- 
eign capital flow away from countries that 
have equipped themselves with these in- 
stitutions, if, as Mr Rodrik emphasises, 
those arrangements have “boosted...pro- 
ductivity” and “greatly enhanced the effi- 
ciency...of markets”—so much so that the 
most ambitious period of national institu- 
tion-building was also a time of growing 
and “unprecedented” prosperity for the 
nations that joined in? 

If public spending boosts productivity, 
then competition among governments for 
inward investment is likely to favour more 
public spending (and the taxes needed to 
pay for it), not less. Suppose, as seems 
plausible, that public spending on educa- 
tion raises productivity by increasing the 
supply of skilled workers. Then you 
would expect international investment to 
be drawn to countries that invest heavily 
in top-quality schools and universities. 
Suppose, as may also be true, that public 
spending on social programmes such as 
health and welfare raises productivity, by 
producing a healthier and more contented 
workforce, with better labour relations 
and greater labour mobility. If so, again in- 
ternational capital will be drawn to coun- 





tries that spend money on those things. 
Globalisation, surely, will not frown on 
policies whose net effect is to foster pro- 
ductivity and efficiency. 

But what about policies that do not 
serve those goals? Many would argue, for 
instance, that welfare policies, especially if 
too generous, encourage idleness and re- 
duce economy-wide productivity. Sup- 
pose that is true. Also suppose that, 
knowing it to be true, most people want 
such policies anyway. You might feel that 
they are entitled to that opinion, and in a 
democracy they are entitled to get their 
way. Another example might be policies 
to limit working hours. Suppose that they 
reduce productivity, but that people vote 
for them anyway. Must globalisation over- 
rule democracy? 


Globalisation v democracy 

The answer even in this case is no—and to 
see why is to understand why so many of 
the fears about globalisation and democ- 
racy are groundless. Policies that reduce 
productivity do, in the first instance, cut a 
country’s feasible standard of living, nar- 
rowly defined in terms of GDP per head. 
But what happens after that? If a country ~ 
that is open to international trade and cap- 
ital flows adopts some such policies, per- 
haps on the ground that they will raise 
living standards according to some 
broader definition, wages and profits will 
fall relative to what they would otherwise 
have been. Next, investment will fall and 
the capital stock will shrink, again com- 
pared with what they would otherwise 
have been. This will continue until the 
scarcity of capital drives the rate of profit 
back up, at the margin, to the rate prevail- 
ing in the global capital market. 

All this time the economy will grow 
more slowly than if the policies had not 
been followed. Once the economy has ad- 
justed, however, it remains as “competi- 
tive” as it was at the outset: lower wages 
have restored labour costs per unit of out- 
put, and a smaller stock of capital has re- 
stored the return on capital. The economy 
has grown more slowly for a spell. It is less 
prosperous than it would have been. But in 
due course, once wages and profits have 
adjusted, the economy will again be as at- 
tractive, or unattractive, to foreign investors 
as it was at the outset. The government's 
adoption of policies that compromise effi- 
ciency is not punished by excommunica- 
tion from the global economy, or with an 
accelerating spiral of decline; the only pen- 
alty is compromised efficiency and lower 


measured incomes, which is what the >> 
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> country chose in the first place. 

Would the economy have fared any 
better without globalisation? Had it been 
closed to international flows of goods and 
capital, could it have adopted those pro- 
ductivity-cutting policies and paid no 
price at all? The answer is no. Even in a 
closed economy, policies that reduce pro- 
ductivity would cause wages and profits to 
fall, as in the open-economy case. The re- 
turn on capital would be lower, so saving 
and investment would decline, relative to 
what they would have been (there would 
be no cross-border capital flows in this 
case, so saving and investment must al- 
ways be equal). The capital stock would 
shrink and growth would be held back un- 
til the scarcity of capital drove the return 
back up. As in the open-economy case, the 
result would be a spell of slower growth 
and a standard of living permanently 
lower than it would otherwise have been. 

The main difference is probably that in 
the closed-economy case, the losses would 
be subtracted from an economy that is al- 


ready very much poorer than its open- 
economy counterpart, because it is closed. 
Conceivably, this would make further 
losses politically easier to sustain. But that 
is the most you can say in defence of the 
view that globalisation forbids social poli- 
cies which jeopardise productivity. “Stay 
poor, because once you start to get rich you 
may find that you like it.” Not exactly com- 
pelling, is it? 

You might well conclude from all this 
that globalisation, if anything, will lead to 
higher rather than lower social spending. 
As argued earlier, globalisation raises ag- 
gregate incomes but at the same time in- 
creases economic insecurity for certain 
groups. Both of these consequences tend 
to raise social spending. Generous social 
spending is a “superior good”: as countries 
grow richer, they want to spend more of 
their incomes on it, and can afford to. At 
the same time, quite separately, greater 
economic insecurity directly spurs de- 
mand for social spending. 

Given that globalisation increases the 


A crisis of legitimacy 


k WOULD be wrong to say that econ- 
omic integration neuters democracy or, 
more specifically, places any real con- 
straints on the welfare state. Yet the view 
that globalisation is hollowing out politics 
seems to be almost universal among the 
economic and political commentariat. The 
fears expressed go wider than the implica- 
tions of globalisation for the welfare state. 
Opinion polls in western democracies 
show disaffection with the political pro- 
cess. That, the columnists say, is because 
globalisation has made politics much less 
important. Fewer people are turning out to 
vote in elections these days. It hardly 
seems worth bothering, the argument 
runs, now that multinational companies 
rather than elected governments are call- 
ing the shots. True or false? 

In his best-selling book on globalisa- 
tion, “The Lexus and the Olive Tree”, 
Thomas Friedman of the New York Times 
makes much of the “Golden Straitjacket”. 
Thatis what he calls the policies which, ac- 
cording to the current orthodoxy, are nec- 
essary to establish the markets’ confidence 
in any particular economy and its govern- 
ment: balanced budgets, moderate taxes, 


light regulation, privatisation and so forth. 
Once a country puts on the Golden Strait- 
jacket, Mr Friedman says: 


Two things tend to happen: your economy 
grows and your politics shrinks...The 
Golden Straitjacket narrows the political 
and economic choices of those in power to 
relatively tight parameters. That is why it is 
increasingly difficult these days to find any 
real differences between ruling and opposi- 
tion parties in those countries that have put 
on the Golden Straitjacket. Once your coun- 
try puts on the Golden Straitjacket, its politi- 
cal choices get reduced to Pepsi or Coke—to 
slight nuances of policy, slight alterations in 
design to account for local traditions, some 
loosening here or there, but never any major 
deviation from the core golden rules. 


This argument is widely quoted and al- 
most universally accepted. There can be 
no denying that the world has seen a strik- 
ing convergence of economic ideology in 
the past decade or two. That makes Mr 
Friedman's argument seem plausible. But 
something else about it ought to arouse 
suspicion: advocates of globalisation and 
sceptics alike go along with it. Enthusiasts 
for globalisation (Mr Friedman among 


demand for social spending; given that it 
does not rule out any decision to increase 
such spending which harms productivity, 
any more than a closed economy would; 
given that increases in social spending 
which raise productivity will be rewarded 
with inflows of capital; given all this, 
should globalisation and the generous so- 
cial spending that democracies favour not 
go hand in hand? They should, and indeed 
rising social spending alongside faster, 
deeper globalisation is exactly what the 
figures for the past several decades show. 

Governments in rich countries need to 
look again at their social policies, partly to 
make sure that temporary and longer-term 
losers from globalisation, and from econ- 
omic growth in general, get well-designed 
help. But there is no reason whatever to 
fear that globalisation makes social poli- 
cies more difficult to finance. In the end, by 
raising incomes in the aggregate, it makes 
them easier to finance. It creates additional 
economic resources, which democracies 
can use as they see fit. m 


People are fed up with politics. 
Do not blame globalisation — 
for that 





them) by and large think that the policies 
of the Golden Straitjacket are the right 
ones, and agree that your economy will in- 
deed grow faster if you adopt them. Many 
sceptics are willing to concede this second 
point. The Golden Straitjacket may indeed 
make your economy grow faster—by the 
flawed and inequitable measures of free- 
market economics, at any rate—but in their 
view this gain cannot outweigh the loss of 
political sovereignty and democratic le- » 





> gitimacy that the straitjacket also entails. 

The policies favoured by current ortho- 
doxy do involve restraint-that much is 
true, and it makes the straitjacket meta- 
phor apt. Balancing the budget is usually 
more difficult than letting public spending 
run ahead of taxes. From the government's 
point of view, deregulation, privatisation 
and so forth are also restricting rather than 
liberating: they mean doing less, whereas 
day-to-day political pressures usually urge 
governments to do more. But the crucial 
question that Mr Friedman's analysis 
leaves aside is whether or not these con- 
straints are being imposed legitimately. 

To talk of the narrowing of choices and 
the “shrinking of politics” implies that the 
process is anti-democratic. It need not be 
so. Voters everywhere may have come to 
prefer balanced budgets, moderate taxes, 
privatisation and the rest on their merits. If 
they have, the shrinking of politics around 
the current orthodoxy does not represent 
any weakening of democracy. If the voters 
decide to choose Pepsi or Coke, you might 
say, their choice has narrowed to Pepsi or 
Coke, until they choose next time. 

On the other hand, questions of legiti- 
macy certainly do arise if voters would 
rather not have balanced budgets, moder- 
ation in public spending and taxes, privati- 
sation and so on—but are getting those 
policies anyway. And they also arise, you 
might argue, even if voters accept the 
straitjacket policies reluctantly, and only 
because forces more powerful than their 
governments have narrowed the range of 
choices before the electorate even comes 
to decide. 


What about the voters? 
Critics of globalisation make both argu- 
ments. The first, which says that voters are 
simply ignored, is unpersuasive. It is diffi- 
cult to believe that if voters really did want 
big budget deficits, higher taxes, more pub- 
lic ownership of industry and so on, politi- 
cal parties would not seek to get 
elected—and succeed in getting elected—by 
offering those things. The second argu- 
ment, which says that voters support the 
policies favoured by current orthodoxy 
but wish they did not have to, has real 
weight. The straitjacket policies are sup- 
ported by most voters, it seems, but not 
with much enthusiasm. There is a recur- 
ring sense of bowing down to forces more 
powerful than liberal democracy—the 
markets, the multinationals, the wTo and 
the Imr. That disenchantment is in itself a 
kind of democratic failure. 

Where does the blame for this lie? For 


the most part, not with globalisation as 
such—not with economic integration, not 
with markets, not with institutions like the 
Fund and the wro—but with politicians. 
In all kinds of ways, again and again, gov- 
ernments and their political opponents 
have used the supposed demands of 
globalisation to deny responsibility. If you 
tell people you are helpless often enough, 
they will start to believe you. 

One of the principal themes in western 
politics of the past ten or 15 years has been 
the “modernisation” of the left. Ex-social- 
ist and moderate left-of-centre parties alike 
have moved to the centre, and in some 
cases past it. They have renounced out- 
right egalitarianism, no longer advocate 
public ownership as an end in itself, seek 
opportunities for “partnership” with the 
private sector, prefer “conservative” mac- 
roeconomic policies, and favour modera- 
tion in taxes and public spending. Tony 
Blair's Labour government in Britain is 
probably the clearest case, but it is by no 
means unique in Europe. And something 
similar happened to America’s Democrats 
under Bill Clinton. It was Mr Clinton, New 
Democrat, who duly signed the legislation 
“ending welfare as we know it”—terminat- 
ing the federal government's commitment 
of 61 years’ standing to provide cash assis- 
tance to the poor. 

This realignment of the left has coin- 
cided over the past decade or so, it is 
pointed out, with an acceleration of econ- 
omic integration. It is tempting to see, like 
Mr Friedman, a connection between the 
two trends—especially since the modernis- 
ing left itself insists that there is one. “The 
world has changed,” Tony Blair tells his 
party’s traditional supporters, “but our 
values have not.” In other words, if only 
we could, we would still like to do all the 





things leftist parties have traditionally 
done. We cannot, because the world now 
follows different rules. Today, govern- 
ments need the co-operation of the global 
capital markets. Competition is fiercer 
than it has ever been before. We have to 
sound more like our conservative oppo- 
nents—and the reason is globalisation. 

But is it really? It seems unlikely. 
Globalisation may or may not be accelerat- 
ing, but no particular turning point, so far 
as economic integration is concerned, Co- 
incides with the rather sudden reposition- 
ing of America’s Democratic Party and the 
virtual disappearance, at about the same 
time, of Europe’s classical left. 


An embarrassing coincidence 
Another event did coincide with these 
changes: the collapse of communism. 
However much the left in the West dis- 
avowed or even despised Soviet commu- 
nism, that system had stood as a living, 
breathing alternative to the capitalist para- 
digm: a reminder that an alternative did 
exist. When that standard was torn down, 
it was a severe embarrassment. When, 
thanks to glasnost, the West found out ex- 
actly how disgusting communism in prac- 
tice had been, the embarrassment 
deepened so much that most of the left’s 
political vocabulary was discredited. 
These world-historical events were espe- 
cially badly timed for the left: they seemed 
to seal the success that strident, iconic, 
right-of-centre governments in America, 
under Ronald Reagan, and Britain, under 
Margaret Thatcher, had already achieved. 
The left was humiliated by association, 
found its values rendered deeply suspect, 
and suffered a monumental crisis of confi- 
dence. Also, it went out of fashion. Subtle 


repositioning in America’s case, outright >> 


* reinvention in Britain's, and something in- 
between elsewhere in Western Europe, be- 
came a domestic political necessity. No 
doubt many of the reformers welcomed 
this opportunity to recast their parties 
along lines closer to their own beliefs. But 
for most of the party members and long- 
time supporters it was an extremely reluc- 
tant conversion. 

How were the leaders to present—to 
market, as they now might say-their 
newly realigned parties, both to the mem- 
bers and to voters? Grand empty talk of a 
new “third way” was a telling sign of des- 
peration. The leaders of the new left could 
hardly expect to retain the loyalty of tradi- 
tionalists if they came out and said: “Most 
of what we used to assert is wrong. Now 
that we have been found out, we are going 
over to the other side. From now on we 
stand for a kinder, gentler, more com- 
passionate sort of conservatism.” Instead, 
to appeal to centrist voters, while at the 
same time flattering traditionalists into be- 
lieving that their ideas still prevailed, they 
put it another way: “The world has 
changed, our values have not.” 

Was this nothing but a ruse? Globalisa- 
tion, as already noted, has left the capacity 
of governments to gather taxes and pay for 
public spending essentially undimin- 
ished. But there are other kinds of con- 
straint. It is often argued, for instance, that 
global capital markets nowadays stop gov- 
ernments running big budget deficits. 
Global capital will no longer tolerate pub- 





lic ownership of utilities or other monopo- 
listic enterprises, it is said. And the need to 
keep companies internationally competi- 
tive leaves governments no choice but to 
dismantle health and safety regulation, or 
to ease up on environmental rules. 

In reality, the global capital market 
makes it easier to run big budget deficits, 
because there is an infinitely larger pool of 
funds to tap. As for public ownership, on 
balance global capital doesn’t much care. 
Investors lending to publicly owned enter- 
prises may see advantages, in fact, notably 
government guarantees of the debt. China 
has many state-owned enterprises, and 
seems to have no trouble attracting inward 
investment. 


Race to the bottom? 
What about the regulatory race to the bot- 
tom? There has lately been a good deal of 
economic deregulation, it is true, aimed at 
spurring competition in finance espe- 
cially. And deregulation of this sort, once 
you start, has a habit of leading to more de- 
regulation. In this area, governments 
might be forgiven for feeling sometimes 
that they have started something they can- 
not stop or any longer control. But ques- 
tions such as whether banks should be 
allowed to sell insurance, or how exactly 
financial institutions should be super- 
vised, are not deeply ideological. Impor- 
tant as they are, these are technical issues. 
Other kinds of regulation—for exam- 
ple, of health and safety in the workplace, 





terms of employment, product and envi- 
ronmental standards—have far more ideo- 
logical content. Has globalisation led to a 
race to the bottom in this kind of regula- 
tion? There is little sign of it. The clear trend 
in rich and poor countries alike is for ever 
tighter regulation of this sort. If globalisa- 
tion has started a race in these areas, it is to 
the top, not the bottom. 

Where formerly left-of-centre parties 
have adopted soft-conservative policies— 
moderation in taxes and spending, “fiscal 
responsibility” and the rest—the reason 
cannot be globalisation. The reason, in 
fact, is democracy. These policies, for the 
moment, are popular. Globalisation has 
been a useful subterfuge for the left—and, it 
should be noted, for the right as well, al- 
beit to a smaller extent. Conservatives too 
can compete for support in the centre by 
prating on about how such and such a tax 
must be cut for the sake of preserving com- 
petitiveness, rather than because low 
taxes are good in themselves. Just as the 
left has found, there is advantage in claim- 
ing that a policy you propose must be 
adopted because there is no choice. 

If you believe that the realignment of 
the left was a good thing, you might feel 
that the globalisation subterfuge is a small 
price to pay for moving the parties intact to 
the centre, where they can do more good. 
But there is a price, and it may be higher 
than anybody realised. The denial of 
responsibility, the pretence that policies 
are dictated by global markets rather than 
chosen by elected governments, the re- 
fusal to consider alternatives—all these are 
profoundly corrosive of democracy. 

The ex-left has repeated countless va- 
riations on its new slogan—the world has 
changed, our values have not—all over the 
industrialised world. Often, the right has 
joined in. This was bound to persuade 
many people that conventional politics is 
indeed a waste of time. That, in effect, is ex- 
actly what political leaders are saying. 

When anti-capitalist protesters tried to 
disrupt a meeting of European Union lead- 
ers recently, Tony Blair was especially 
scathing, calling the rioters mindless 
thugs. No doubt he was right about many 
of them, but his contempt was nonethe- 
less ironic. The protesters say that people 
have been disempowered by global cap- 
italism. They are wrong, but politicians 
themselves played a large part in devising 
that specious theory. It seemed an inno- 
cent deception at the time, but the protes- 
ters’ rage, and the support they receive 
from large parts of the public, suggest that 
it was a dangerous move for democracy. m 





A plague of finance 


HEN they criticise globalisation, 

sceptics are not just talking about 
economic integration across borders, or 
about the particular economic policies, 
such as liberal rules on trade and interna- 
tional investment, that directly facilitate it. 
They have in mind a much larger set of 
economic nostrums and institutions: the 
policies of the “Washington consensus”, 
as it is known, and the international bo- 
dies, notably the International Monetary 
Fund and the World Bank, that strive to put 
itinto effect. 

The term “Washington consensus” was 
coined by the economist John Williamson 
in 1989. He called it that because of the 
support it enjoyed from the American gov- 
ernment and (not coincidentally) from the 
Fund and the Bank, the big Washington- 
based institutions. He said it stood for ten 
policies. Measures to promote trade and 
FDI were high on the list, but the new or- 
thodoxy, as he described it, also ran to the 
following: fiscal discipline (ie, smaller 
budget deficits), fewer subsidies, tax re- 
form, liberalised financial systems, com- 
petitive exchange rates, privatisation, 
deregulation and measures to secure prop- 
erty rights. 

In the view of many sceptics, this broad 
“neo-liberal” agenda has been deliberately 
designed to serve the needs of the rich at 
the expense of the poor. The sceptics’ 
thinking on trade and foreign investment 
has already been discussed; their view of 
the rest of the formula is just as scathing. 
Fiscal discipline, curbs on subsidies and in- 
creases in taxes—measures long empha- 
sised by the 1mF in its dealings with 
distressed developing-country borrow- 
ers—directly hurt the poor, they say. Pri- 
vatisation, financial liberalisation and 
industrial deregulation work to the same 
effect, by delivering windfall profits to do- 
mestic and foreign speculators, by strip- 
ping the state of its assets and by 
weakening rules that protect consumers 
and workers from abuse. 

These policies are forced on poor-coun- 
try governments regardless of their own 
views and priorities, incidentally under- 
mining democracy in the third world. In 
the longer term, this kind of develop- 
ment-—in effect, on terms dictated by the 


rich countries—saddles the developing 
countries with crippling debts. It also ex- 
poses them to the crazy fluctuations of the 
global business cycle. East Asia, one-time 
exemplar of the Washington model, dis- 
covered that to its cost; now Argentina, an- 
other darling of the Washington 
development establishment, is on the rack 
for the same reason. Insupportable debts 
and chronic instability worsen the de- 
veloping countries’ dependence on aid, 
and allow the 1mF to tighten the screws 
even more vigorously next time, at the di- 
rection of American bankers. In every 
way, sceptics believe, the Washington con- 
sensus is a calculated assault on the weak. 

Extreme as this caricature may be 
when taken as a whole, it contains some 
truths—which is why, for all its absurdity, 
it is recognisable. The idea that the Wash- 
ington establishment is engaged in a delib- 
erate conspiracy to oppress the third world 
may be nonsense, but there have been 





Anti-globalists see the 
“Washington consensus” as a 
conspiracy to enrich bankers. 
They are not entirely wrong 


mistakes, big and small, and unintended 
consequences aplenty. The problem is that 
the valid criticisms are buried under a 
heap of error, muddle and deliberate dis- 
tortion. The Imr, the Bank and America’s 
Treasury Department would all feel much 
more threatened if the shards of intelligent 
criticism could be filtered from all the rub- 
bish and gathered together. 


Beware foreign capital 

One of the clearest lessons for interna- 
tional economics in the past few decades, 
with many a reminder in the past few 
years, has been that foreign capital is a 
mixed blessing. This stricture does not ap- 
ply so much to Fp1 because, unlike debt, 
FDI does not need to be serviced and can- 
not flee at short notice. As a result, provid- 
ers of FDI themselves bear most of the 
financial risk attached to the investment, 
but this advantage comes at a price. Over 
the long term, FDI is a more expensive 
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> form of finance than debt because the out- 
flow of remitted profits usually gives this 
kind of investor a bigger return than a for- 
eign bank or bondholder could expect to 
receive. All the same, FDI is not only less 
risky for the host country, it is also more 
productive, as noted earlier, because of the 
technology and techniques that come 
with it. It is expensive from the host coun- 
try’s point of view, but good value. 

Other forms of foreign capital, and es- 
pecially short-term bank debt, have led 
many a developing country into desperate 
trouble. Because of the debt crisis, the 
1980s were a lost decade for Latin Amer- 
ica; today, in different ways, Argentina and 
Brazil are both in difficulty again because 
of debt. The financial crisis of the late 
1990s set back even the East Asians, up to 
then the best-performing of all the de- 
veloping countries. Why has this hap- 
pened—and why so often? 

Borrowers, obviously, have to take 
their share of the blame for borrowing too 
much, though that is rarely the whole ex- 
planation. Governments that borrow 
heavily in order to finance recklessly large 
budget deficits are plainly at fault. There 
was a lot of that in the 1970s and early 
1980s. The case of corporate borrowers in 
developing countries is more complicated. 
They may sometimes borrow amounts 
which seem individually prudent given 
certain macroeconomic assumptions— 
such as no devaluation of the currency— 
but which become collectively insupport- 
able if those assumptions turn out to be 
wrong. This happened in East Asia in the 
1990s, with the further complication that 
much of the borrowing was channelled 
through domestic banks, meaning that the 
ultimate borrowers were unaware of the 
system-wide exchange-rate risk. 

Sometimes, therefore, developing- 
country banks have been at fault as well— 
and their governments too, for failing to 
regulate them effectively. Some govern- 
ments have also allowed, or actively en- 
couraged, too much foreign borrowing by 
firms, with or without the intermediation 
of domestic banks and other financial in- 
stitutions. Even some governments that 
have taken care to keep their own borrow- 
ing in check have been guilty of these fail- 
ures of regulation and oversight. 

But atleast as much of the blame for the 
developing world’s recurring debt trau- 
mas lies with rich-country lenders and, at 
one remove, rich-country governments. 
Modern banking operates, notoriously, 
under the persistent influence of moral 
hazard. This arises because deposit-taking 


banks are intrinsically fragile operations— 
and because governments are reluctant to 
let them fail. Banks are fragile because they 
promise depositors to repay deposits on 
demand and in full, even though they are 
unable to keep that promise if a significant 
number of depositors decide to exercise 
their right all at once. To avoid the risk of 
bank runs, which is high given the design 
of the contract with depositors, govern- 
ments arrange deposit-insurance schemes, 
and other forms of assurance, including 
the doctrine of “too big to fail”. 

There are good reasons for this. If a 
bank fails, it may take other banks and en- 
terprises, not to mention depositors’ sav- 
ings, with it; the broader payments system 
may also be imperilled. Historically, bank 
failures are associated with economy- 
wide recessions; for example, they helped 
to bring on the Depression of the 1930s 
(which was the inspiration for the modern 
deposit-insurance model). But the upshot 
is that banks are systematically protected 
from the consequences of their reckless 
behaviour. 

Modern banks keep a far smaller frac- 
tion of their deposits as reserves than their 
historical forebears. Depositors have no in- 
centive to supervise the banks by keeping 
an eye on reserves or by withdrawing 
money from the ones that are taking too 
many risks: their deposits are protected in 
any case. And banks have a correspond- 
ingly big incentive to compete aggressively 
for deposits which they can lend at high in- 
terest rates to risky projects. It is a formula 
for ruin—and, despite the efforts of regula- 
tors to measure and curb those risks, it 
keeps on working exactly as you would ex- 
pect. In almost every case of spectacular 
boom and bustin recent years, in rich and 
poor countries alike, an exaggerated cycle 
of banking greed and fear has been a prin- 
cipal cause. 


Too big to fail 
So when sceptics accuse rich-country gov- 
ernments of being mainly concerned with 
bailing out western banks when financial 
crisis strikes in the third world, they have a 
point. The pernicious logic of “too big to 
fail” applies in the international context as 
well as the domestic one. If you are going 
to go bust, make sure you are a big de- 
veloping country rather than a small one, 
with debts large enough to threaten cata- 
strophic damage to America’s financial 
system. That way you can be assured of 
prompt attention. 

Until the intractable dilemmas of 
global bank regulation have been re- 





solved—supposing they ever can be—the 
hazards of borrowing from abroad do ar- 
gue for greater caution than poor-country 
borrowers have often used, or been ad- 
vised to use by the ımr and the World 
Bank. The confidence with which the Fund 
and the Bank advised, or required, coun- 
tries to abolish capital controls now looks 
misplaced in many cases. 

The policy was doubtless well-in- 
tended. There is no question that moderate 
inflows of debt can speed development. 
This is why a good credit standing is a valu- 
able asset for a developing country, and 
why too ready a willingness to default on 
debt usually proves self-defeating. But if 
bank regulation in rich countries leaves 
much to be desired, in many poor coun- 
tries itis even worse. No doubt it would be 
best to bring financial regulation in de- 
veloping countries up to the standard, 
such as it is, of regulation in America and 
Europe. But that is easier said than done. In 
the meantime, taxes or controls on short- 
term foreign-currency inflows, of the kind 
Chile has used with success, may well be 
better for some poor countries than the al- 
ternatives of, on the one hand, no inflows 
at all and, on the other, completely unre- 
stricted inflows intermediated by a weakly 
or corruptly regulated domestic financial 
system. 

In many other respects, however, the 
sceptics’ attacks on the Fund and the Bank 
are ill-conceived. The imp, especially, is 
criticised for sending its experts into de- 
veloping countries and commanding gov- 
ernments to balance the budget in ways 
that assault the poor—by cutting spending 
on vital social services, ending subsidies 
or raising taxes on food and fuel, levying 
charges for use of water, and so on down 
the list of shame. 

Measures to curb budget deficits are of- 
ten unavoidable by the time the Fund is 
called in. The only way to reduce a budget 
deficit is to raise taxes or cut public spend- 
ing. In many developing countries, where »» 





> tax systems are narrowly based and unso- 
phisticated, governments may have few 
options in deciding how to go about it. It 
would not be in the political interests of 
the Fund or the Bank to recommend mea- 
sures that fall heavily on the poor if there 
were an obvious alternative. 

However, the Fund, especially, may 
have invited much of the criticism it re- 
ceives in this respect because it specifies 
policy changes in such detail. The IMF 
should strenuously avoid letting itself be 
seen as running the country, giving the 
government instructions and telling work- 
ers and voters to get lost. On the other 
hand, many sceptics seem to be under the 
impression that all was well in the coun- 
tries concerned until the Fund barged in. 
The Fund turns up only when things have 
already gone very wrong indeed—and 
only when the government in question 
has asked for its help. That last point is 
surely worthy of more attention than the 
sceptics pay to it. If governments find the 
Fund’s conditions so oppressive, they al- 
ways have the option of refraining from 
asking for its help. 

Governments know that the alterna- 
tive to the Fund’s intervention would usu- 
ally be an even sharper contraction of 
public spending (including on social ser- 
vices) and/or an increase in taxes (includ- 
ing on things the poor need to buy). By the 
time the 1mF is called in, the question 
whether to curb government borrowing is 
not so much a matter of weighing, as scep- 
tics suppose, the case for laisser faire 
against the demands of social justice. Of- 
ten, in the good-faith judgment of the 
IMPF’s Officials, it is just an inescapable ne- 
cessity if the economy is to be stabilised. 
And at times of impending economic col- 
lapse, stabilisation is very much in the in- 
terests of the poor, who suffer most during 
slumps. 

In fact, most of the policies of the Wash- 
ington consensus serve, or are capable of 
serving, the interests of the poor directly, 
not merely by promoting growth. If gov- 
ernments have been at fault in defending 
that agenda, it has mainly been in failing to 
emphasise this. The centrepiece of these 
policies, fiscal discipline, is sometimes 
necessary to avert an economic calamity; 
but even in more normal times, the alter- 
native to steady control of government 
borrowing is usually high inflation. That, 
all the evidence shows, hurts the poor 
more than anyone else. 

As noted by Mr Williamson back in 
1989, the consensus called not just for 
fewer subsidies, but for new priorities in 


public spending, especially more effective 
support for industry and more spending 
on education and health—priorities in- 
tended to help the poor which the Bank 
has tried hard to put into practice. The 
need to broaden the tax base, so as to sup- 
port additional public spending without 
destabilising the economy, is another idea 
that favours the poor, because there is no 
other way to provide the resources neces- 
sary to pay for effective safety nets. De- 
regulation and improved property rights 
can also make a real difference to the poor. 
As the work of Hernando de Soto has 
shown, itis the poor who suffer most from 
obstacles to small-scale enterprise and in- 
secure titles to land. 

Many sceptics might warm to the Fund 
and the Bank if they paid more attention to 
the criticisms directed at the two institu- 
tions from the political right. Conserva- 
tives worry not so much because the Fund 
is too mean, or the Bank too keen on mar- 
ket economics, but rather the opposite: 
they complain that both are engaged in 
throwing good money after bad. Worse 
than that, critics on the right argue, the two 
institutions reward the bad policies that 
got the patients into trouble in the first 
place, thereby creating their own kind of 





moral hazard. 

If the Fund and the Bank were simply 
shut down, as many sceptics and many 
conservatives would wish, the flow of re- 
sources to the developing countries would 
certainly diminish, at least in the short 
term. The world economy would be a 
harsher place for the poor countries. The 
conservatives argue, in effect, that this 
would be good for them in the longer term. 
Those sceptics who favour slower econ- 
omic growth for the third world would 
also be gratified, presumably, if the Fund 
and the Bank packed up. But it is hard to 
see what those who are not opposed to de- 
velopmentas such see in this course. 


Trying to get it right 

The MF and the Bank have certainly made 
mistakes. They have had spells of over- 
confidence, though they cannot be ac- 
cused of that at the moment. Noted schol- 
ars such as Joseph Stiglitz, a former chief 
economist at the World Bank, have criti- 
cised them for technical incompetence, 
and for theological devotion to discredited 
economic theories; but other economists 
have argued in their defence, saying, plau- 
sibly, that they have done their best in diffi- 
cult circumstances. They have certainly 
neglected the importance of allowing gov- 
ernments to “own”, and take responsibil- 
ity for, their policies—a mistake which 
supplicant governments, anxious to deny 
responsibility, have usually been keen to 
encourage. But the Fund and the Bank are 
aware of this criticism, and are trying to do 
something aboutit. 

Other improvements in the way the in- 
ternational financial institutions work are 
surely called for. Many different panels of 
experts have produced countless propos- 
als, big and small, and some of these are 
being taken up. Overall, a shift of empha- 
sis is needed. Now that many developing 
countries have access, for good or ill, to the 
global capital markets, the Bank needs to 
focus on disseminating knowledge rather 
than money. And for both political and 
economic reasons it would be better if the 
Fund, for its part, specialised in providing 
liquidity during emergencies, rather than 
development finance, subject to simple fi- 
nancial conditions rather than immensely 
detailed policy blueprints. 

The institutions themselves have gone 
far to acknowledge their mistakes, and the 
need for reform. In view of this, the ability 
of the sceptics to maintain their hysterical 
animosity toward the institutions is sur- 
prising. In its way, it demands a measure 
of respect. W 
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Who elected the WTO? 


NSURPRISINGLY, sceptics extend 

many of the criticisms they make of 
the mF and the World Bank to the World 
Trade Organisation as well. If anything, 
they detest the wro even more. Perhaps 
this is because, unlike the Fund and the 
Bank, the wTo brings what many critics 
regard as the most objectionable aspects of 
globalisation home to the rich countries, 
where most of those critics live. 

The IMF undermines democracy in the 
developing world, the charge goes, which 
is bad enough; the wro does the same 
thing in America and Europe as well, 
which is worse. The 1mF and the Bank 
bring financial ruin to the poor countries 
that turn to them for help; but in the long 
term, the wTO inflicts even worse damage 
than that on all countries, rich and poor 
alike, solvent or otherwise. It does this, 
sceptics say, not through onerous borrow- 
ing conditions but by force of interna- 
tional law. Its prohibitions undermine 
efforts to protect the environment and 
eviscerate safeguards developed over de- 
cades to protect the health and well-being 
of consumers and workers. 

On top of all this, of course, the specific 
mandate of the wTo is to promote trade, 
which many sceptics regard as a bad thing 
in itself. According to the anti-globalists’ 
world view, it is only logical that much of 
the threat posed by the wro to democracy 
springs from its dedication to trade. As 
noted earlier, many sceptics regard a lib- 
eral regime of international trade and in- 
vestment as intrinsically hostile to 
democracy, because it promotes a compe- 
tition for profits that overrides voters’ po- 
litical preferences. 

This is the “race to the bottom” argu- 
ment once more. The counter-arguments 
to this mistaken idea so far as it applies to 
taxes and the welfare state have already 
been rehearsed earlier in this survey. In the 
regulation of products and processes, with 
respect either to safety or to environmen- 
tal impact, signs of a race to the bottom are 
equally hard to find. All the movement is 
the other way. Everywhere, the adoption 
of more demanding environmental stan- 
dards gathers pace as incomes rise. 

But sceptics are also making a separate 
point that is less easy to dismiss. They say 


that the wro is anti-democratic not 
merely indirectly, because of its devotion 
to trade, but also directly, as a matter of in- 
stitutional design. This anti-democratic 
character, it is alleged, is a deliberate part 
of the organisation’s working methods— 
and that is unacceptable, full stop. 

According to sceptics, the wrTo takes 
powers away from elected governments 
and grants them to faceless bureaucrats. It 
can tell America and Europe that rules to 
protect endangered species or to keep food 
free of dangerous chemicals are illegal, 
and that they must abandon these poli- 
cies. It can stop governments in poor coun- 
tries providing cheap generic medicines to 
their people because that would hurt the 
profits of the drug companies. The sick 
must pay over the odds for patent-pro- 
tected branded drugs, or do without—ei- 
ther is fine with the wTo. 

In all these cases, sceptics say, the inter- 
ests of multinational corporations happen 
to be in conflict with the democratically 
expressed wishes of the people. When- 
ever that occurs, the wTo rules against de- 
mocracy. Moreover, the critics continue, 
its unaccountable and unrepresentative 
bureaucrats arrive at their outrageous 
edicts in secret: the hidden masters of 
globalisation are not even required to ex- 
plain themselves. The wTo is a kind of 
embryonic world government, but with 


The wro is no would-be tyrant. It 
is democratic to a fault, and has 
few powers of its own 


none of the checks and balances that true 
democratic government requires. In short, 
it is an embryonic world tyranny. That is 
why, in the view of many sceptics, it is the 
most dangerous of all the institutions of 
globalisation. 


True in part 

As before, this indictment combines error, 
gross exaggeration and apparently delib- 
erate distortion—but, as before, it also con- 
tains particles of truth. 

The wTo’s anti-democratic powers are 
held to reside mainly in the organisation's 
new dispute-resolution procedures. The 
strengthening of these arrangements was 
one of the notable achievements of the 
Uruguay Round of trade talks which con- 
cluded in 1994; they constitute one of the 
main differences between the wro andits 
predecessor, the General Agreement on 
Tariffs and Trade (GATT). Under the new 
rules, governments cannot block the find- 
ings of a wTo dispute panel: once they 
have exhausted their right of appeal, coun- 
tries held to have broken wTOo rules must 
either change their policies so as to com- 
ply, or pay compensation to the injured 
party, or face trade sanctions. This appar- 
ent ability to overrule governments lies at 
the centre of the sceptics’ objections to the 
new system. 
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> ever was, a mere bundle of agreements 
with a procedure for arbitration should 
disputes arise. Even before the new ar- 
rangements were adopted, the GATT had 
developed a partly rule-making, as op- 
posed to strictly rule-clarifying, character: 
the reforms pushed a bit further in that di- 
rection. Even so, it remains highly mislead- 
ing to talk of the wro “taking powers” or 
forcing governments to ignore voters’ 
wishes. 

Despite its developing quasi-judicial 
role, the WTO remains an unambiguously 
intergovernmental, rather than suprago- 
vernmental, entity. Changes to the orga- 
nisation’s rules are proposed by member 
governments and adopted “by consen- 
sus”—which in practice means they require 
unanimity. As the wo likes to say, far 
from being anti-democratic, it is actually 
hyper-democratic. No government ever 
had to accept a new wT rule because it 
was outvoted, as might happen in the 
European Union; every one of the orga- 
nisation’s 142 members has a veto. 

If the wro involves any pooling of 
sovereignty, therefore, it is only in an ex- 
tremely limited sense. When a dispute 
arises, the quarrel may be over exactly 
what a rule means, or how it should be ap- 
plied in particular, possibly unforeseen, 
circumstances; a government can never be 
compelled to obey a rule that it opposed in 
the first place. This applies to the new dis- 
pute-settlement rules as much as to any- 
thing else: every member government has 
agreed to them as well. 

Moreover, the idea that the wTO en- 
forces obedience by punishing violators is 
itself a distortion. Its principal role, once a 
dispute is under way, is still to act as ref- 
eree while two or more governments fight 
it out. Consider a favourite example of 
European sceptics: the continuing dispute 
between the European Union and the Un- 
ited States over hormone-treated beef. 

Europe first banned imports of such 
beef from America in 1989, citing health 
concerns. The United States has taken the 
matter to the wTo’s dispute-settlement 
body. Although sceptics often claim other- 
wise, the wTo’s rules (which, to repeat, 
both Europe and the United States have 
freely agreed to) do allow countries to ban 
imports to protect consumers from danger- 
ous products. But they also require govern- 
ments to show reputable scientific 
evidence in support of their controls, and 
insist that measures do not discriminate 
between suppliers, rather than favouring 
one country’s exports over another's, or 
domestic production over imports. With- 


out these provisos, countries could ban 
imports at will, something which the sig- 
natories to the agreement presumably 
considered undesirable. 

At present, to the sceptics’ horror, Eu- 
rope is deemed to have violated the rules. 
This is not because health concerns are 
routinely set at naught by the wTO, as is 
often falsely claimed, nor even because 
the beef-import ban itself has been ruled 
illegal: the issue never got that far. It is be- 
cause the Eu elected to produce scientific 
evidence in support of its ban and then 
failed to do so. In due course, the WTO 
may authorise the United States to impose 
retaliatory trade sanctions of its own. In 
the face of that threat, the European Union 





may or may not give way and lift its ban. 
In either case, to say that the wTO is 
trying to force Europe to open its markets 
seems odd. It is the United States, surely, 
which is doing the forcing. Every case that 
comes before the wTo is first and fore- 
most a dispute between governments, not 
a dispute between a government and the 
organisation itself. Also, whatever the 
merits of the beef-and-hormones case, 
America’s government claims to be serv- 
ing its citizens’ interests, just as the EU’s au- 
thorities claim to represent the voters of 
Europe. So itis hardly a matter of the wTo 
against democracy, as sceptics would have 
it; rather, itis a question of one democracy 


against a union of other democracies 
with the wTo in the middle, taking the 
brickbats for trying to calm things down. 

What if the wTo did not exist, as most 
sceptics seem to wish? Would the eu ban 
have been sustained without objection, 
assuring the primacy of health and envi- 
ronmental standards worldwide, and ev- 
erywhere peace and light? Plainly not. The 
same trade dispute would simply have 
been prosecuted through other means: in- 
stead of a mediated dispute conducted un- 
der agreed rules, there would have been a 
naked trial of strength between the Eu and 
the United States. 

In such a contest, who knows whether 
Europe’s view on beef and hormones 
would prevail? To make peace in due 
course, it might have to abandon its 
present position. What is certain is that the 
costs of conducting the dispute this way, 
rather than through the wTo’s proce- 
dures, would be very much greater. And 
although the eu might be able to stand up 
for its interests in an economic fight with 
America, a small country in a dispute with 
a much bigger one would have a less good 
chance. That is why the governments of 
poor countries have been so eager in re- 
cent years to join first the GATT and then 
the wTo. They understand that in trade 
policy, unless attitudes change a lot, the al- 
ternative to the wTo is not “democracy 
prevails” but “might is right”. 


Doing good by stealth? 

As in other areas, the sceptics’ overall case 
against the wTO is deluded—but some of 
their points, lost in the fog of rage, are fair. 
In trade policy, their strongest argument is 
about the system's culture of secrecy. They 
are right about much of this. The reasons 
go deeper than they may know, or govern- 
ments may care to acknowledge. 

The multilateral approach to trade lib- 
eralisation, pursued first through the 
GATT and now through the wTo, does 
have a horrible flaw. It espouses the idea 
that lowering trade barriers is a concession 
you make to your trading partners; a sacri- 
fice for which you require compensation, 
or “reciprocity”, in the jargon. This mer- 
cantilist view of trade—exports are good, 
imports are bad—is an economic fallacy. 
Politically—and this is to endorse a point 
made by sceptics—it serves to enthrone 
producer interests, neglecting all others. 
Trade agreements go forward when ex- 
porters on all sides tell their governments 
that they see something in it for them; the 
interests of importers (that is, workers and 


consumers at large) are implicitly regarded >» 
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> as politically insignificant. 


This has a further consequence. Most 
governments insist that the grubby details 
of trade negotiations be kept secret; this is 
theiridea, not the wTo’s. At the end of any 
round of trade talks, a triumphant break- 
through backed by all sides can be an- 
nounced. In the meantime, as you might 
expect, governments prefer to keep their 
negotiators’ craven submission to cor- 
porate interests under wraps. 

The justification for this pact with the 
devil is that by setting one country’s pro- 
ducer interests against another’s, it has 
mobilised big business in support of freer 
trade, helping to neutralise protectionist 
sentiment; as a result, trade has in fact 
been liberalised. Exporters have been 
pleased with the outcome, to be sure, but 
that is not the point. Liberal trade is good 
because it raises the incomes of consum- 
ers and workers at large, and especially be- 
cause it improves the prospects of the 


poorest countries. It could be argued that 
this great prize has been well worth the 
cost in intellectual dishonesty and politi- 
cal stealth. 

But whether or not the mercantilist 
pact can be justified in that way, its terms 
will probably have to change. Wrong as 
they are about most things, the sceptics 
may be right about that. Governments 
have no persuasive reply to the demand 
that trade policy should be conducted in 
public, and that the wro’s dispute-settle- 
ment machinery, especially, should work 
in plain sight. Proponents of liberal trade 
can no longer expect trade policy to be 
sheltered, in the interests of “effective- 
ness”, from the demands for honest, open 
and accountable governance that are re- 
garded as compelling in other areas. 

If the mercantilist pact breaks down 
under public scrutiny, as it may, there is a 
risk that the cause of liberal trade will be 
set back. Certainly that is what anti-global- 
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ists are hoping. But there is also another, 
more encouraging, possibility. If govern- 
ments still want to promote liberal trade— 
and rising incomes, other things equal, are 
popular with voters—they could try to do 
so on its economic merits. Being honest 
would be inconvenient, and after all these 
years would certainly seem peculiar. Ex- 
porters would be displeased to find that 
governments were listening to them less 
avidly. But governments would find it eas- 
ier to be straightforward about the case for 
trade. Perhaps they could even convince 
themselves, and enough voters to make 
the difference, that unilateral, uncompen- 
sated trade liberalisation is the best way to 
serve the public interest. 

If they could do that—but only then- 
the WTO in its present form would no lon- 
ger be needed atall, and liberals could join 
sceptics in celebrating its demise. But given 
the demands this would place on govern- 
ment, that day will not dawn just yet. = 





ome sceptics have recently started to 
argue that the movement against glob- 
alisation dwells too much on what it is 
against; it must grow up, and start to say 
what itis for. This is a worthy thought, but 
tactically ill-advised. 

The main things holding the anti-glob- 


alist coalition together are a suspicion of 


markets, a strongly collectivist instinct and 
a belief in protest as a form of moral uplift. 
Once upon atime this combination would 
have pointed to socialism as a coherent al- 
ternative to “the system”. But socialism, 
after the unfortunate experiences of the 
20th century, is not quite ready yet for re- 
lease back into the community. The atti- 
tudes that support it are still out there, as 
evidenced by the protesters, and by the 
sympathy they arouse among the public. 
But for the moment, as a programme for 
government, socialism lacks sufficiently 
broad appeal. 

Whatelse is there? The protest coalition 
can hang together only if it continues to 
avoid thinking about what it might be in 
favour of—a challenge it is all geared up to 
meet. All the same, it seems a pity. 

Meanwhile, the champions of globali- 
sation—governments and big business— 
are also giving a deeply unimpressive ac- 


count of themselves. Intellectually, their 
defence of globalisation (“it's good for our 
exporters and creates jobs”) is a disgrace. 
And governments deserve fierce criticism 
for many of their policies, notleastin areas 
of particular concern to anti-globalists. 
Rich countries’ trade rules, especially in 
farming and textiles, still discriminate 
powerfully against poor countries. Rich 
countries’ subsidies encourage wasteful 
use of energy and natural resources, and 
harm the environment. It is at least argu- 
able that rich countries’ protection of intel- 
lectual property discriminates unfairly 
against the developing world. And with- 
out a doubt, rich countries’ approach to fi- 
nancial regulation offers implicit subsidies 
to their banks and encourages reckless 
lending; it results, time and again, in finan- 
cial crises in rich and poor countries alike. 
All these policies owe much to the fact 
that corporate interests exercise undue 
influence over government policy. Scep- 
tics are right to deplore this. But undue 
influence is hardly new in democratic poli- 
tics; it has not been created by globalisa- 
tion forcing governments to bow down. 
On the contrary, special-interest politics is 
easier to conductin closed economies than 
in open ones. If allowed to, all govern- 


ments are happy to seek political advan- 
tage by granting preferences. 

It is dispiriting to watch as big compa- 
nies work out how to maintain their influ- 
ence nationally and extend it to the global 
arena, using “civil society” and “corporate 
social responsibility” as levers. Naturally, 
in the light of the protesters’ concerns, the 
multinationals are willing to sit down 
with governments and NGOs-they have 
lots of ideas for collecting extra subsidies, 
and piling punitive taxes and regulation 
on their less responsible competitors, 


Barking up the wrong tree 
The protesters’ main intellectual problem 
is that their aversion to capitalism—that is, 
to economic freedom—denies them the 
best and maybe the only way to attack and 
contain concentrations of economic and 
political power. The protesters do not need 
to embrace laisser-faire capitalism. They 
need only to discard their false or wildly 
exaggerated fears about the mixed econ- 
omy; that is, about capitalism as it exists in 
the West, with safety-nets, public services 
and moderate redistribution bolted on. 
Under this form of capitalism, econ- 
omic growth does not hurt the poor, as 
sceptics allege; indeed, for developing » 
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> countries, capitalist growth is indispens- 
able if people are ever to be raised out of 
poverty. Growth in mixed economies is 
compatible with protecting the environ- 
ment: rich countries are cleaner than poor 
ones. And if prices are made to reflect the 
costs of pollution, or allowed to reflect the 
scarcity of natural resources, growth and 
good stewardship go hand in hand. Above 
all, free trade does not put poor countries 
at a disadvantage: it helps them. 


Try this for size 
If some of the protesters could accept these 
tenets of mixed-economy capitalism, a 
narrower but far more productive protest 
manifesto would come into view. Its over- 
riding priority would be to address the 
scandal of third-world poverty. To that 
end, it would demand that rich-country 
governments open their markets to all de- 
veloping-country exports, especially to 
farm goods and textiles. (Concerns about 
displaced workers would be met not by 
holding down the poorest countries, but 
by spending more on training and educa- 
tion in rich countries, and by cushioning 
any losses in income there.) It would insist 
that western governments increase spend- 
ing on foreign aid, taking care that the 
benefits flow not to rich-country banks or 
poor-country bureaucrats, but to the poor, 
and especially to the victims of disease. To 
protect the environment, it would call for 
an end to all subsidies that promote the 
wasteful use of natural resources, and for 
the introduction of pollution taxes, includ- 
ing a carbon tax, so that the price of energy 
reflects the risk of global warming. 

This programme to accelerate globali- 
sation and extend the reach of market 
forces—although at first it might be better 


to put it another way—would also have a 
good-governance component. Under that 
rubric, “trade policy” should ideally be 
abolished outright: governments have no 
business infringing people’s liberty to buy 
goods where they will, least of all when 
the aim is to add to corporate earnings. 
Short of instant abolition, trade policy 
should at least be brought into the light so 
that corporate interests find it harder to dic- 
tate its terms. Governments should hold 
themselves accountable to voters at large, 
not to companies, industry associations, 
special interests or indeed to any kind of 
non-governmental organisation, what- 
ever its ideology or dress code. 

Among other things, accountability 
means accepting rather than denying res- 
ponsibility. Corrupt or incompetent gov- 
ernments in the developing countries 
deny responsibility when they blame the 
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IMF or the World Bank for troubles chiefly 
caused by their own policies. Rich-country 
governments, notably America’s, also use 
the Fund, the Bank and the wro-institu- 
tions which in practice could never defy 
their wishes—to deflect blame. Worst of 
all, governments everywhere deny 
responsibility when they explain broken 
promises, failures of will or capitulations 
to special interests as the unavoidable con- 
sequences of globalisation. That is no 
harmless evasion, but a lie that rots de- 
mocracy itself. Critics of economic integra- 
tion should be striving to expose this lie; 
instead, they greet it as a grudging endorse- 
ment of their own position. 

The crucial point is that international 
economic integration widens choices—in- 
cluding choices in social provision—be- 
cause it makes resources go further. 
Policies to relieve poverty, to protect work- 
ers displaced by technology, and to sup- 
port education and public health are all 
more affordable with globalisation than 
without (though not even globalisation 
can relieve governments of the need to col- 
lect taxes to pay for those good things). 
When governments claim that globalisa- 
tion ties their hands, because politically it 
makes their lives easier, they are conning 
voters and undermining support for econ- 
omic freedom. Whatever else that may be, 
itis not good governance. 

Whenever governments use globalisa- 
tion to deny responsibility, democracy 
suffers another blow and prospects for 
growth in the developing countries are set 
back a little further. Anti-globalists fall for 
it every time, seeing the denials as proof of 
their case. They make plenty of other mis- 
takes, but none so stupid as that. m 
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Britain and America 


Who gains? 


British forces are heading to the Gulf to help America’s war effort; but for Britain, 
there are costs, as well as benefits, in the special relationship 


66 AMERICA has no truer friend than 
Great Britain.” So said George Bush 
in his speech to Congress on September 
21st. Canadians winced. Tony Blair, up in 
the gallery, nodded appreciatively. Since 
1945, Britain and America have had their 
ups and downs. In 1956, Eisenhower 
brought Britain’s Suez adventure, its final 
imperial fling, to a humiliating stop. Har- 
old Wilson refused Lyndon Johnson’s ap- 
peals to join the Vietnam war. But in two 
world wars—and in Korea, the Balkans and 
Kuwait-the two nations have indeed 
stood “shoulder to shoulder”. What does 
America gain from this “special relation- 
ship”? And what does Britain get in return? 
One American gain is military help. A 
pre-planned British exercise, “Swift 
Sword”, has put 20,000 servicemen and 
more than two dozen warships into the 
Gulf region at just the right time. More im- 
portant, Britain can offer the Special Air 
Service (sas), which specialises in the 
guerrilla warfare expected in Afghanistan. 
Britain owns Diego Garcia, in the Indian 
Ocean, where America keeps a vital base. 
All these military assets arouse more 
excitement in the gunger-ho British news- 
papers than they deserve. America is not 
short of fighting men or machines. In the 
1991 Gulf war to rescue Kuwait, Britain pro- 
vided only one armoured division. The 
sas had mixed results: one operation to 
hunt down Iraq’s Scud missile-launchers 
was a flop. In Kosovo, about 800 of the 
1,000 or so aircraft committed were Amer- 


ican (though Britain has played a big part 
in the subsequent peacekeeping mission 
on the ground). Britain shares signals intel- 
ligence with the United States, but almost 
certainly gets back more than it can give. 

The respectability Britain confers on 
America’s actions matters more. Britain is 
the only country which still drops bombs, 
with America, on Iraq. As a permanent 
member of the UN Security Council, Brit- 
ain often casts its veto with America. The 
British prevent America from looking like 
a friendless bully, and in turn give it a rea- 
son to support Britain’s continuing pres- 
ence at the top table. Another reason for 
Britain to be on the Security Council is that 
it has the bomb. But so do several other 
countries, and the “independent” British 
nuclear deterrent is nowadays bought off- 
the-shelf from the United States. 

Britain can put friendships at America’s 
disposal. Having spent the first few 
months of his presidency making ene- 
mies—over global warming, missile de- 
fences and so on—Mr Bush plainly wel- 
comes Mr Blair’s worldwide advocacy on 
America’s behalf. As a former colonial 
power in the Middle East, Britain has resid- 
ual loyalties to tap, especially in Jordan 
and Saudi Arabia. And although its influ- 
ence in both places is in decline, British en- 
voys can still reach parts of the Middle East 
where an American hand of friendship 
cannot be proffered, or where, if proffered, 
it might be spurned. 

Long before the terror attacks on Sep- 
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tember 11th, Mr Blair had sent emissaries— 
including Peter Mandelson, his close 
friend—to Syria’s new president, Bashar 
Assad. The Syrian president may now visit 
Britain. Britain has reopened its embassy 
in Libya, with which America has no rela- 
tions. This week, Jack Straw became the 
first British foreign secretary to visit Iran 
since the Islamic revolution of 1979 (see 
Bagehot). Though planned before the 
present crisis, this visit was hurried for- 
ward to drive home the point that the West 
is at war with terrorism, not Islam. 

What does Britain gain? A hearing, fora 
start. During the Korean war, when British 
troops fought alongside Americans and 
Britain was judged by Dean Acheson, the 
American secretary of state, to be Amer- 
ica’s only dependable ally, Clement Attlee 
urged caution on Harry Truman. This time 
round, Mr Bush can probably talk more 
easily to Mr Blair than to any other world 
leader. This strengthens Mr Blair’s claim 
that Britain is a “pivotal” power. 

But there is a downside. Loyalty to 
America makes Britain a target. British sol- 
diers are more likely than those of other 
European nations to be put in harm’s way 
when the shooting begins. And the special 
relationship has always had a baleful 
influence on European views of Britain. 

In 1962, Kennedy’s offer to provide 
Macmillan with the Polaris missile con- 
vinced Charles de Gaulle that Britain’s first 
loyalty would always be to the United 
States. The French vetoed Britain's request 
to join the common market. The sympathy 
that most Europeans now feel towards the 
United States will not prevent them from 
noticing the thickening of the old intimacy 
between America and Britain—still the 
only big country that has not adopted the 
European single currency. When the 
smoke clears, it is hard to believe that the 
“war against terrorism” will have had no 
consequences for Britain in Europe. E 
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slaves 


Britain has a long experience of 
terrorism and the laws to counteractit 


| fei is a less powerful rallying-call in 
Britain than it is across the Atlantic. 
Whereas the civil liberties of Americans 
are enshrined in their constitution, those 
of Britons evolved messily in the courts. 
There is no British political equivalent to 
America’s libertarian lobby; last year Jack 
Straw, then home secretary, dismissed 
Britain’s few civil-liberties activists as 
“woolly liberals”. Nevertheless, compro- 
mising freedom in the name of defeating 
terrorism may not prove popular. 

That is partly because, for many Brit- 
ons, the argument about balancing secu- 
rity with liberty is an old one. Britain has 
provided refuge to political fugitives from 
Marx to the ANC. But since 1974, it has also 
had tough (according to some, too tough) 
anti-terrorism laws, which evolved to 
counter the threat of the IRA. For example, 
the police are already allowed to detain 
suspected terrorists for up to a week with- 
out charge. The government recently ex- 
tended the law's remit to cover terrorists 
planning attacks abroad. 

Indeed, the 1974 Prevention of Terro- 
rism Act is a perfect example of hastily in- 
troduced, ostensibly temporary, legisla- 
tion that lingers on the statute books. Roy 
Jenkins, who was home secretary in 1974, 
has described it as a “classic example of 
the truth of the adage that itis only the pro- 
visional which lasts”. When efforts to pre- 
vent terrorism have curtailed liberty even 
further, the results have been instructive. 
In 1971, the army rounded up hundreds of 
suspected republican terrorists in North- 
ern Ireland and interned them without 
trial. The botched operation succeeded in 
radicalising many previously peaceable 
nationalists. 

The unsavoury spectacle of a few do- 
mestic extremists advocating jihad in- 
clines Britons to ask why more isn’t being 
done to restrain them. But the country al- 
ready has laws against inciting racial ha- 
tred and violence. And the practice known 
in America as “racial profiling”—targeting 
particular racial groups—has caused so 
much tension between the police and mi- 
norities that new measures aimed at spe- 
cific groups may be unworkable. 


Your papers, please 

What those measures might be remains to 
be seen. David Blunkett, the home secre- 
tary, has said darkly that new anti-terro- 
rism laws may create tension with the Hu- 
man Rights Act. Apart from some EU-wide 


. fo, nT WA te 
Pi SP oy N N, £ et item 
sa.) ie > Fira ‘Beh <4 a | e 





Retigion and schools 





With God on our side 


Worries are growing about the governm 
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i ee day before the terrorist atrocities 


in America, pupils arrived for the first 
day of the new term at Feversham Col- 
lege in Bradford, Britain’s first state- 
funded Islamic secondary school for 
girls. Might the two events, however re- 
motely, be connected? Some people fear 
that they are. 

Relations between the country’s 2m 
Muslims and the rest of the population 
have never been so tense. September 
11th has already sparked a small back- 
lash against Muslims. And the terrorist 
attacks came at the end of a summer of 
rioting between Muslim and white 
youths in several towns in the north of 
England. 

Yet the government still wants to 
press on with its plans to open more reli- 
gious schools like Feversham. It is en- 
couraging different religions to start up 
single-denomination schools with tax- 


proposals—such as the introduction of EU- 
wide arrest warrants, and fast-track extra- 
dition—it is unclear what strictures he has 
in mind. But one idea that the government 
is considering is the introduction of com- 
pulsory identity cards. 

Many other European countries al- 
ready have 1p cards, as did Britain itself 
during and after the second world war, un- 
til Churchill's government disposed of 
them in 1952. The last Tory government 
contemplated bringing them back but 
never actually tried it. The public mood is 
certainly more favourable now, but unless 
Mr Blunkett can convince people of their 
(doubtful) utility in combating terrorism, 
support for ID cards may recede. 

One obstacle to tougher laws could be 
the fact that Labour has already earned a 


ent’s enthusiasm for religious schools 


payers’ money. The Church of England 
wants to open 100 more such schools. 
The first Sikh school opened in 1999, and 
there are already three other Muslim 
schools. 

The events of September 11th have 
deepened critics’ worries about this pol- 
icy. Lord Alli, a Muslim Labour peer, has 
already asked the government to think 
again. 

Critics fear that single-faith schools 
will institutionalise segregation. Chil- 
dren will be brought up ignorant of—or 
hostile to—other religions. And this 
could be a breeding ground for the riot- 
ers, or terrorists, of the future. After this 
summer’s riots in Bradford, a report on 
the city’s racial divide was published. 
The report, by Sir Herman Ouseley, a 
former chairman of the Commission for 
Racial Equality, warned that “people’s 
attitudes appear to be hardening and in- 
tolerance to differences is growing.” 

Growing differences between Mus- 
lims and Christians are not the only 
source of worry. The dreadful scenes in 
Northern Ireland in recent weeks of Prot- 
estants baying at children going to a lo- 
cal Catholic primary school have also 
highlighted the dangers of segregated 
schooling. 

Some Muslims in Bradford say they 
would prefer their children to go to 
multi-cultural schools, but that the poor 
standard of schooling in the city has 
condemned their children to a cycle of 
low achievement, unemployment, pov- 
erty and crime. Religious schools, which 
have higher academic standards and 
better discipline, offer a way out of this 
trap—and, possibly, into another one. 


reputation, in Parliament and beyond, as 
an enemy of civil liberties—for example, 
by restricting defendants’ right to trial by 
jury. Liberty, a human-rights lobby group, 
says that this government has gradually 
but constantly eroded the rights of sus- 
pects. Opponents of rp cards will argue 
that their real targets are not terrorists but 
illegal immigrants. 

Still, the government will no doubt feel 
obliged to do something. Whether Parlia- 
ment and the public ultimately agree de- 
pends, as it does elsewhere, on how world- 
changing they consider the events of Sep- 
tember 11th to have been. The scale of the 
atrocities stunned even the British; butin a 
country with so much experience of terro- 
rism, the world may seem to have changed 
just a little less than it hasin America. m 
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Bagehot See some evil 


Britain debates the morality of terror, reaching no clear answer 





Aan mass murder at the World Trade Centre was so terrible 
that it was easy a week ago to speak in moral absolutes. No 
plea, it seemed, could be entered in mitigation of an act so 
plainly evil. But the crime requires a response, and the response, 
perforce, will take place in the domain of Realpolitik. Here, as 
Jack Straw, the foreign secretary, discovered in the Middle East 
this week, morality turns out to have slippery gradations. 

Before June’s general election, Mr Straw was home secretary, 
which means it fell to him to put into practice New Labour's 
motto that the new government would be “tough on crime, 
tough on the causes of crime”. It is generally agreed even by his 
admirers that Mr Straw did not proceed very far beyond the first 
half of this mission. As a draconian home secretary, he cracked 
down hard on crime, leaving other departments to work on— 
and out—the things that caused people to commit crimes in the 
first place. So it is noteworthy that this same Mr Straw was this 
week under fire for having turned his priorities upside down. 

The war against terrorism, says George Bush, is no less than a 
global war of good against evil. Officially, Britain concurs. But 
on a visit to Iran, the first by a British foreign secretary since the 
Islamic revolution of 1979, Mr Straw was talking tough not only 
about terrorism but also about what he thinks are its causes. In 
an article for an Iranian newspaper, he said he understood that 
“one of the factors which helps to breed terrorism is the anger 
which many people in this region feel at events over the years in 
Palestine.” This caused pandemonium in Israel, which he visited 
afterwards. The Israelis were so furious that it took a 15-minute 
telephone call from Tony Blair to talk Ariel Sharon, the Israeli 
prime minister, into meeting Mr Straw at all. 

Back in London, the Foreign Office affected amazement. In 
British eyes, Mr Straw’s remarks were entirely innocuous—a 
statement, in fact, of the obvious. Surely nobody can set foot in 
the Muslim world without noticing how much Israel is hated as 
a result of its conflict with the Palestinians? 

Well, perhaps the Foreign Office should not be quite so easy 
on itself. What inflamed Israelis was Mr Straw’s selectivity. By 
“understanding” the terrorism-breeding anger that Muslims feel 
about Israel, he appeared to single out Israel’s policies as the in- 
direct cause of the atrocity in America. He made no mention of 
the other grievances, such as America’s bases in the Middle East 
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(Iran hates them too) and its support of Saudi Arabia, which ap- 
pear to count for more in the fatwa issued by Osama bin Laden, 
still the prime suspect, against America and its people. More- 
over, Mr Straw made these remarks in a country whose pro- 
posed solution to the Palestinian problem is to destroy Israel, 
and which, according to the American State Department, spon- 
sors terrorist organisations dedicated to precisely that end. 

Still, it would be wrong to hang too much on Mr Straw. He is 
merely applying, as the times demand, the calculus which 
makes the enemy (Iran) of my enemy (Afghanistan) into my 
friend. No country building a big coalition in the Middle East 
can afford to be pernickety about terrorism. And Britain, with a 
long history of fighting and then dealing with terrorists as it 
withdrew from empire, has less reason than most to be fastidi- 
ous. Britain, after all, has home-grown terrorism too. 


The Irish complication 

The IRA has never tried to kill 7,000 people all at once. But 
among its many outrages was an attempt to blow up the British 
cabinet in a Brighton hotel. It bombed Canary Wharf, the near- 
est British equivalent of the World Trade Centre, and fired mor- 
tars at Downing Street. It is now observing a ceasefire, but has 
still not decommissioned any of its weapons, as it was expected 
to in return for the creation of the Northern Ireland Assembly, in 
which Sinn Fein, its political arm, plays a prominent part. 

All this makes the government's new war on terrorism hard 
for some to bear. David Trimble, leader of the Ulster Unionist 
Party, complained this week that events in America have ex- 
posed a glaring contradiction between the British government's 
stance on international terrorism and its handling of the IRA. Mr 
Blair is tough on the former, but John Reid, his Northern Ireland 
secretary, shows “disgusting pusillanimity” towards the latter. 
The IRA refuses to decommission, and yet Mr Reid refuses either 
to suspend the Northern Ireland Assembly or force Sinn Fein out 
of it. lain Duncan Smith, the Tories’ new leader, warns Mr Blair 
that he is in danger of operating a double standard by declaring 
war on terrorism while tolerating the IRA. 

Peter Mandelson, the former Northern Ireland secretary, 
made an attempt in the Guardian this week to sift through these 
moral confusions. The ra, however despicable its methods, 
was supported by democratic parties, enjoyed widespread le- 
gitimacy and—once it gave up trying to remove Britain by force— 
had negotiable demands. Mr bin Laden’s networks, by contrast, 
“are not political organisations with ideals or a set of negotiable 
demands-~save driving Israel into the sea and expelling America 
from the Middle East.” They will never, Mr Mandelson con- 
cluded, renounce terrorism. “They must have the means of ter- 
ror forcibly taken from them because that is the only way we 
will protect ourselves from further slaughter.” 

Amen, where the prescription is concerned. As for morality, 
are there really better and worse terrorists? If anything, doesn’t it 
make it worse, not better, that the IRA operated politically, in a 
mature democracy, and still resorted to terror? Mr bin Laden, 
with no democratic way to remove the Saudi regime, may enjoy 
at least as much legitimacy among Arabs as the monarchies and 
dictatorships Mr Straw and his counterparts are lining up. No: 
the true and just reason for the West to wage war on him is that 
he has waged war on it, showing the utmost ingenuity and ruth- 
lessness. Who needs a comparative theory of terrorism, when 
self-preservation is at stake? m 
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Travel industry 





A business in search of customers 


FRANKFURT, LONDON, NEW YORK, PARIS, SAN FRANCISCO AND TOKYO 
From airlines and cruise lines to hotels and festival organisers, travel companies 
continue to suffer in the aftermath of the attacks on America 


HE reeling from the after-shocks of the 

disaster on September 11th is far from 
over. As airlines struggle to repair sched- 
ules and to fill empty aircraft, hotels are 
contemplating vacant rooms and silent 
bars. In New York, Boston, San Francisco 
and even Las Vegas, occupancy has fallen 
by around 40%. But the effects are being 
felt round the world. From the Georges V 
and the Meurice in Paris, from the Savoy 
and Claridges in London, and from the Im- 
perial and Okura in Tokyo, the message is 
the same: the Americans are gone, leaving 
hotels half-empty. Some of the more lux- 
urious rely on American tourists and exec- 
utives for as much as half their business. 

The ripples spread even wider. In Paris, 
for instance, the grands magasins of Boule- 
vard Haussmann and the posh boutiques 
of the Rue du Faubourg St-Honoré also rely 
on Americans for around half their sales. 
Some 2m Americans visit Paris each year, 
helping tourism to support 15% of the city’s 
jobs. In Britain, the effects are being felt 
along the familiar tourist routes travelled 
by foreigners from London to Bath, Strat- 
ford, York and Edinburgh—with visitor 
numbers expected to fall 25% below nor- 
mal for the rest of the year. Meanwhile, at- 


tendances for the first days of Munich’s 
Oktoberfest were 30% down on last year. 

Different effects are being felt else- 
where as other tourists cut their travel too. 
A quarter of the package tours booked to 
Hawaii, Guam and mainland America by 
one leading Japanese travel agency have 
been cancelled. Australia’s tourist indus- 
try, approaching its peak season, reports 
foreign bookings down 25%. Back in Amer- 
ica an already troubled Pacific cruise line 
has suspended operations and one online 
travel agency has closed down for lack of 
business; a number of its rivals are on the 
brink. 

Things will get worse before they get 
better. The World Travel and Tourism 
Council, a trade body, talked this week of a 
30% drop in global travel-industry reve- 
nues, before swiftly (and inexplicably) 
switching to a much less pessimistic fore- 
cast: a fall over the next 12 months of 
10-20% in America, and less in Europe and 
Asia. ATA, which represents big airlines, 
forecasts that international air travel for 
the second half of this year could be down 
by 16%, while domestic American traffic 
could fall by 17.5%. But even IATA’S eco- 
nomics director, Peter Morris, admits that 
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these are mere guesses. 

Airlines are in every sense in the front 
line, and they have announced more than 
100,000 job losses in America and Europe 
as they shrink. In America, the industry 
was quick to calculate the immediate cost 
of the emergency shut-down and de- 
pressed travel thereafter, not least because 
it wanted to present a convincing case for 
the $15 billion of federal aid it received last 
week. According to Leo Mullin, chief exec- 
utive of Delta Air Lines, which this week 
cut 13,000 jobs, by the end of September 
airlines in America will have lost $4.7 bil- 
lion as a result of the terrorist attacks. The 
Air Transport Association (ATA), which 
represents American airlines, hopes that 
traffic will recover to 60% of normal levels 
(ie, aircraft at least three-quarters full) by 
the end of the year, and to 85% of normal 
levels by nextJune. 

While Air Canada this week followed 
the American carriers and cut 20% of ca- 
pacity, the European response has been 
more muted, with average cuts of around 
10%. Alitalia has gone further: this week 
the Italian carrier cut 4,000 jobs, about17% 
of its total workforce, and was lining up 
state aid worth as much as $190m, despite 
the European Union's ban on subsidies. 
Swissair, which was already in dire trou- 
ble before the attack, has announced 3,000 
lay-offs at its catering subsidiary—mainly 
in America—and has unveiled plans to 
turn itself into a low-cost carrier, based on 
its regional affiliate, Crossair. And British 
Airways plans to prune its European net- 
work drastically. 

Europe’s low-cost carriers, which don’t » 





> operate transatlantic routes, are faring bet- 
ter. As in America, where low-cost South- 
west Airlines announced special cheap 
fares this week, the no-frills Europeans— 
led by Ryanair and easyJet—have slashed 
prices in response to a 25% fall in bookings 
after the attack. 


Hostile reception 

The world’s hotels are only ever a short 
taxi ride away from any recession in air tra- 
vel. This crunch has hit at what should be 
their busiest time of year. September is 
normally a big month for business con- 
ventions (see box), and October is the peak 
month for hotels in business cities. But oc- 
cupancy in America plunged as low as 
30% on September 16th for the Sheraton, 
Westin and Four Points hotels in the Star- 
wood empire. For September as a whole, 
83% of Starwood's bookings were can- 
celled. The group has cutits staff by 23%. 

Other hotel groups are more optimistic. 
Marc Grossman of Hilton Hotels, which 
owns or manages 2,000 hotels in America, 
says the group is assuming that business 
will pick up after a couple of months, to 
reach the levels of the late 1990s. But Roger 
Cline of Andersen, a consultancy active in 
the travel business, thinks the crisis will 
prove “pretty devastating”. He notes that 
room revenues were already falling in the 
first half of this year. Now he thinks that 
this year will be the worst since the Gulf 
war in 1991. Then, the hotel chains were fi- 
nancially weak even before the slump. 
This time, they are buoyed by nine boom 
years and helped by low financing costs, 
which means their break-even levels are 
on the whole much lower. 

Buttressed by this relative financial 
strength, the hotels have more room for 
manoeuvre now. They are already report- 
edly offering discounts of up to 50% in big 
American cities. Just as, in the 1990s, air- 
lines became adept at filling aircraft profit- 
ably by using dynamic “yield-manage- 
ment programmes” to move prices in line 
with demand, so hotels are now resorting 
to similar techniques instead of sticking to 
fixed room rates. Their expertise in this 
game will be severely tested over the next 
six months. 

Underlying both the optimists’ hopes 
and the pessimists’ darkest anxieties 
about their business future is a working as- 
sumption that there will be no more hi- 
jackings or similar terrorist acts in Amer- 
ica. Still, nobody is taking any chances. In 
San Francisco, for instance, the pedestrian 
walkways on the Golden Gate Bridge were 
closed to protect yet another iconic Ameri- 
can structure. There are fears that one of 
the procession of loaded tankers heading 
for Oakland's oil terminals might be hi- 
jacked and used to blow up the bridge. For 
the next few months the travel industry, 
like the rest of the world, will have to hold 
its breath. m 





Every trick in the 
book 


PONTIAC, MICHIGAN 


Going to great lengths to re-ignite sales 


T IS quiet enough on the floor of Joe 

Lunghamer Chevrolet to hear the rain 
pattering against the showroom’s huge 
plate-glass windows. Salespeople linger, 
read newspapers or find little tasks to keep 
busy. The past two months have seen a 
steady decline in the number of customers 
walking into the suburban Detroit dealer- 
ship. In the wake of the September 11th ter- 
rorist assault, that trickle has all but run 
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dry. “The only people we're seeing right 
now are buying out of necessity,” laments 
Mr Lunghamer, who opened the store 35 
years ago. Everybody else, he fears, will 
wait to see which way events—and the 
American economy-—go in the coming 
weeks. And the omens are bad: consumer 
confidence has just taken its steepest dive 
in a decade. 

This year may yet go down as the third- 
best in American automotive history, but 
right now the market is in meltdown. John 
Casesa, an analyst with Merrill Lynch, pre- 
dicts that sales in September will be down 
15% on last year. Adjusting the numbers for 
seasonal fluctuations would yield an an- 
nualised rate of 14.8m car and truck sales, 
down from 17.4m a year ago. With dealers 
across the country in the same situation as 
Lunghamer Chevrolet, factory orders are »» 


Shall we meet again? 


Fears of further attacks threaten business conferences and conventions 


ILL terrorists succeed where the 

communications revolution failed? 
The end of business conferences has of- 
ten been predicted. It has never felt 
closer than now. Since the attacks on 
September 11th, at least 60 international 
conferences have been cancelled. They 
range from the annual meetings of the 
World Bank and the International Mone- 
tary Fund, in Washington, to the Society 
of American Foresters National Conven- 
tion, in Denver. And although America 
has been worst hit, high-profile confer- 
ences in France, Japan and Britain have 
also been abandoned. 

Once, the conference business 
seemed threatened by telephony, video- 
conferencing and the Internet, which 
were all supposed to make face-to-face 
meetings redundant. In fact, the opposite 
happened in the 1990s (see chart). Last 
year, conferences generated estimated 
revenues of $120 billion in America 
alone. Visiting public events is no longer 
the privilege only of those at the top of 
the organisation: in the United States, 
the right to attend a certain number of 
conferences and training programmes 
every year is now often written into 
middle managers’ contracts. 

However, the terrorist attacks came at 
a critical time for conference organisers. 
Participants were already becoming 
more selective, especially on the tech- 
nology-conference circuit. Events with a 
special character—such as the Swiss Isc 
Symposium in May, the first manage- 
ment conference organised by students— 
had seen only a slight fall-off in interest, 
but less distinctive get-togethers had suf- 


number of participants over two-year period, m 
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fered badly. Another threat has come 
from the anti-globalisation brigade. Even 
when violence was avoided, the costs to 
host cities of providing adequate secu- 
rity had become huge. The ime had al- 
ready shortened its meeting to two days, 
from seven, before cancelling. 

Hotels and convention centres will 
also suffer from the industry’s woes. At- 
tracted by the boom of the past few 
years, organisers in established destina- 
tions, such as London and New Orleans, 
have greatly expanded their facilities. 
Others, such as Johannesburg and Wei- 
mar, have tried to put themselves on the 
map by building fancy new halls, creat- 
ing a glut in meeting space. At least this 
overcapacity should reduce the cost of 
renting facilities; together with cheaper 
air fares, this could help to attract visitors 
even in a recession. Any takers for a con- 
ference on “Business Strategy After the 
Day the World Changed”? 
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Leave it to the Japanese 
to turn executive services 
into an art form. 


Guests often come to the Imperial on business, 
Seldom, however, do they consider it work. 
From computer workstations to secretarial services, 
we take care of business. 

Something we've been doing since 1890. 

We invite you to experience what we've created. 


Centrally Located @ 24-hour Room Service 


Newly Opened Fitness Center & Heated Swimming Pool 
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ix IMPERIAL HOTEL 


www.imperialhotel.co.jp 
For reservations: Tokyo +81-3-3504-1251; Osaka +81-6-6881-111]; 
Bali, Indonesia +62-361-730-730. 
For information, contact our Overseas Sales Offices: 





New York 212-692-9001; Los Angeles 213-627-6214; London 020-7355-1775. 
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This pioneering program, 

designed for executives 
with an average of 14 
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around the world. Residencies in Asia, South America, Europe 
and the U.S. enhance understanding of global business. 
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> fast drying up. And the car industry is tak- 
ing a close look at its production plans. 

The situation became much worse 
when the Bush administration clamped 
down on border crossings. Suddenly, Ca- 
nadian and Mexican suppliers found 
themselves waiting many hours to get 
parts to American assembly lines. With lit- 
tle or no inventory, General Motors, 
DaimlerChrysler and Toyota found them- 
selves sending workers home early. Hard- 
est hit was Ford, which has lost production 
of up to120,000 vehicles in September. 

Easing the delays was a central topic at 
an unprecedented meeting between in- 
dustry, labour and government leaders 
held at the Cadillac assembly plant in De- 
troit on September 19th. Unlike the airline 
industry, the Big Three American car mak- 
ers did not ask for federal hand-outs, but 
they made clear that things could go from 
bad to horrible in a hurry. 

The message was not lost on Don Ev- 
ans, the commerce secretary, who de- 
clared that the car industry was “a back- 
bone of the American economy”—car 
makers account for more than 5% of Amer- 
ica’s GDP and, directly or indirectly, one in 
seven of its jobs. With consumers fast los- 
ing their nerve and recession imminent, 
the car companies could set off a vicious 
circle of plant closures and lay-offs, trigger- 
ing further falls in consumer confidence 
and still more plant closures. 

While no corporate bosses would 
pledge to keep plants running, Dieter 
Zetsche, chief executive of DaimlerChrys- 
ler’s loss-making Chrysler Group, stressed 
that “we clearly don’t intend to overreact.” 
But ultimately, the bosses argued, they 
would have to bow to market forces. “To 
drive production into the face of low con- 
sumer demand at some point catches up 
with you,” noted Ford’s chairman, Wil- 
liam Clay Ford Jr. 


Lack of interest 

Still, the summit was awash in patriotic 
fervour, and a sense that the industry has 
to play its part in America’s new war foot- 
ing. Within hours, General Motors had an- 
nounced an interest-free customer-finance 
programme for most of its new products. 
Ford and Chrysler quickly fired off similar 
salvoes of their own. 

Some dealers report that these cam- 
paigns have generated a bit more show- 
room traffic. But they have not been well 
received on Wall Street. The cost will be 
steep, reckons Nick Lobaccaro, chief auto- 
motive analyst at Lehman Brothers in New 
York. GM alone is spending an estimated 
$3,000 per vehicle on various incentives, 
which may prop up sales, but at the ex- 
pense of profitability. And although the 
new loan programmes are due to expire at 
the end of October, Mr Lobaccaro points 
out that curtailing such giveaways has 
proved hard in the past. 


Aggravating the industry’s woes until 
recently has been the strong dollar, which 
has helped Asian and European car mak- 
ers, whose sales have been falling more 
gently than those of their American rivals. 
In August, Toyota came within 6,000 units 
of overtaking Chrysler, the number three 
player behind GM and Ford, in the Ameri- 
can market. If the Japanese firm can keep 
up its momentum, this will be the first time 
that one of the Big Three has been over- 
taken by a foreign brand. Toyota has not 
been shy about using profits from a com- 
petitive exchange rate to finance its drive 
for a bigger market share. 

With patriotism in the air, some Big 
Three executives have tried to revive the 
old “Buy American” campaign. But this is 
not resonating with consumers, and for 
good reason: it has become harder than 
ever to define an “American” car. Foreign 
car companies continue to expand their 
North American production base. Nissan 
is building a giant new pick-up plant in 
Mississippi. In nearby Alabama, Mer- 
cedes-Benz has announced a $600m ex- 
pansion of its M-Class sport-utility line. 

As if falling sales, profits and market 
share were not enough, the Big Three were 
handed bad news about their debts this 
week when Standard & Poor's, a credit-rat- 
ing agency, put all three on credit watch. A 
decision to downgrade their debt would 
tighten the financial vice, as the car makers 
drain whatever cash they have left in their 
so-called “rainy day” funds. @ 
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The prospects for oil 


Clear as mud 


Oil prices are falling—for now 


66 O REASON to panic,” cooed Bijan 

Zanganeh, Iran’s oil minister, this 
week in an effort to calm oil markets before 
a meeting of the opEc cartel in Vienna on 
September 26th. “We believe OPEC is able 
to manage the market and this situation is 
mainly because of speculation and will 
disappear very soon.” 

For much of the past two years, the car- 
tel’s bosses have periodically offered such 
platitudes, as prices edged up past $30 a 
barrel. Their aim used to be to reassure the 
big consuming economies that they 
would not let prices go too high for too 
long. This time, though, Mr Zanganeh’s 
plea could well have been directed at fel- 
low cartel members-—for oil prices are now 
heading in the opposite direction. 

After the American terrorist attack, 
prices shot up briefly on fears of reprisals. 
But punters now seem to have decided 
that the bigger threat comes from the spec- 
tre of global recession—and the impact that 
will have on oil demand. Such worries 
pushed oil prices down sharply this 
week—by almost $4 a barrel on September 
24th alone—and market-watchers say they 
could yet fall further. The price of a basket 
of opec crudes, which the cartel has been 
trying to keep in a range of $22-28 a barrel, 
even dipped briefly below $20. 

What can OPEC ministers do about 
this? They could have agreed this week to 
cut production to push prices up: that, after 
all, is the raison d’étre of cartels. In the 
event, they did no such thing. The United 
States, which has troops stationed in oil- 
producing Saudi Arabia and Kuwait, made 
it clear that it would frown on a concerted 
effort to lift prices. So OPEC agreed to leave 
its production target at 23.2m barrels a day. 

That should not be taken at face value, 
however. OPEC could not be seen to be 
taking action this week, but members will 
try to reduce the supply of oil quietly, by 
cutting down their cheating. Most are actu- 
ally producing above agreed levels; some 
analysts reckon that Saudi Arabia may be 
producing 1m barrels a day or more above 
its quota of 7.5m. 

What is more, ministers plan to meet 
again in November to reassess the situa- 
tion. There is already talk that they may 
agree cuts by telephone next month. They 
are clearly nervous. After two years in 
which the cabal has been dictating prices, 
OPEC now looks to be at the mercy of a 
force that may be more volatile and fickle 
even than its cartel: the market. m 
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Mergers delayed 
Wait and see 


Collapsing markets and uncertainty are 
discouraging deal-making 

OR investment bankers, life was al- 

ready glum before the horror of Sep- 
tember 11th. Since then, it has grown even 
bleaker, with the cancellation or post- 
ponement of several mergers and acqui- 
sitions. In the two weeks after the attack, 
20 companies cancelled $15 billion-worth 
of mergers, according to Bloomberg, a fi- 
nancial-news company. 

Among them was one between FelCor 
Lodging and MeriStar Hospitality, two 
American property businesses specialis- 
ing in hotels. The companies specifically 
blamed “recent tragic events” for their de- 
cision. Vinci, a big French airport-construc- 
tion specialist, made no such reference 
when it allowed its offer for TBI, a British 
regional-airport operator, to lapse on Sep- 
tember 24th—but the company must be 
glad to be off the hook. Havas Advertising, 
a French media group, referred to the un- 
certainty of the times when it allowed its 
recommended offer for Tempus, a British 
agency, to lapse. And Telefonica Moviles, a 
Spanish mobile-phone operator, also 
blamed the attacks when it cancelled an 
offer to buy Brazil’s Celular CRT. 

Some of these companies may be using 
the attacks as a convenient excuse for a de- 
cision that would have been taken any- 
way. The jolt to corporate confidence 
comes on top of a plunge in share prices 
that makes it harder to value companies. 
“Lots of deals are in a holding pattern,” 
says Henry Gibbon, editor of Acquisitions 
Monthly, a magazine. 

Many were already floundering a fort- 
night ago. General Motors’ planned sale of 
its Hughes Directv business to Rupert 
Murdoch, who yearns to break into satel- 
lite television in America, had run into pro- 
blems long before September 11th, partly 
because of a sharp fall in the value of 
Hughes’s shares. They have dropped by 
over a third since late August, mainly be- 
cause of fears of a sharp decline in the 
American advertising market. GM badly 
needs cash to protect itself from the down- 
turn in the American car market. Difficul- 
ties have also beset AT&T's attempts to sell 
its cable-television business after it re- 
jected a $58 billion offer from Comcast in 
July. Comcast's shares have also dropped 
sharply, cutting the value of its offer. 

In the past, companies might have 
wriggled out of unwanted mergers by us- 
ing the “material adverse change” clause 
that many deals contain. Such clauses 
have become less common recently. But 


when Schroder Ventures and Goldman 
Sachs Capital, two private-equity firms, 
agreed on September 12th to buy Cognis, 
the specialty-chemical arm of Henkel, a 
German company, they insisted on the 
right to pull out within two months if fi- 
nancial markets deteriorated further. Such 
buyouts depend on stable stockmarkets to 
resell the businesses that have been ac- 
quired and restructured. 

For companies with footloose staff, the 
failure of a merger that is made public “can 
be very bad news: all your staff walk out 
the door,” says David Rhodes, who runs 
the financial-services practice at the Boston 
Consulting Group in London. An aban- 
doned acquisition usually puts the target 
company into play. 

Not all deals are being dumped. Since 
September 11th, RWE, a German power 
company, has agreed to buy American Wa- 
ter Works for $7.6 billion. VeriSign, a lead- 
ing Internet company, said on September 
24th that it would acquire Illuminet Hold- 
ings, another communications business, 
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for $1.2 billion in shares. Even the purchase 
of Compaq by Hewlett-Packard, mocked 
when it was first announced, may now go 
through, if only because a recession could 
increase the attraction of size. Certainly, 
terrorism has not stopped the bosses of HP 
and Compaq from keeping to a packed 
schedule of meetings. = 





Television news 
Screen test 


Will media groups be buoyed or damaged by covering a war? 


To attacks on America exposed both 
the shortcomings and the unexpected 
virtues of new media over old. Although 
many Americans were at work when the 
assaults took place, it was to the television 
set, which they could watch together, not 
the solitary computer screen, that almost 
everybody turned. Only 3% of those con- 
nected to the Internet actually used it as 
their chief source of news, according to 
one poll, but 78% used the Tv. During 
prime time on September 11th, 69% of 
households watched one of the 11 broad- 
cast or cable networks carrying non-stop 
news, according to Nielsen Media Re- 
search; in New York, the figure was 76%. 
CNN, the most popular cable network, 
saw its prime-time audience soar almost 
tenfold from the previous evening, to 7.7m. 

This was not for want of trying to fol- 
low events on the Internet. Within Amer- 
ica, there were an average of 11.7m unique 
visitors to news websites each day during 
the week, according to Jupiter MMxXI, an 
Internet research group—almost twice as 
many as in the previous week. Millions 
more attempted to reach news sites, but 
failed because of overload. Some sites 
stripped down their picture content to 
make it quicker to download text. This un- 
derlined the clunkiness of the medium, 
which sends each viewer an individual 


version of content and is therefore an inef- 
ficient means of distributing text, let alone 
moving pictures, from a single source. 

The Internet did prove its value, how- 
ever, as a medium for communication be- 
tween individuals. With many cellular 
and landline telephones out of use in the 
aftermath, many survivors used e-mail to 
contact family and friends. Some of these 
personal accounts were then widely circu- 
lated, providing harrowing news reports 
to strangers—a case of new technology 
providing a means of communicating in 
ways that preceded mass media. 

Now that the news organisations are 
preparing for coverage of war, however, it 
is back to more familiar forms of reporting. 
Although it is considered tasteless to find 
solace in improved ratings, media groups 
plainly welcome the rise. CNN, for in- 
stance, had been much exercised before 
the attacks by its faltering performance at 
home compared with newer cable news 
channels, such as Fox News. 

Yet the economics of non-stop news are 
shaky. Even before September 11th, ad 
spending was down: it fell by 6% in the first 
half of 2001 from the year before, accord- 
ing to CMR, a research group. Then, in the 
week of the attacks, CNN chose to carry no 
advertising for six consecutive days, and 
the big networks did so for four. The net- »» 





works lost $350m of ad revenues that 
week, estimates Leland Westerfield of UBS 
Warburg, an investment bank. 

At the same time, the costs of coverage 
_ will mount. Over the past decade, the 
broadcast networks have cut their over- 
seas bureaus, as foreign news has been el- 
bowed aside by domestic distractions and 
chat. Networks now need not only to sup- 
port extra staff abroad but to buy in news 
feeds. CNN, which still has 30 overseas bu- 
reaus, has set 70 people on to the story in 
Central Asia and the Middle East, more 
than it has ever put on an international 
story. Already, Viacom, which owns CBs, 
and AOL Time Warner, which owns CNN, 
have put out profit warnings since Septem- 
ber 11th, blaming in part “significant loss 
of revenue” and a “considerable increase 
in costs” during the attacks. 

Yet all media groups, with or without a 
television-news operation, are in trouble. 
Compared with the effect of a sustained ad 
slump across all the outlets of a media con- 
glomerate, the extra news costs should be 
manageable. CNN, for instance, is just a 
sliver of AOL Time Warner: with its sister 
news networks, it contributes some 4% to 
total revenues. 

In all of this, there are opportunities as 
well as risks. Since September 11th, CNN 
has signed up big new clients, such as 
France’s TF1 and Germany's ZDF. As Chris 
Cramer, head of CNN International, puts 
it: “It was seductive to say that CNN ar- 
rived during the Gulf war. But we are now 
ten times bigger. We're doing this for the 
longrun.” m 





Corporate “winners” 


Silver linings 


NEW YORK 
Some companies have flourished in the 
wake of the attacks 


EW YORK’S umbrella hawkers, who 

appear as if by magic with the first 
drop of rain, know better than anyone that 
even the darkest cloud can produce profit. 
Since the tragedy at the World Trade Cen- 
tre, they have been doing a brisk trade in 
miniature American flags. They are not 
alone in benefiting from an opportunity 
that nobody would have wanted—but is 
rightly being taken. 

Demand for Old Glory is at record lev- 
els, both in New York and nationwide. The 
five biggest flag makers are so swamped 
that they have stopped answering their 
telephones. Some have applied for emer- 
gency permits allowing them to operate 
seven days a week. Their websites warn 
customers of delays of up to eight weeks in 
filling orders. The surge in demand has dri- 


ven many wholesalers and retailers to 
look overseas. Low-cost foreign manufac- 
turers—primarily in China, Taiwan and 
South Korea—sold about 5m Stars and 
Stripes in America last year (10% of the to- 
tal). Most were miniatures, but America’s 
domestic manufacturers fear that the cur- 
rent flag hysteria may let foreign competi- 
tors into the market for full-sized flags. 


On the couch 

The crisis in New York, the world capital of 
psychoanalysis, has also been a bonanza 
for therapists, many of whom have been 
signed up by affected companies to coun- 
sel grieving or traumatised employees. 
Unless you are referred by a client firm, or 
are an existing patient, you cannot find a 
shrink willing to see you for months. 

Security firms are also in demand, both 
broad-based multinationals, such as 
Pinkerton and Kroll, and more specialist 
operators. Mike Herstik of Detective- 
Dogs.com reports that demand for bomb 
sniffer-dogs has soared, and “it’s not just 
New York. Los Angeles is going crazy too.” 
A man-and-dog team costs $100-250 an 
hour, with a typical daily minimum of 
$2,000. High-tech security firms are also 
expected to gain—from explosive-detec- 
tion gadgets produced by InVision Tech- 
nologies to Visionics’ biometric security 
systems. So are videoconferencing sys- 
tems and other substitutes for face-to-face 
meetings produced by firms such as Poly- 
com, Picturetel and WebEx. 

In a tragic twist, New York’s commer- 
cial-property market also looks like an- 
other winner: it had been on the point of a 
slump, but has now been revived by the at- 
tacks. These destroyed or damaged 22 
buildings, taking out 9% of the city’s total 
office space. Around half of thatis likely to 
be repaired before long, but the fate of the 
World Trade Centre site remains uncertain. 

Displaced firms are scrambling for 
space, both on and off Manhattan. The 
spanking new lower-midtown offices of 
“Silicon Alley” will no longer be deserted 
museums to the dotcom bubble. Although 
landlords have magnanimously promised 
to keep rents at pre-disaster levels, this 
may apply only to displaced firms, and it 
still implies higher rents across the market 
than seemed likely before September 11th. 

According to Steve Sakwa of Merrill 
Lynch, in the short term there will be se- 
vere scarcity in New York, which is now 
destined to remain one of the tightest of- 
fice-space markets in the country. Compa- 
nies that are likely to benefit from this in- 
clude Mack-Cali and Vornado, two 
real-estate investment trusts with a strong 
presence in Manhattan. 

Commercial airlines and car-rental 
firms are suffering, but executive-jet firms 
are booming. Amtrak, a train operator, has 
also seen a surge in passengers, particu- 
larly in the Washington-New York-Boston 





Not flagging 


corridor—yet it is asking, brazenly, for 
more federal subsidies to cope. Such cus- 
tomers might even switch permanently if 
Amtrak can get more of its trains to run on 
time. 

As always, war is good for makers of 
military hardware, and the shares of de- 
fence contractors have been soaring since 
the attack. At a lower level, another weap- 
ons industry is also seeing an uptick: sales 
of handguns are rising, as more people 
want to be able to defend themselves. Air- 
line pilots are lobbying for the right to 
carry handguns in cockpits. 

Some see Hollywood as a big loser 
from the attacks, not least because it has 
had to delay the release of several movies 
with storylines that were too topical for 
comfort. But even this dark cloud has a sil- 
ver lining. A growing number of films and 
Tv shows have been shot abroad in recent 
years: Canada, Australia and Britain all of- 
fer lower production costs than America. 
Since September 11th, however, entertain- 
ment bosses and actors have grown un- 
easy about the thought of spending time 
away from home, and the risk of being 
stranded. For workers in Los Angeles who 
depend on the entertainment industry, 
such as carpenters, lighting technicians, 
hairdressers and dry-cleaners, the pros- 
pect of film-making coming home is wel- 
come. It is an ill wind... m 
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Need a creative investment bank 


focused on Europe? 
Call in the experts from Commerzbank. 


As the requirements for value-driven investment combine capital markets, sales, trading, and research ¥ 
banking accelerate, you can count on the resource- operations into effective, fully integrated packages — 
fulness, speed and creativity of the Commerzbank drawing on the extensive service capacities of 
Group. specialized units throughout the Group. 


With a clear focus on Europe, Commerzbank delivers Beyond Europe, we concentrate our activities in 
customized financial solutions covering equities, | New York, Singapore, and Tokyo to help clients meet 
bonds, derivatives, and M&A transactions. We their needs in local markets and in Europe. 






aak An integral part of Commerzbank's international experience built up over 130 years is the excellence 


of the Group's research. Both the quality and scope of our research are recognized by policy makers, the business and financial community 
and the press around the world. For more information about Commerzbank's broad research capabilities, just contact us in Frankfurt 
(volkswirtschaft@commerzbank.com), London (comsec@commerzbankib.com), Prague (research@ceme.cz), New York (cbmailbox@cbkna.com), 
Singapore (Fax +65 225 39 43), or Tokyo (cbkjapan@gol.com). Or visit our website: www.commerzbank.com 
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Finance and economics 


Terrorist finances 





Getting to them through their money 


LONDON AND NEW YORK 


President George Bush aims to stop Osama bin Laden, or anyone else, from 


financing terrorism. Easy enough to say 


er FOLLOW the money is a trail to 
the terrorists,” said George Bush, as 
he released a list of 27 alleged customers of 
the global banking industry that he called 
“the financial equivalent of law enforce- 
ment’s most-wanted list”. Among those 
whose accounts President Bush ordered 
frozen on September 24th were Osama bin 
Laden, his al-Qaeda organisation, a hand- 
ful of Islamic charities and an import-ex- 
port company. Yet most terrorist assets are 
outside America (the import-export com- 
pany is based in Hamburg, Germany), and 
no doubt also under disguised names. So 
what are the chances that Mr Bush's edict 
will harm those he has declared war on? 

Not that great, to judge by past efforts to 
track down dirty money, or to stop it cross- 
ing national borders. The assets of a few, 
high-profile individuals, such as the late 
Sani Abacha, once president of Nigeria, 
have been frozen or confiscated. Some 
money generated by criminal activities, 
notably drug trafficking, has been grabbed 
by the authorities. The amounts, though, 
are tiny in comparison with all the world’s 
illicit money. The International Monetary 
Fund reckons that the amount of dirty 
money being washed through the finan- 
cial system is huge: between $500 billion 
and $1.5 trillion a year—equivalent to up to 
5% of gross world product. 

The authorities have certainly tried. In 


America, laws against money laundering 
now consume vast resources at banks, 
which are required to “know your cus- 
tomer” well enough to be sure they are not 
getting their cash from criminal sources, 
and to report to regulators any suspicious 
financial transactions. The OECD’s Finan- 
cial Action Task Force (FATF) has been 
increasingly active in seeking an interna- 
tional response to money laundering. 

The main problem is that in many 
countries—most notably offshore financial 
centres with light regulation and low 
taxes—bank customers are protected by 
privacy and secrecy laws. Political pres- 
sure on these countries has intensified in 
recent years, and sanctions have been 
mooted (though not imposed) against 
countries with particularly unhelpful laws 
or inept enforcement. But this has had a 
limited impact. Banking secrecy is lucra- 
tive for those jurisdictions that practise it. 

When money passes through secretive 
centres, it hard to see where it has come 
from, or where it goes. For foreign banks 
with clients in such centres, knowing the 
customer can be all but impossible—par- 
ticularly given the global network of “cor- 
respondent” banks (see box on next page). 

The methods that terrorists use to move 
money from regions that finance them to 
their target country are often identical to 
those used by criminal gangs. For instance, 
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money-laundering experts say that both 
groups use a technique known as a “star- 
burst”. A deposit of dirty money is made 
in a bank with standing instructions to 
wire it on in small, random fragments to 
hundreds of other bank accounts around 
the world. Tracking down the money thus 
becomes a war of attrition, since getting le- 
gal permission to pursue bank accounts in 
multiple jurisdictions can take years. The 
“boomerang” is another trick: money is 
sent on along arc around the world, before 
returning to the country whence it came. 
En route, it travels through what money 
launderers refer to as “black holes”, mean- 
ing countries that lack the means or the in- 
clination to investigate banks. 

There are, however, some differences 
between money laundering and financing 
terrorism, says Patrick Moulette, head of 
the secretariat at the FATF. The source of 
terrorist money might, for a start, be legal. 
It might come from a wealthy individual, 
or a religious charity. If so, the money 
starts off “clean”, becoming dirty only 
when the terrorist crime is committed later 
on. That makes it far harder for banks to 
spot. As well as scrutinising the origins of 
the money they accept from new custom- 
ers, banks need to make subjective judg- 
ments about the money's likely uses. 

Mr bin Laden’s organisation is a prime 
example of a trend in the financing of ter- 
rorism over the past decade. As state sup- 
port for terrorism has waned, so more has 
come from individuals. Some donate large 
sums, but a lot of funding is believed to 
come from Islamic charities in the Middle 
East, Europe and America. 

Targeting charities is itself fraught with 
difficulty. This week Britain’s Charity 
Commission took the International Is- 
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lamic Relief Organisation, reported to be a » 
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authorities of any cross-border movement 


Correspondent banks of registered charities, saying thatitshows of $10,000 or more—but not of lesser 
The we akest link no sign of functioning as a charity. Butan- amounts. There are many hundreds of 
other investigation into Interpal, or the Pal- thousands of small payments every day. It 
estinian Relief & Development Fund, also would be a small matter to get a non-terro- 
accused of terrorist links, was abandoned rist living in America to open an account 
An easy entry for illicit funds in 1996 after the commission couldfindno on behalf of a terrorist friend. If Mr bin 
ROUAS only recently fingered evidence of a connection. The poor in Laden can recruit 30 people willing to die 
correspondent banking as a weak Muslim countries will be the victims of on his behalf, notes Charles Calomiris, of 
point in the payments chain, through any indiscriminate crackdown on chari- Columbia University, he will have no pro- 
which illicit funds can enter. Earlier this ties. In any case, say anti-terrorism experts, blem getting 100 to open bank accounts. 


year in America, the slackness of corre- 
spondent banking practices—failure to 
vet and block transfers of suspicious 
funds—was made public in Senate com- 
mittee hearings. It embarrassed and 
humbled some of the biggest American 
banks into taking corrective action. 

In Britain, the Financial Services Au- 
thority will have more powers, from 
December 1st, to prosecute negligent 
banks that are used for money launder- 
ing and cannot produce documents to 
show that they went through the 
proper controls. All the same, short of 
putting entire offshore-banking regimes 
beyond the pale, little can be done that 
does not involve, to a considerable de- 
gree, banks trusting in each other's due 
diligence. 

Banks need correspondent banks in 
places where they do not have 
branches, for payments and other fee- 
based services. Diligent banks will vet 
their correspondent banks, in order to 
be confident that payments coming 
from them are sound. However, if the 
correspondent bank relays a payment 
from a third bank, the vetting process is 
weakened. “You can rely only so much 
on the institution you're dealing with: 
there will never be 100% certainty,” 
says John Byrne, senior counsel at the 
American Bankers Association. 

The attacks on September 11th have 
brought into sharper focus the possible 
consequences of negligent correspon- 
dent banking. “Morally, perhaps, banks 
have a new role,” says a European regu- 
lator. Yet, while recognising this, most 
banks and regulators fear that little can 
be done that is not being done already. 

The “know your customer” princi- 
ple applies as much to banks as to end- 
users. Banks have already recognised 
the dangers of dealing with “shell” 
banks-—that is, those without a physical 
presence in any country—and with 
banks in poorly regulated jurisdictions. 
But there is a risk of double jeopardy: 
the more that doubtful banks and bank- 
ing systems are outlawed, the more at- 
tractive they are as an alternative 
network for transferring illicit funds. 
The answer is: keep trying to improve 
the system. “Correspondent banking is 
a risky but legitimate endeavour,” con- 
cludes Mr Byrne. 


charities are likely now to be regarded as 
an old, unsafe mechanism by Mr bin 
Laden’s network. 

For ill-gotten money, the challenges are 
every bit as great for the authorities. Win- 
ning the legal right to look into a bank for 
stolen money can take months, complains 
Martin Kenney, who founded Interclaim, a 
Dublin-based business which tracks down 
lost assets for companies and individuals. 
Because of laws to protect people’s pri- 
vacy, investigators may go to a bank only 
once they have a well-developed case. 

The pressure to change bank-secrecy 
laws will now grow. Fresh ways to crack 
down on terrorist funding will also be 
needed. One, says Mark Pieth, professor of 
criminal law at the University of Basel, 
would be to take aim at what he calls “tax 
optimisation experts”. These people, who 
know how to construct shell companies 
and other structures to hide wealth, also 
introduce their clients as new customers 
for banks. They know far more than do 
bank officials about any new customer’s 
potential links with terrorism or organised 
crime. 

Despite the obstacles, the American 
Treasury’s new Foreign Terrorist Asset 
Tracking Centre, and other bodies, will 
probably find some of the hoard of Mr bin 
Laden and others on Mr Bush’s list. It 
seems that banking details of the hijackers 
of the planes used in the suicide attacks, 
and of other arrested associates, furnish 
the beginnings of an electronic trail that 
leads to accounts in secretive countries. 

International co-operation is the key. 
Even so, Mr bin Laden’s money will be 
salted far and wide. Moreover, there is no 
traceable trail to follow in the kind of tradi- 
tional, trust-based banking known as ha- 
wala that Mr bin Laden may have used ex- 
tensively. Here, Muslim bankers in 
different places make payments on the 
promise that a corresponding payment 
has taken place at another bank—with no 
money necessarily passing into accounts 
that can be linked to the money’s owner. 
In recent years, al-Qaeda has also relied 
more heavily on cash, again with the aim 
that no financial trace be left. In any case, 
its units often finance themselves inde- 
pendently, through crime. 

Where international efforts are un- 
likely to make much progress is in stopping 
small, cross-border money transfers. In 
America, banks are required to notify the 


In the end, only quite small sums of 
money were probably needed by the terro- 
rists to pay for the recent devastation. It is 
also likely that much of this was brought 
across the border as cash. And likely that 
other money was raised in America, un- 
traceable by the authorities, through that 
timeless American tradition: getting a 
credit card and running up debt. = 


Suspicious share dealings 


Cut short 


Was there foreknowledge of the 
attacks? 


NQUIRIES continue into unusual finan- 
cial activity before the attacks on Amer- 
ica on September 11th. Trades under suspi- 
cion include the use of derivatives and the 
short-selling of shares in airlines, insur- 
ance companies and stock indices. With- 
out hard evidence, regulators are wary 
about concluding that the markets were 
manipulated, although European finan- 
cial leaders, including Ernst Welteke, presi- 
dent of Germany’s Bundesbank, have re- 
ferred publicly to signs of suspicious 
market movements. The last thing any- 
body wants is wrongly to credit the con- 
spirators with financial-engineering skills. 
Anecdotal material abounds. For ex- 
ample, one trader on the Chicago Board 
Options Exchange (CBOE) noticed two un- 
usual trades, on August 6th and Septem- 
ber 6th, in options on shares in United Air- »» 


i Hunch before crunch? 
Share prices, August 27th 2001=100 





2001 
Source: Thomson Financial Datastream 






> lines. The client bought a total of 675 put 
options (options to sell shares at a fixed 
price), an unusual size for such an illiquid 
market. After the attacks, United’s share 
price plunged by 40%. That was surely 
time for the client to cash in his options, 
now worth around $750,000. The CBOE 
market-maker, Specialists DPM, has been 
poised to pay out. But nobody has called. 

The trader thinks that the options were 
bought by somebody with foreknowledge 
of the attacks. He reported his suspicions 
to the CBOE on September 12th. If it was 
somebody close to the conspiracy, he may 
have intended to collect his winnings im- 
mediately, but could not because the mar- 
ket was closed. The trader has since heard 
of similar trades in airline and insurance 
stocks on three other American exchanges, 
worth several million dollars. 

In Amsterdam, a firm of options bro- 
kers, 1wB, executed orders to buy put op- 
tions and sell call options on shares in 
KLM, the Dutch flag carrier, on several days 
in the week before September 11th. Two 
weeks later, exercising the options would 
have netted around $1m. Again, this was 
an unusual size for an illiquid stock. The or- 
ders came through a British broker, whose 
name 1wB gave to the Dutch authorities. 

In Germany, Belgium, Switzerland and 
Britain, regulators are looking at similar in- 
cidents. One plausible explanation, if sus- 
picions prove justified, is that somebody 
on the periphery of the conspiracy de- 
cided to take a punt. A less palatable—but 
also less likely—version is that sophisti- 
cated financial dealing was orchestrated 
with the attacks on America, perhaps as 
part of the terrorists’ financing. m 


Wall Street gets back to business 


Greed over fear 


JERSEY CITY 
Wall Street is not a place, rather a state 
of mind 


N A back street in the warehouse dis- 
trict of Queens, across the East River 
from Manhattan, Frank Pastore sells Italian 
sandwiches from his cart to the same cus- 
tomers he once had outside the World 
Trade Centre—that is, members of the big 
commodity exchange known as the New 
York Board of Trade. In Jersey City, across 
the Hudson River west of Manhattan, the 
shoeshine men who plied Merrill Lynch's 
vast trading rooms in the World Financial 
Centre before it was damaged in the at- 
tacks on September 11th have seamlessly 
relocated to Merrill’s back-up facility. 
Sandwiches and shoeshines may not 
be a formal part of Wall Street's disaster-re- 
lief plans, any more than the copier, fax 





Relo Man 


and computer sales and delivery men 
who have found their way to the tempo- 
rary reception desks at Lehman Brothers, 
upstairs from Merrill Lynch. But all these 
people are helping to restore the securities 
industry to a semblance of what it was. 

The reconstruction efforts are varia- 
tions on a theme. At Lehman, thousands 
stare at computer monitors, undistracted 
as men wearing shirts with “Lehman Relo 
Team” on the back install new equipment 
from Cisco, Avaya and Lucent; a friendly, 
bomb-sniffing dog called Boris, newly lib- 
erated from New York's city courts, checks 
packages. The New York Board of Trade 
makes do more modestly. It operates out 
of a spartan building run by Comdisco, a 
“disaster-relief” company which, as it hap- 
pens, recently went bankrupt. Other ten- 
ants are J.P. Morgan Chase and Royal Bank 
of Canada. The Board of Trade first rented 
space after the World Trade Centre was 
bombed in 1993, and the annual $300,000 
in rent each year once made members 
wince. No other exchange, not even the 
New York Stock Exchange, had a back-up 
facility; conveniently enough, no other 
was destroyed. 

The relocation efforts cannot come fast 
enough. Trading volumes in stocks, bonds 
and futures have been at levels to stretch 
systems even had they not been damaged 
by the attacks. Still, the volumes have a 
wonderfully salutary effect. One big in- 
vestment bank admits to having its best 
week in at least half a year. Traders at the 
Board of Trade echo that. Even investment 
banking is looking up—perhaps not for 
long, if poor second-quarter results for 
most are anything to go by. Lehman 
Brothers has underwritten two huge debt 
issues for GE, as well as a big issue for 
Campbell Soup. It has also advised on sev- 
eral acquisitions. Merrill has underwritten 
the first equity financing since the disaster, 


for Allied Capital, a private-equity firm. It 
even floated a bond offering for American 
Airlines at the hardest time possible. 

It would be a stretch to suggest that the 
New York financial markets have, in any 
full sense, recovered. The emotional dev- 
astation is great. In the afternoons, staff 
numbers thin as people slip out for memo- 
rial services in Connecticut, New Jersey 
and New York. Even the most focused staff, 
their colleagues say, are found staring into 
space. The biggest firms have provided 
counselling services for their staff. 

Operating conditions are far from ideal. 
There is only one trading pit at the reconsti- 
tuted Board of Trade, so each commodity 
may be traded for just 1'2 hours each day. 
Few, if any, businesses in and around New 
York have escaped trouble with telephone 
and Internet connections. More than 20m 
square feet of New York’s best office space 
has been destroyed; new leases are being 
signed daily, but there are inevitable bot- 
tlenecks. Even the tiniest rooms have mul- 
tiple tenants. Tom Davis, president of Mer- 
rill Lynch's institutional business, shares a 
Jersey City office with three people from 
the fixed-income department and two sec- 
retaries. Reflecting the mood of the mo- 
ment, Mr Davis says, “no one is complain- 
ing.” Atleast notto him. # 


World stockmarkets 
Cheap, but not 
cheerful 


War? Recession? Investors have battle 
fatigue 


Yee one week in which the Dow 
Jones Industrial Average fell by its big- 
gest amount (14%) since 1933, the dread of 
war seemed forgotten by the markets in 
the next. Oil prices slipped sharply, 
suggesting greater concern about recession 
than about the disrupting effects of con- 
flict. For American equity investors, on the 
other hand, little seems to shock any more. 
Once, share prices were marked savagely 
down whenever a company came out 
with bad news. But when AOL Time War- 
ner sharply lowered its growth prospects 
on September 24th, because of a slump in 
advertising, its shares hardly budged. Ap- 
palling consumer-confidence figures the 
next day also elicited a jaded response. 
That’s progress, of sorts. 

America’s broader indices have fallen 
by over one-third from their peaks. They 
have only to fall by another 10% or so for 
them to be no more highly valued, in terms 
of price/earnings (p/e) ratios, than they 
were after the crash of October 1987. The 
problem, now, is what analysts call earn- 


ings “compression”: the danger that future >» 


~The Economist September 29th 2001 
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> earnings will fall by more than expected, Terrorism and insurance 


sO pumping up p/e ratios again. Much rests 
on whether the consumer, atop his pinna- 
cle of housing and credit-card debt, will 
keep up spending. There is also the danger 
of forced selling, by investors having to 
meet margin calls or redemptions. 

European stockmarkets have fallen fur- 
ther than have American ones in the past 
couple of weeks (see chart), and by about 
two-fifths from their collective peak—a de- 
cline equalled only once before in the past 
half-century. Morgan Stanley says its valu- 
ation model for European equities is as 
good as at its all-time low. At that level, the 
risks of equity investment should be low. 
But so, too, may be the prospect of a strong 
rally, given the harm of an American reces- 
sion to the European economy. 

In Japan, share prices followed Amer- 
ica’s down after the attacks. Local concerns 
remain. The yen has failed to weaken by 
much, despite unsterilised intervention by 
the central bank. Bank shares suffered big 
losses after the government unveiled an- 
other reform timetable for the economy, 
which failed to address the worsening 
bad-debt problem at the banks. Earnings 
downgrades, coming thick and fast, still 
seem to catch investors out. 

Elsewhere in Asia, though, some shares 
are screamingly cheap, notably in South 
Korea, Taiwan and even Hong Kong. Bear 
in mind that Asia’s crisis began fully four 
years ago. Asian economies and compa- 
nies are now not heavily indebted, unlike 
America’s. Banks are flush with deposits, 
though short of lending prospects. 

At the first sign of an upturn in rich- 
world economies, it is plausible to imag- 
ine, Asia's stockmarkets might soar. Just as 
these markets on the periphery were the 
first to show signs of strain, so they might 
be the first to mark a recovery. 

A sign of stockmarket value in Asia 
used to be when the shares of HsBc, Hong 
Kong's banking giant, yielded more than 
the rate the bank offered on deposits. This 
week, yielding nearly 5%, HsBC’s shares 
do so once again. The bank’s chairman, Sir 
John Bond, says he’s always known what 
todo. m 


i Stabilised, for now 
Share prices, Sept 4th 2001=100 
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Risk’s new 
dimension 


The government asinsurer of last 
resort? 


tS attack on the World Trade Centre 
has changed, perhaps lastingly, percep- 
tions of risk. It was the worst terrorist as- 
sault on American soil, producing the big- 
gest insurance losses in history and the 
highest death toll in any insured event. The 
odds of terrorist attacks may not necessar- 
ily be any higher. But the fear of them cer- 
tainly is. So, too, is the demand for insur- 
ance cover. Good news for insurers? Only 
for the brave few willing to underwrite 
“exotic” risks”—such things as terrorist at- 
tacks or actresses’ legs. But war risks, or the 
risk of nuclear attack, find no takers. In 
most countries, governments are sup- 
posed to pay for the costs of war. 

Immediately after the attacks on Amer- 
ica, cover against terrorist acts became the 
risk that nobody wanted. Insurers imme- 
diately increased airlines’ premiums and 
cut their cover for third-party war and ter- 
rorism liabilities to a maximum of $50m 
per airline, per “event”. Under pressure 
from airlines threatening to ground their 
fleets, European Union governments 
agreed to provide temporary cover for a 
month, including liability for damage on 
the ground. The American government, 
too, has become the insurer of last resort. 
On September 21st Congress passed an 
emergency act promising to repay Ameri- 
can airlines for the added insurance cost 
over the next 180 days, as well as to cover, 
for the same period, airlines’ war and ter- 
rorist liabilities when they exceed $100m. 

A few insurers now say they will be 
prepared to offer the necessary insurance 
for airlines. American International Group 
(AIG), the country’s biggest insurer, said 
on September 25th that it hopes to be able 
to offer coverage for war and terrorism, for 
up to $1 billion per airline. Yet any coverage 
will come at a high price. Michael Frin- 
quelli at Renaissance Fund Advisors, a 
hedge fund in New York that invests in in- 
surance companies, says that, without 
government involvement, airline premi- 
ums would by now have risen up to ten- 
fold. Even with the government's relief 
package, they will probably triple. 

Should the American government per- 
manently become insurer of last resort? 
Maurice Greenberg, head of arc, and War- 
ren Buffett, chairman of Berkshire Hatha- 
way, an insurance-heavy conglomerate 
facing many claims from the attacks, think 
so. Kenneth Arrow, a Nobel-prize-winning 
economist, argues that incomplete mar- 
kets for risk are one of capitalism’s greatest 





Exotic risks 


failings and advocates government inter- 
vention. But efficient-market purists hold 
out. “There is an accurate rate for terrorist 
risk,” says David Schiff, at Schiff’s Insur- 
ance Observer, a New York newsletter. 

As it is, David Moss of Harvard Univer- 
sity points out, American state govern- 
ments already act as insurers of last resort 
in other areas, through state guaranty 
funds. These funds guarantee policyhold- 
ers’ claims when insurers are insolvent. 
They are generally not financed by premi- 
ums, but are “post-assessment”. That is, 
insurers pay into the state guaranty fund 
after one or more insurance firms in their 
state have gone bust. 

European governments, as well as Is- 
rael, are far more experienced in reinsuring 
man-made as well as natural catastrophes. 
In 1993, after a series of bombings on 
mainland Britain by the Irish Republican 
Army, a government-backed, mutually 
owned company, Pool Re, was set up. 
Insurers collect premiums for terrorist in- 
surance, and the government chips in if 
claims for terrorist attacks exceed the 
pool’s premiums plus reserves. France has 
a State-guaranteed reinsurer, the Caisse 
Centrale de Réassurance. It kicks in when 
private insurers’ losses from policies for 
natural disaster exceed 150% of premiums. 
The Israeli government covers direct losses 
from terrorist attacks, although not for 
business interruption. 

Do insurers need the American govern- 
mentas the ultimate guarantor for terrorist 
risk? They might prefer it to be the ultimate 
guarantor of the stockmarket. The fall in 
equity markets since September 11th has 
knocked more than twice as much off 
insurers’ world stockmarket capitalisation 
as the estimated $30 billion insurance cost 
of the terrorist attacks. m 
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_ invitation to the public for sale of securities to the public. 

- CCI, a 100% undertaking of the Government of india (Gol), is engaged in manufacturing and 
= marketing of cement. Kents was made in respect of CCI to the Board of Industrial and Financia 
- Reconstruction (BIFR) under the Sick Industria! Companies (Special Provisions) Act, 1985 and the 
© BIFR appointed HFC! Ltd. os the operating agency for CCI, Pursuant to BIFR directives, SBI Capital 
_ Markets 11d. (SBICAP), Advisor to IFCI Ltd. invites Expressions of Interest (Fol) for an outright sole of 
-CCl as a whole ot one or more of the individual cement units of CCI with or without some or all of their 
«liabilities. The transaction(s) is/are subject to BIER approval. CCI presently has a total installed 
clinker manufacturing capacity of 4.348 million tonnes per onnum {mtpa) and 3.848 mtpa of cement 
= manufacturing capacity with units spread over different parts of the country as detailed below. | 
: ijo Location installed Capacity (mipal 


semen 

























| 1. Charkhi Dadri Dist. Bhiwani, Haryana 0.174 
2. Mandhor 
Dist. Bilaspur, Chattisgarh 


ey 
et 
XE 


| 7. Adilabad 












Dist. Gulbarga, Karnotoka 
Dist. Adilabad, Andhra Pradesh 


Dist. Neemuch, Madhya Pradesh 
Dist. Neemuch, Madhya Pradesh 


0.40 (cement unit) 
1.00 (cinkerisotion unit 
only} 

0.50 (G) (operations! 
unit) 

0.50 (G) (equipment yet 
to be installed 


?. a} Noyagaon 
b) Nayagaon (New) 



























i} Delhi Unit Okhla Industrial Area, Phase-l, 
New Delhi 


industrial Estate, Bhotinda, Punjab 






ii} Bhatinda Unit 





: (G): Grinding Unit Only 


© website bttp//business.vsal.com/ec. 


2 
Me 


themselves) having: i) 5 years manufacturing experience in ony sector or having o Group company © 
_ with 3 years cement manufacturing experience and ii) Net worth (excluding revaluation reserves) 
__ of  Rs.10 crores for units 1-3 © Rs. 25 crores for units 4-7 © Rs. 50 crores for units 8 and 9 © Rs.100 | 
| : crores for CCI as o whole. Consortiums (incorporated or unincorporated) with the lead of the consortium 


_ meeting the aforementioned criteria are also eligible. 


x 


= the individual cement units of CCI with or without some or all of their liobilitigs, should not have heen © 


- convicted by a Court of Law or indicted/have any adverse order passed against them by any other 
| regulatory authority in ony matter involving a grove offence and/or which casts a doubt on their ability 


- to monoge CCI, Further, such entities and/or their sister concern(s) should not have any charge sheet = 


| against them by any agency of the Gol or any court of low, which involves a matter concerning the 
© security end integrity of India. The final decision in this regard would be taken by the Gol. 
- How to Apply: Interested Parties may request in writing for a Request for Qualification (RFQ 
= document from SBICAP. This advertisement can olso be occessed ot: www.sbicaps.com on 
= www.ifciltd.com. Completed Eols in the format specified in the RFQ document would need to b 
submitted lotest by 1700 hrs (IST) of 12° October 2001 at the following address of SBICAP 


: Ms.Sampa Bhasin Mr.Manish Jain 
E Senior Vice President & Asst. Vice President 


Group Head (MBA & Advisory) (M&A & Advisor) 

SBi Capital Markets Lid. ale SBI Capital Markets Lid. 

202, Moker lower 'E’, Coffe Porade. Markets 202, Maker Tower F’, Cuffe Porade, 
Mumbo: 400 005 Limited Mumba: 400 005 





Phone: 91-22-2187279/ 2189166. Phone: 91-22-2184 704/21 89166, 
a Fox: 91-22-2186367 Fox: 91-22-2186367 
Email: sompa bhasin@lsbicaps.com Email: monish jain Gisbicaps.com 


_ This advertisement does not constitute, and will not be deemed to constitute, any commitment on 


| the part of BIFR or [FCI or SBICAP. it has been provided only by way of information on CCI, Furthermore, © 


$ 


© proposed sale of CCI as a whole or one or more of the individual cement units of CCI. BIFR or IEC 
© oF SBICAP reserve the right to withdraw from the process or any part thereof, to accept or reject any 
© or all offers at any stage of the process and/or modify the process or ony port thereof or to vary terms 
= af any time without assigning any reason whatsoever. No financial obligation will accrue to BIFR o 
= LECI or SBICAP in such an event. Further, BIFR or [FCI or SBICAP shall not be responsible for non-receip 
© of correspondence sent by post/courier/e-mail/fax. 


RABE 








E tte E re nmnesieettings 


< This announcement is neither a prospectus nor an offer/ 


: Dist. KV. Rongoreddy, Andhra Pradesh 


© (CC hos got its Corporate Office at SCOPE Complex, Lodhi Road and Nehru Place, New Delhi and © 
| = marketing offices spread all over Indio. Further details on CC can be accessed at the Company's 


: Fligibility Criteria: Indien companies, Overseas Corporate Bodies (OCBs), foreign companies = 
+ (subject to such foreign companies obtaining all statutory approvals from Gol/FIPB/RBI etc. by 


| | Entities interested in participating in the proposed outright sale of CCI as a whole or one or more of | 





| this advertisement confers neither the right nor an expectation on any party to participate in the = 
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SALE OF TEAK PLANTATION 


HSBC Investment Services (Africa) (Pty) Limited has been [+ 
appointed to sell a controlling interest in the following teak 








_ plantation on behalf of an international financial institution: 


¢ Situated in east Africa 


* Excellent growing conditions for teak, in terms of temperature, 
rainfall and soil requirements 


¢ Total lease area of 28,139 hectares 


¢ Approximately 3,531 hectares planted to Burmese teak 
(Tectona grandis) with an age profile of between eight and 
one years 


¢ Approximately 2,426 hectares available and suitable for the 
establishment of teak, with a planting programme of 
approximately 650 hectares per year in place “tee 


* Potential to acquire rights to an additional 9,000 hectares of 
land suitable for the establishment of teak 


* Thinnings, from age eight onwards, expected to be 
marketed as building poles, telephone poles, transmission 
poles and small sawlogs 


e Yield of some 248.7 m*/hectare expected at age 32 


* Computerised mapping and plantation management system 
recently installed 


* Close to a local town making the local hospital, schools and * 
other services easily accessible 


e Close to railway assisting ease of onward transportation 
° Long-term wildlife and eco-tourism potential on natural 
woodland area of some 22,164 hectares 


The contents of this advertisement have been approved by 
HSBC Investment Bank pic which is regulated in the United 
Kingdom by the Securities and Futures Authority Ltd for the 


_ purposes only of Section 57 of the Financial Services Act 1986. 


Please contact Amanda Markman at HSBC Investment 
Services (Africa) (Pty) Limited for further details: 


Telephone: +27 11 481 4437 
Facsimile: +27 11 646 8459 
E-mail: amanda.markman @ za.hsbcib.com 


Mail: Block C 
HSBC Place 
6-9 Riviera Road 
Houghton 
2198 
South Africa 


HSBC <> 


issued by HSBC investment Services (Africa) (Pty) Limited 












The IMF and the World Bank 
Bribing allies 


WASHINGTON, DC 


The IMF and the World Bank become 
part of America’s anti-terrorist arsenal 


MERICA has lost no time rewarding its 
new allies in the war against terrorism. 

In the past week it has lifted economic 
sanctions on Pakistan and India, resched- 


uled $379m of Pakistan’s bilateral debt, of- 


fered to expand Indonesia's special trade 
preferences and passed a long-delayed 
free-trade agreement with Jordan. More bi- 
lateral help for allies is likely. And, if the 
past is any guide, that will not be all. The 
IMF and the World Bank will also be under 
pressure to increase help for America’s 
new friends and to come down hard on its 
enemies. 

In some cases, that means that efforts at 
economic reform will get a boost. In Pak- 
istan, for instance, a one-year, $596m loan 
programme with the 1mrF is about to end. 
Since the government has made quite 
good economic progress, this loan was 
likely to be followed by another, more con- 
cessionary, loan even before the Septem- 
ber 11th attacks on America. Now, a sec- 
ond loan is certain, and its probable size is 
likely to be far bigger (officials in Islam- 
abad talk of $2.5 billion). 

Pakistan will also probably get more re- 
lief on its $37 billion of external debts, $13 
billion of which is owed to rich-world gov- 
ernments. Until recently, the Paris Club of 
official creditors had discussed only a 
modest rescheduling. Now, big write-offs 
of debt are on the cards. Egypt's official for- 
eign debt was cut in half in 1991, partly asa 
reward for its help in the Gulf war. Jordan, 
another Middle Eastern reformer, may 
also suddenly find the IMF more generous. 
It is in the last year of a three-year, $164m 
loan programme. For a new American 
friend, a sizeable successor loan is assured. 

America’s new allies are not all coun- 
tries trying to pursue sensible economic 
policies. Uzbekistan is a nasty dictatorship 
with scant regard for human rights and no 
interest in economic reform—though it is 
keen on loans from the IMF. Earlier this 
year, the IMF pretty much gave up on the 
place and dropped any resident represen- 
tative. But now that American troops are 
heading for Uzbekistan, the Bretton 
Woods institutions may find it hard to ig- 
nore requests for cash. Indeed, staff at the 
World Bank are already thinking of poten- 
tial projects in Uzbekistan and other cen- 
tral Asian countries—in case they have to 
lend a lot of money fast. 

The 1mF and the World Bank are no 
strangers to lending driven by political 
considerations. Throughout the cold war, 


both organisations were a favourite tool 
for helping useful, if unsavoury, regimes: 
Mobutu’s Zaire, for instance. The history 
of such lending is dismal. Although the 
World Bank may this time find useful 
things to spend the money on—coping 
with large numbers of Afghan refugees for 
instance—much of it is likely to be wasted. 

Using the Fund and the Bank to punish 
potential American enemies is harder, 
since few have any ties with the two insti- 
tutions. The 1MF has had no dealings with 
Afghanistan since 1991 (though that could 
quickly change if the Taliban regime is top- 
pled and another more to America’s liking 
is installed). Sudan is an interesting case 
study. It has long been one of the IMF's 
worst debtors: a few years ago its voting 
rights as a member were suspended, be- 
cause it was so far behind in its repay- 


Pakistan's economy 


What now? 


ISLAMABAD 
Things were looking up 

ENERALS are good for Pakistan's 

economy: it’s official. Since Pervez 

Musharraf seized power in a military 
coup two years ago, the government's 
fiscal deficit has come down, foreign-ex- 
change reserves and exports have stabil- 
ised and, possibly for the first time in 
history, the 1Mr’s lending programme to 
the country is going forward without a 
hitch. A debt junkie of long standing 
(public debt is more than 100% of GDP, 
and foreign debt is about $37 billion), 
Pakistan had begun to reform itself. 

Now that Pakistan finds itself sud- 
denly on the front line of the war against 
terrorism, it is easy to see how reform 
might go awry. Governments are loth to 
insist that fuel prices be increased and 
bureaucracies slimmed even at the best 
of times. In Pakistan's case, normal dis- 
gruntlement could be sharpened by the 
government's fragility during possible 
attacks on neighbouring Afghanistan. 

And austerity has not done the econ- 
omy much tangible good. Growth fell to 
a dismal 2.6% in the fiscal year ending 
June 2001, due mainly to a drought that 
depressed agriculture. Nor has reform 
tempted investors: gross fixed-capital in- 
vestment by the private sector fell in 
nominal terms in the same fiscal year. 
Poverty has been rising. In 1992 some 
20% of Pakistanis could not afford to 
feed themselves adequately; by last year 
that had risen to 30%. 

Now Pakistan faces a possible influx 
of hundreds of thousands of Afghan ref- 
ugees. Add to that a worldwide econ- 
omic slowdown that threatens to crimp 
its exports, making it harder for Pakistan 


Finance and 


ments. Recently, though, Sudan has been 
improving its standing. It could even be eli- 
gible for new loans within a few years. 
Whether that happens depends as much 
on Sudan’s reputation for harbouring ter- 
rorists as on its economic policies. 
Formally, America cannot direct IMF 
policy, since it casts only 17% of the board's 


votes. In practice, it puts huge pressure on ` 


other rich countries to follow its lead. In 
1998, for instance, Croatia was denied an 
IMF loan payment, even though its econ- 
omic policy was deemed sound by the 
technocrats, because it had failed to hand 
over war criminals. But such political deci- 
sions come at a price: they undermine the 
Fund’s credibility as a purely economic in- 
stitution. In recent years, political inter- 
ventions have been mercifully rare. That 
looks about to change. m 





Can't blame the generals for the drought 


to escape its debt trap. Some airlines, in- 
cluding Lufthansa, have even stopped 
flying cargo in and out of the country. 

Mueen Afzal, secretary-general of the 
Finance Ministry, argues that the govern- 
ment is still “totally committed” to re- 
form. Decisions on price increases for 
fuel and electricity have been removed 
from government discretion, although 
there might be scope for delaying a 
planned reduction in gas subsidies to do- 
mestic consumers. Gainsaying IMF offi- 
cials, there is no reason yet, the 
government says, to ask for more lenient 
targets from the IMF. 

The crisis has its bright spots. Amer- 
ica has dropped sanctions related to Pak- 
istan’s nuclear tests in 1998. Next to go 
may be penalties imposed in 1999 for its 
discarding of democracy. Mr Afzal de- 
nies widespread speculation that Pak- 
istan is seeking a write-off of some of its 
bilateral debt. It would, he says, prefer 
additional loans and to build up its for- 
eign-exchange reserves. Pakistan has 
long wanted more open markets from 
the West, particularly for textiles. Now, it 
might even get them. 
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Economics focus Going downhill 
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Many economists reckon the world is sliding into recession. The IMF disagrees 


OME years ago The Economist mischie- 

vously suggested that ıMĪmr stood for 
“Infuriatingly Misleading Forecasts”. In 
fact, the Fund's record is probably no 
worse than most others, dismal as that is. 
However, the 1Mr’s latest forecasts in the 
World Economic Outlook, published this 
week, seem especially complacent. The 
forecast of world GDP growth is 2.6% this 
year and 3.5% in 2002. One big problem is 
that all the forecasts were finalised before 
September 11th. The Fund concedes that 
growth is now likely to be slower, as con- 
fidence weakens, but it remains cau- 
tiously optimistic. 

Comments over the past week from 
Horst Köhler, the 1mMr’s boss, and Anne 
Krueger, his deputy, and by Ken Rogoff, 
its new chief economist, have made clear 
that they still do not expect a world reces- 
sion. There is no precise definition of 
“world recession” (global output has 
risen in every year since the 1930s), but it 
is generally taken to be growth of less 
than 2-2.5%. 

The IMF argues that, given the huge 
uncertainties involved, it is premature to 
quantify the impact of the attack on the 
American and world economies. Fair 
enough. But the uncertainties within the 
IMF seem almost as big as those outside. 
At this week's press conference, Mr Rogoff 
responded to a question by saying that an 
American recession was “a done deal”. 
But he later withdrew the remark, saying 
instead that it was too soon to tell. 

The IMF's forecast of 1.3% growth in 
America in 2001 implies that output will 
be broadly flat in the second half of the 
year. It would not take much to turn that 
into recession. Indeed, recent data sug- 
gests that the economy may have slipped 
into recession even before the terrorist at- 
tack. A majority of economists now ex- 
pect America’s GDP to contract in both 
the third and fourth quarters of this year. 

The big divide among economists is 
no longer over whether there will be a re- 
cession in America, but over how deep it 
will be. A popular argument among opti- 
mists is that a v-shaped recession and re- 
covery—as opposed to a more prolonged 
u-shaped recession—is now more likely, 
thanks to lower interest rates and looser 
fiscal policy. Their conclusion: share 
prices, as well as demand, will soon 
bounce back strongly. 

A v-shaped recession may indeed be 
more likely, but that is mainly because of 
a much sharper downward leg than had 





previously been expected. Even if growth 
bounces back next year, the level of out- 
put at the end of 2002 will probably be 
lower than might have been expected a 
few weeks ago. 

Furthermore, one reason for expecting 
a U-shaped downturn, with a sluggish re- 
covery, was that overcapacity and high 
debt burdens would make firms less 
likely to invest more in response to lower 
interest rates. But a steeper drop in de- 
mand will now make overcapacity 
worse. Meanwhile, the impact of lower 
interest rates on households is being off- 
set by falling share prices. 

America’s broadest share index has 
fallen by almost 40% from its 2000 peak. 
That sounds modest compared with the 
85% plunge in the three years after 1929, 
but the stockmarket plays a bigger role in 
the economy today. The loss of equity 
wealth over the past 18 months is equiva- 
lent to 75% of GDP, a bigger proportionate 
loss than after the 1929 crash. 


No match 

Economists like to draw analogies be- 
tween now and the Gulf war, which also 
helped to push a weakening American 
economy into recession. But there is one 
big difference: unlike today, in 1990-91 Ja- 
pan, the euro area and most emerging 
economies were growing briskly. 

The euro area grew at an annual rate 
of only 0.2% in the second quarter and 
the third quarter looks sluggish, with in- 
dustrial production falling by 1.4% in July. 
Consumer-confidence figures for the 








Netherlands, the first European survey to 
be carried out since the American attacks, 
showed a plunge. Morgan Stanley expects 
the euro area to contract in the fourth 
quarter and to grow only slightly in the 
first quarter of 2002. If so, the euro zone 
will only narrowly escape a recession. 

In contrast, Morgan Stanley now ex- 
pects Japan's economy to contract for four 
consecutive quarters until next spring, 
with Gpr falling by an average of 0.8% 
this year and next. The bank forecasts av- 
erage growth in the rich economies of 
only 1% in 2001 and 2002. Add in the 
many emerging economies that are also 
stumbling and Morgan Stanley reckons 
that global growth will slow to 1.8% this 
year and to 2.1% in 2002. That is well be- 
low the IMF's numbers—and it would 
count as a world recession. 

To be fair to the IMr, its economic 
analysis is stronger than its forecasts. In a 
special section in the Outlook, it explores 
how increased linkages between econo- 
mies through trade, foreign direct invest- 
ment and financial markets have made 
this business cycle more synchronised 
than previous ones. An adverse shock in 
America now has a bigger impact on the 
rest of the world than it did. The synchro- 
nised nature of this downturn, says the 
IMF, has increased the vulnerability of 
the global economy to shocks. 

Another new channel through which 
economic shocks are transmitted be- 
tween economies is business confidence. 
The mF finds that measures of business 
confidence in America and Europe have 
become more synchronised in recent 
years, and by much more than can be ex- 
plained by correlated movements in 
economic activity. European business- 
men seem to pay more attention to Amer- 
ican business confidence. Traditional 
economic models fail to take full account 
of these growing linkages. This partly ex- 
plains why earlier this year the European 
Central Bank underestimated the impact 
of America’s slowdown on the econo- 
mies of the euro area. 

The terrorist attacks increase the risks 
to an already sick world economy, yet 
they may help to avoid a world depres- 
sion. John Makin, an economist at the 
American Enterprise Institute, argues that 
the crisis could encourage overly cautious 
policymakers to cast aside foolish fears 
about inflation and to pursue more ag- 
gressive monetary and fiscal easing. Are 
Japan and Europe listening? m 


ee 


Science and technology 


The environment 


Economic man, cleaner planet 


Shocking as it may seem to most anti-globalists, market forces can help the 
environment. In fits and starts, they are already starting to 


pit HE foresighted utilisation, preserva- 
tion, and/or renewal of forests, wa- 
ters, lands and minerals, for the greatest 
good of the greatest number for the longest 
time.” That, insisted Gifford Pinchot, a 
founder of America’s conservation move- 
ment, should be the proper goal of green- 
ery. Decades after he penned those words, 
his sentiments still inspire. 

Sadly, that is because the world’s ap- 
proach to environmental protection has 
mostly failed to heed Pinchot’s call for 
wise use of resources. Instead, govern- 
ments everywhere have tended to follow a 
heavy-handed “command-and-control” 
approach that sets impossibly lofty envi- 
ronmental goals and requires needlessly 
expensive responses or rigid technological 
fixes. In America, these came in the shape 
of a wave of federal environmental laws 
passed three decades ago, around the time 
of the first Earth Day. Most of the world 
then followed the same path. 

The legacy of this “mandate, regulate 
and litigate” approach is mixed. It is true 
that it has helped to bring about environ- 
mental gains: by most measures, air and 
water in the rich world are cleaner than 
they were three decades ago. Yet, even as 
the actual air has got cleaner, the meta- 
phorical atmosphere has been poisoned 
by the confrontational approach en- 
shrined in such laws. For decades, the pre- 
vailing attitude of governments’ environ: 


mental agencies, especially in America, 
seems mostly to have been one of hostility 
to industry. The resulting policies encour- 
aged litigation and stifled innovation. 

Dan Esty, a professor of environmental 
law at Yale University, says that the laws 
“often looked disapprovingly at human 
activities and economic growth because 
of their harmful pollution side-effects, 
which were thought inescapable...pros- 
pects for further progress on the same path 
are limited.” He has been developing “next 
generation” reforms, which favour incen- 
tive-based, market-oriented policies. 
Greens and anti-globalisers may not like 
this; but the result could hugely improve 
the environment, at much less cost. 


The cost of command-and-control 
Three principal failings of the status quo 
are driving the new green revolution: yes- 
terday's failed ambitions, today’s large 
price tag and tomorrow's even harder tar- 
gets. The command-and-control approach 
has not proved all that effective in curing 
yesterday’s ills. Although air and water 
quality have indeed improved dramati- 
cally, other environmental problems— 
from waste management to hazardous re- 
leases to fisheries depletion—have not. 
Moreover, these top-down laws are in- 
efficient, meaning that even the gains that 
the world has seen have come at a need- 
lessly high price. Typically, the reason for 
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this is that the laws have specified particu- 
lar technological fixes so as to achieve out- 
comes that are pre-ordained, with little 
consideration for local environmental con- 
ditions or for the marginal cost of pollu- 
tion abatement at individual companies. 
Another failing has been that cost-benefit 
analysis, a common-sense tool of econom- 
ics that is suited to environmental matters, 
has not been widely used. Indeed, in 
many cases, America’s Congress has ex- 
pressly, and perversely, forbidden its use 
in environmental policymaking. 

The most glaring example of what can 
go wrong has been America’s Superfund 
scheme, which sought to clean up toxic- 
waste sites through tough federal laws. For 
all the nobility of its aims, Superfund has 
proved bureaucratic, costly and largely in- 
effective. The scheme often set standards 
so high (clean enough for toddlers in a the- 
oretical nursery located on the site to eat 
the dirt, even if the dump was in an indus- 
trial park) that many polluted sites were 
never cleaned up at all. The scheme invited 
litigation: Superfund has cost billions of 
dollars, but over half the cash has lined the 
pockets of lawyers. Worse, according to 
“Superfund’s Future”, a new book from Re- 
sources for the Future (RFF), a Washington- 
based think-tank, the scheme will cost 
America another $14 billion-16 billion 
over the next decade. 

This dirigiste approach to the environ- 
ment is now under attack not only be- 
cause of its past failings but because it is 
woefully inadequate to the task of dealing 
with tomorrow’s environmental pro- 
blems. One reason is society's ever-rising 
expectations: the green goal-posts keep 
moving. Also, scientists now have a better 
understanding of mankind's impact on 
the environment, which often brings to 
light unobvious, complex problems. The » 
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Effects in 2020 of removing subsidies, applying a carbon tax on fuels and a chemical-use tax in OECD countries 
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link between an obscure chemical used in 
hair spray anda hole in the ozone layer, for 
example, or the relationship between car- 
bon dioxide and climate change, are 
harder to understand and to tackle than 
the concerns of three decades ago, when 
Cleveland's filthy Cuyahoga river spec- 
tacularly caught fire. 

Slowly but surely, governments 
around the world are rethinking the com- 
mand-and-control approach. Instead, they 
are tinkering with various types of market- 
based policies, ranging from green taxes to 
tradable permits to pollute. If they stick 
with it, such economic instruments would 
harness the power of the market for the 
sake of the planet’s health. This could 
prove nothing short of a revolution. 


Enter the market 

Market-based greenery differs from the 
conventional sort in that it tries to influ- 
ence behaviour by altering price signals, 
rather than through regulations that spell 
out desired pollution levels or impose par- 
ticular pollution-control technology. The 
great weakness of the conventional ap- 
proach is that it gives companies so little 
leeway in how they meet pollution targets. 
That means they cannot respond to local 
differences, and tends to lock in old tech- 
nologies and stifle innovative approaches 
to improving the environment. 

Robert Stavins, an environmental econ- 
omist at Harvard University, argues that 
market instruments do precisely the oppo- 
site: since it often pays to clean up if a suffi- 
ciently low-cost process or technology can 
be identified, such policies can prove a 
powerful stimulus to both greenery and 
innovation. There are dozens of variations 
on the theme, but Dr Stavins divides mar- 
ket instruments into four broad categories: 
tradable permits, charging systems, cuts in 
government subsidies and the lowering of 
market barriers. 

In a typical tradable permit scheme, a 
government decides upon acceptable lev- 
els of pollution and allocates credits for 
meeting those limits among companies. 


Those that can cut pollution at the lowest 
cost will have spare credits to sell; those 
with high abatement costs can then buy 
from them. Successes to date include the 
trading of chlorofluorocarbons under the 
international Montreal Protocol (designed 
to save the ozone layer) and the use of par- 
ticulates trading in Chile. 

However, it was America that led the 
way. The greatest environmental success 
story of the past decade is probably Amer- 
ica’s sulphur dioxide scheme, aimed at re- 
ducing acid rain. A decade ago, George 
Bush senior introduced this then-contro- 
versial plan, inspired by a trail-blazing 
scheme in Wisconsin, to control and 
“ratchet down” the emission of sulphur di- 
oxide from power plants. The key was the 
introduction of tradable rights, combined 
with a credible threat of punishment for 
non-compliance. This spurred the de- 
velopment of a vibrant market and low- 
ered emissions beyond expectations. An- 
alysts at RFF reckon that, compared with 
doing the same thing using command- 
and-control, it has saved $1 billion a year. 

America may have led with trading, 
butit has been a laggard in other market re- 
forms. When it comes to using green taxes 
and charges to alter the prices of goods 
and services to reflect their environmental 
effects, Europe has generally gone the fur- 
thest. Led by Scandinavia, Europe is em- 
bracing comprehensive reforms that shift 
taxes away from labour to specific envi- 
ronmental harms. 

A report published this week (“Envi- 
ronmentally related taxes in the OECD”) 
argues that this is generally a good trend. 
The O£cp’s researchers conclude that 
there is growing evidence that such green 
taxes actually work. Sweden’s experience 
is telling. In 1991 the country introduced a 
sulphur tax: this led to a drop in the sul- 
phur content of fuels to 50% below legal re- 
quirements, and stimulated power plants 
to invest in abatement technology. Nor- 
way’s carbon tax, also levied in 1991, low- 
ered emissions from power plants by 21%. 

The only unkind word that experts 
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have for such green taxes is that they are 
too often blunted by blanket exemptions 
or rebates granted to heavy industry—an 
example of corporate welfare that is sadly 
too common in the environmental realm. 
The reduction of environmentally 
harmful subsidies is more essential than 
ever. Such subsidies are lavished on every- 
thing from pesticides (to make them cheap 
for farmers) to water (often free for both 
farmers and city-dwellers) to electricity 
(underpriced for almost everybody). The 
OECD reckons that, if its members em- 
braced a carbon-based fuel tax along with 
a tax on chemical use, and eliminated 
harmful subsidies (see chart), it could im- 
prove its environment dramatically for a 
very modest price: less than 1% of one 
year’s GDP. Poor countries would benefit 
even more, since they typically waste even 
more money on damaging subsidies. 

The fourth sort of innovative approach 
involves reducing barriers to the cre- 
ation of new markets. A simple, yet pow- 
erful application of this is to require the 
disclosure of information. Once equipped 
with information on the greenness of 
companies, the argument goes, consumers 
can vote with their wallets. 

Europe has had eco-labelling schemes 
for some time, most notably Germany’s 
Eco-Angel programme. In America, the 
Toxic Release Inventory requires compa- 
nies to publish their emissions of more 
than 350 chemicals. Using these once-ob- 
scure data, “environmental justice” groups 
have created Internet sites into which any- 
body can punch in a postal code and find 
out how dirty the neighbours are. 

The biggest bang may have come with 
Indonesia's “Proper” programme. As in 
most poor countries, local officials there 
had little money to enforce existing pollu- 
tion laws; violation has been the norm. 
With the help of the World Bank, they 
have now designed a five-tiered scheme 
that ranks companies by sector—from gold 
for going beyond compliance to black for 
flagrant violations. They publicly ap- 
plauded the few top rankers, and gave the 
worst offenders six months before their 
names would be made public. Astonish- 
ingly, most of the defaulters have rushed 
to invest in abatement technologies and 
otherwise clean themselves up for fear of 
public censure. The Proper scheme is now 
being adopted by the Philippines and by 
several Latin American countries, 


What about the poor? 
This anecdote also points to something 
else that anti-globalists hate to acknowl- 
edge: that developing countries have the 
most to gain from market reforms in the 
environmental realm. The anti-globalisers, 
by contrast, argue that growth and trade 
are enemies of the environment. 

That may appear true in a wholly static 
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world, where every new factory may well » 
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do some harm. However, the world is any- 
thing but static: each environmental im- 
pact is mitigated by far more powerful 
forces. For a start, trade spurs economic 
growth, which is the ultimate guarantor of 
greater environmental protection: history 
shows that, as people get richer, they begin 
to demand a cleaner environment—and 
can afford to pay for it. What is more, trade 
liberalisation exposes filthy and inefficient 
domestic industries to competition, and 
attracts foreign direct investment; these in 
turn spur investment in newer, and there- 
fore cleaner, technologies. 

Anti-globalists also worry that liberal- 
isation will lead to a “race to the bottom”, 
as poor countries lower their environmen- 
tal standards in a contest to attract foreign 
investment or to set up sweatshops. That is 
wrong, on two counts. First, trade agree- 
ments (and the World Trade Organisation, 
for that matter) do not stop countries from 
pursuing whatever levels of greenery they 
wish; in fact, there is great variation, even 
among countries at comparable levels of 
economic development. Second, as the 
World Bank recently concluded after six 
years of study, “pollution havens—de- 
veloping countries that provide a perma- 
nent home to dirty industries—have failed 
to materialise. Instead, poorer nations and 
communities are acting to reduce pollu- 
tion because they have decided that the 
benefits of abatement outweigh the costs.” 

What is more, history also shows that 
countries that have embraced free trade 
have seen their environments improve 
along with their economies, while those 
that closed their economies have fouled 
their air and water even as their econo- 
mies stagnated. From the Soviet Union to 
China to India, centrally planned or closed 
economies have a pitiful environmental 
legacy that is only now being reversed as 
entire sectors are privatised and opened to 
competition and investment. 


This is especially true in water and 
waste treatment, which have been among 
the first businesses that most poor coun- 
tries have opened up to foreign invest- 
ment. Water infrastructure is so expensive 
that governments have left over a billion 
people without safe water or sewerage. 
Happily, liberalisation has attracted tens 
of billions of dollars in investment to over 
60 developing countries. Some home- 
grown multinationals from developing 
countries are even emerging. 


Of rights and wrongs 
Given such impressive advances, it might 
seem that market forces have already tri- 
umphed. Not quite. In fact, market purists 
are deeply sceptical of even the inroads 
made so far. Jonathan Adler, a professor of 
law at Case Western Reserve University in 
Ohio, reckons that most people who gush 
about economic incentives these days are 
merely “faux market environmentalists”. 
For such market advocates, even the most 
radical reforms proposed by the next-gen- 
eration crowd do not go nearly far enough. 
What they want is a dramatic shift to a pol- 
icy grounded in private property rights. 
Free-market environmentalists argue 
that the incentives and markets created by 
such rights will protect the environment 
better than any amount of government 
meddling. This philosophy hinges on the 
idea that secure property rights create in- 
centives for individuals to be good custodi- 
ans of nature. Private ownership makes it 
possible for green groups such as Ducks 
Unlimited and the Nature Conservancy to 
buy and preserve pristine bits of wilder- 
ness. The assignment of freely tradable 
property rights over water flowing in riv- 
ers has allowed green groups such as Envi- 
ronmental Defence or Oregon Water Trust 
to save endangered fish by buying water 
from farmers on behalf of their aquatic 
friends. 





The absence of property rights often 
leads to a “tragedy of the commons”, with 
users overexploiting an otherwise renew- 
able resource before their unconstrained 
competitors can do so. This is what has 
happened to offshore fisheries. Most of the 
world’s fishing grounds are greatly de- 
pleted by over-fishing. All fishermen 
would benefit in the long-term from a 
thriving fishery. But each acting in his own 
short-term interest will catch as many fish 
as he can. A few path-breaking schemes, in 
New Zealand, Iceland and parts of Amer- 
ica, have assigned fishermen rights to an 
assigned quota (set at a sustainable level), 
and allowed them to trade that quota 
freely. The result: stocks are reviving. 

Such talk makes many traditional envi- 
ronmentalists nervous. Carl Pope, the 
head of the Sierra Club, a big American 
green group, rejects the philosophy of the 
free-market radicals as simplistic. He in- 
sists that free marketeers gloss over a fun- 
damental question: “Who has property 
rights over the commons?” He points to cli- 
mate change, and the thorny question of 
how to allocate and achieve global cuts in 
emissions of carbon dioxide. 

However, even Mr Pope does not reject 
market forces out of hand. He accepts that 
economic incentives can play a part in the 
policy mix: “the dialogue about what we 
should do is a silly one—we should use ev- 
ery possible incentive to help the environ- 
ment.” He argues that markets would not 
help to protect migratory birds that travel 
thousands of kilometres, but acknowl- 
edges that they may help to restore fisher- 
ies. In sum, he would like to have com- 
mand-and-control rules as the main 
course, but sprinkle in a bit of market 
forces for flavour. 

The snag is that the two methods are of- 
ten incompatible and so cannot easily be 
combined. If you impose overly detailed 
regulations, you may make it harder, not 
easier, to harness the market to your ends. 
Dr Adler's rebuttal of such “third way” ar- 
guments is blunt: “It was the fatal conceit 
of socialism, in Hayek's famous phrase, 
that wise government bureaucrats could 
guide society to a better future. Substitut- 
ing red aspirations with green ones does 
not change the undertaking’s essential na- 
ture—or its likelihood of success.” 

Libertarians and deep greens can per- 
haps agree on one thing: whether for good 
or ill, market forces are only just beginning 
to make inroads into green policymaking. 
Dr Stavins cautions that while economic 
instruments may seem all the rage today, 
“this should not leave the impression that 
market-based instruments have replaced, 
or have come anywhere close to replacing, 
the conventional, command-and-control 
approach.” Even if current trends con- 
tinue, it will take a while before the bal- 
ance tilts toward the more innovative ap- 
proach. m 
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REPUBLICA ORIENTAL DEL URUGUAY 


AUCTION OF SPECTRUM RIGHTS OF USE 
FOR MOBILE TELECOMMUNICATION SERVICES 


As part of its on-going telecommunications liberalization process, the Government of Uruguay, 
through its Communication Services Regulatory Agency (URSEC), offers Spectrum Rights of Use 
(SRUs) for mobile communication services. The SRUs will be allocated through an auction that will 
begin on November 26th, 2001. 


The Government's goals for this process are to promote competition in the telecommunication 
markets, to encourage new entry of operators and services, and to provide a platform for alternative 
developing technologies. 


This auction will be a joint auction of spectrum use rights compatible with second (2G) and third 
generation (3G) mobile communication services. The Government is making available 50 MHz in the 
1800 band, 50 MHz in the 1900 band and 30 MHz in the 2100 band. The auction has been designed 
so as to allow participants as much technological flexibility as possible in the use of spectrum 
consistent with well-known band plans: 


American PCS 

European IMT-2000/UMTS/36, including TDD and FDD 
GSM 1800 

Third generation mobile technologies in the "PCS" band 
Third generation mobile technologies in the "GSM" band 


For more information on this process, please visit URSEC's web site: WWW.ursec.gub.uy. 
Application materials must be submitted no later than 17:00 hours (Montevideo time) on 
October 30th, 2001. 
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The Great Depression, one of the 20th century’s worst calamities, brought an 
earlier era of globalisation to an end. Could it happen again? 


UDDENLY the publication of this book 

looks even more pertinent than its au- 
thor or anybody else could have wished. 
“The End of Globalisation” is a study of 
the origins and consequences of the Great 
Depression, set in the context of today’s 
debate about the stresses and strains of 
globalisation. It asks, what do the econ- 
omic and political catastrophes of the 
1930s tell us about the prospects for the 
global economic order at the start of the 
21st century? What are the dangers, and 
what might be the remedies? 

The author, Harold James, a professor 
of history at Princeton University, is an 
eminent scholar in the political economy 
of the period. The breadth and depth of his 
knowledge are apparent throughout the 
book, but never burdensome. The study is 
crisp and comparatively short, intended as 
much for the general reader as for other 
historians. With any luck it will reach 
many of those hoped-for readers. It would 
be hard to think of a better instance of the 
right book on the right subject published 
at the right time. 

Mr James’s main theme is that globali- 
sation cannot be taken for granted: it may 
slow down, or even retreat, as it did with 


The End of Globalisation: Lessons from 
the Great Depression. By Harold James. 
Harvard University Press (June 2001); 270 
pages; $39.95 and £27.50 


such calamitous results in the 1930s. And it 
may do so again now. 

The book disagrees with the view that 
it took the Great War to produce the Great 
Depression. Mr James argues that the in- 
ternational economic order of the late 19th 
century in any case contained severe and 
possibly fatal flaws. These included grow- 
ing demand for trade protection and 
mounting hostility to immigrants. More 
broadly, the author argues, popular expec- 
tations about what states and societies 
might do to soften the impact of economic 
integration had created a burden that poli- 
tics could not support. Mr James does not 
predict a new depression (there are no fat- 
uous forecasts here), but he denies that 
you need a global war to get one. 

What the author could not have antici- 
pated was that today’s frictions include 
not just the protectionism, resentment of 
immigrants, financial fragility and over- 
burdened polities of the late 19th century, 
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but the prospect of war as well. This makes 
the book's examination of the other paral- 
lels, worrying enough in themselves, all 
the more chilling. 

After the Great War, hopes for a new 
spirit of internationalism soared in the 
1920s. Later, after the fragility of interna- 
tional finance had helped to turn a slump 
into the Great Depression, those hopes 
were repudiated: the fears and nationalis- 
tic resentments of the late 19th century re- 
vived in a new and much more virulent 
form. Today, even after years of unparal- 
lelled economic success in the West, simi- 
lar fears and resentments are expressed; 
and now the world contemplates the twin 
spectre of global recession and violent 
conflict leading who knows where. 

The 1930s smashed the Geneva consen- 
sus; will this decade destroy its not-so-dis- 
tant descendant, the Washington consen- 
sus, and with it the idea of international 
economic co-operation? Though it would 
be rash to rule this out, Mr James offers 
some grounds for optimism. 

One resides in, as he writes, “the differ- 
ence between an orderimposed by treaties 
and an order built in sustained reflection 
about appropriate policy—and the gains to 
be derived from it.” In the 1920s interna- 
tionalism was imposed; after the 1960s it 
developed, in the main, spontaneously, 
“as a result of calculations about advan- 
tage”. That seems right, though today’s 
anti-globalists would deny it. In their 
view, the Washington consensus is also 
imposed, selfishly and undemocratically, 
on unwilling victims. If that were true, the 
portents really would be bleak. w 


84 Books and arts 
Napoleon and Wellington 


Fighting words 


The Man who Broke Napoleon’s Codes: The 
Story of George Scovell. By Mark Urban. 
Faber and Faber; 352 pages; £16.99 


Napoleon and Wellington. By Andrew 
Roberts. Weidenfeld & Nicolson; 350 pages; 
£25 


pore no general has received so 
much intelligence about his enemy as 
the Duke of Wellington when he fought 
the Peninsular campaign during the Napo- 
leonic wars. That intelligence began at the 
Spanish frontier, at Irun, where a cobbler 
sat in the doorway of his shop and 
counted the French battalions coming in 
and the survivors going out. All his ob- 
servations reached Wellington, as did 
countless reports from a superbly 
mounted band of exploring officers and a 
myriad of Spanish and Portuguese guerril- 
leros, who made travel for French couriers 
a nightmare. Dispatches were sentin tripli- 
cate because the French knew some would 


British politics 


be captured and, naturally, the documents 
were in code. For a time almost everyone 
in Wellington’s headquarters, from the 
general downwards, turned their hand to 
decoding. One officer, George Scovell, 
made it his speciality, and now Mark Ur- 
ban, the BBC’s diplomatic correspondent, 
recounts Scovell’s exploits in “The Man 
who Broke Napoleon’s Codes”. 

Warfare, espionage and codes are good 
hunting grounds for writers. The problem 
here is that not much is known about Sco- 
vell who, anyway, did not greatly affect the 
course of the war with his successful de- 
cryptions. Mr Urban gallantly attempts to 
Show that Wellington would not have 
fought at Salamanca without reassurances 
gleaned from Scovell’s work, but the claim 
is not convincing. Wellington probably 
knew more of the French dispositions 
than did the writers of the intercepted dis- 
patches. This is not to say the decoded let- 
ters were of no value. But nor is it true to 
say that they were Wellington's chief 
source of intelligence, or, as the book's title 
implies, that it was Scovell alone who 
broke the French codes. There was a secret 
deciphering office in London, a successor 
to the Post Office’s foreign letter office, and 
another code-breaking unit in the Admi- 
ralty, both of which cracked Napoleon’s 


A marriage made in Downing Street 


The Rivals: The Intimate Story of a Politi- 
cal Marriage. By James Naughtie. Fourth Es- 
tate; 368 pages; £16.99 


Win its self-imposed limits, this 
is an admirable book, as well writ- 
ten and well informed as you could 
want from a seasoned journalist and 
presenter of BBC radio’s indispensable 
“Today” programme, a morning current- 
events round-up. But the two limits 
James Naughtie sets himself matter. 
First, Mr Naughtie elects to examine 
British politics through a particular lens: 
the rivalrous relationship between Tony 
Blair and Gordon Brown, his chancellor 
of the exchequer and presumed succes- 
sor. This is indeed the key personal rela- 
tionship of the Blair administration. “We 
have seen nothing like it before,” says Mr 
Naughtie; the two men live “with an in- 
timacy which has caused each of them 
intense anxiety and anger”; their part- 
nership has the intensity of a “mar- 
riage”. And so disproportionately on. If 
you do not believe that Messrs Blair and 
Brown are the most psychologically fas- 
cinating pairing since Victoria and Al- 
bert, Bonnie and Clyde or Gabriel and 


Lucifer, you will not enjoy this book as 
you are intended to. 

Second, Mr Naughtie confesses from 
the start that his is “a story of character 
and power”. In other words, the real- 
world political consequences of the 
Blair-Brown rivalry interest him less 
than the rivalry itself. The book there- 
fore amounts to high-class gossip, well 
recounted but devoid, alas, of the revela- 
tions that have spiced previous books in 
this genre, such as Andrew Rawnsley’s 
“Servants of the People” or Paul Rout- 
ledge’s biography of Mr Brown, which 
contained details of the secret home 
loan to Peter Mandelson, commonly de- 
scribed as the third person in the Blair- 
Brown marriage. 

Admirers of Mr Naughtie may be 
more interested in his prophecy than his 
history-telling. His final, predictive chap- 
ter portrays a chancellor who even after 
New Labour's second election victory is 
“restless and ambitious”, blocked in by a 
prime minister who shows no sign of 
stepping aside. Mr Brown is often spo- 
ken of as the obvious successor, but 
most of the cabinet, Mr Naughtie writes, 
do not want him as an heir. 
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It wasn’t codes that undid him 


codes, as did the bureau noir attached to 
every European government (though the 
Austrians reckoned their best intelligence 
came from the emperor's pillow talk). 
Scovell was at the sharp end of the war 
and unable to draw on expertise from Lon- 
don, and he did well with limited re- 
sources. But he did not do enough to fill a 
book. Mr Urban expands his hero’s 
achievements with some first-class de- 
scriptions of the campaign and its battles, 
but he might have done better to have re- 
membered that patient cobbler in Irun and 
written a book describing the whole intel- 
ligence apparatus available to Wellington. 
There was no cobbler to count the 
French battalions crossing the frontier to- 
wards Brussels in 1815. Napoleon and Wel- 
lington, the premier soldiers of their age, 
were about to meet for the first time, and 
Andrew Roberts, in his “Napoleon and 
Wellington”, reveals that Wellington, at 
least, was aware thatit would be a battle of 
reputations as well as a clash of nations. 
Mr Roberts, for whom this is a first excur- 
sion into the Napoleonic period, hit upon 
the interesting idea of teasing out what the 
two generals thought of each other. 
“Thank God I have met him,” Wellington 
said fervently afterwards. Napoleon, for 
his part, on the morning of Waterloo, fam- 
ously dismissed Wellington as a mere “se- 
poy general”. Mr Roberts convincingly 
shows that this was to boost his marshall’s 
morale and that the emperor had ashrewd 
idea that the duke was indeed his chief ri- 
val, and not just in war. The duke made it 
his business to sleep with at least two of 
the emperor's mistresses and, according to 
one of them, won on that battlefield too. 
The chief triumph of this book is its de- 
piction of Wellington. He remains a great »» 






> general, but is shown to have had feet of 


clay inside those famous boots. Mr Roberts 
sees Wellington’s vanity and unattractive 
lack of generosity in sharing credit for his 
victories, but on the vexed question of 
“who won Waterloo?”—on which so much 
ink has been spilt recently—he is refresh- 
ingly sane. This is a splendid book, never 
less than interesting, sometimes careless 
(it is surprising to be told that the 1807 Dan- 
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ish campaign was designed “to weaken 
the French hold on that country”), but al- 
ways trenchant. It redefines Wellington 
without diminishing his achievements 
and ends by reminding us that it was Na- 
poleon who so forcefully articulated a 
wish that there should be “a European 
code of laws, a European judiciary...one 
people in Europe”. The ogre’s dream is 
coming true. @ 





Anja Silja 


Still making her mark 


The enduring dramatic talent and extraordinary voice of Anja Silja 


T THE start of her career, in the late 
1950s and early 1960s, Anja Silja 
seemed to defy the natural order of things 
where operatic voices are concerned. She 
ranged from the highest coloratura parts, 
such as the Queen of the Night in Mozart's 
“Die Zauberflöte” and Zerbinetta in Rich- 
ard Strauss’s “Ariadne auf Naxos”, to the 
heaviest of dramatic roles, Wagner's Isolde 
and Briinnhilde. Richard Wagner's grand- 
son, Wieland, was her mentor and lover, 
and she became one of the symbols of the 
“new Bayreuth”, where his productions 
helped to change the whole practice of 
staging opera. Critics were entranced by 
her fresh approach to those roles—while 
predicting disaster for her career if she con- 
tinued to use her voice so recklessly. 

Now 40 years on, Ms Silja remains one 
of the most exciting and controversial fig- 
ures in opera. She is currently at London’s 
Royal Opera House in a favourite part of 
hers, the Kostelnicka in Leos Janacek’s “Je- 
nufa” (September 28th-October 19th). Ear- 
lier this year she had great success at Glyn- 
debourne and in New York as the 
300-year-old prima donna in the same 
composer's “Makropoulos Case”. 

Ms Silja was born in Berlin in 1940. Her 
childhood was spent in the home of her 
grandfather, a painter and amateur musi- 
cian with whom she studied voice and pi- 
ano from the age of five. He was, Ms Silja 
remembers, a very dominating personal- 
ity; everyone in the family was frightened 
of him, except her. By the age of 12 she was 
giving concerts, and was not yet 16 when 
she made her stage debut as Rosina in Ros- 
sini’s “Barber of Seville”, at the State The- 
atre in the Lower Saxon town of Bruns- 
wick. “I had a very high voice, I could sing 
an octave above high c, like Yma Sumac,” 
she says. “I've never been afraid of high 
notes, and although I've lost an octave at 
the top, it still helps me now.” 

Ms Silja’s first Bayreuth performance 
was as Senta in “The Flying Dutchman”, at 


the 1960 festival. The late William Mann, 
writing in Opera magazine, declared thatif 
she were to sing the other Wagner soprano 
parts, “she would light those roles with a 
glorious new flame”. That is precisely 
what happened, for between 1961 and 
1967 she added all the major parts. Her per- 
formances as Elisabeth in “Tannhauser” 
and Elsa in “Lohengrin” gained new di- 
mensions from her charismatic acting and 
passionate, fearless vocalism. 

Away from Bayreuth, Wieland Wagner 
directed Ms Silja in two roles with which 
she became especially associated, Richard 
Strauss’s Salome and Alban Berg’s Lulu. 
Her Salome—with a dance of the seven 
veils that revealed her clad in a black-se- 
quinned bikini—caused outrage and rap- 
ture in equal measure, while she brought 
to Lulu a combination of innocence and 
depravity that would surely have pleased 





Fully engaged 





Frank Wedekind, author of the plays on 
which the opera is based. 

Ms Silja’s performances have been 
compared to those of Greta Garbo, a 1930s 
screen idol. This makes Ms Silja laugh, 
though she agrees that it must have some- 
thing to do with her Scandinavian origins 
(her family is of Finnish extraction) and 
what she characterises as a mixture of sad- 
ness and a wish to convey a “secret emo- 
tion”. One of Garbo’s directors, George Cu- 
kor, wrote that she had a way of using “the 
uncensored thought that the actor flashes 
to the audience...She was rather cool, but 
seething underneath.” The description ap- 
plies equally well to Ms Silja. She says that 
singing alone does not interest her; she has 
never attempted Lieder, for instance. She is 
fully committed to the drama. 

It is for this reason that she finds the op- 
eras of Janacek so satisfying. In “Jenufa”, 
she has developed her portrayal of the 
Kostelnicka, a church sextoness who is dri- 
ven to distraction when her stepdaughter 
gives birth to an illegitimate child. “I have 
attempted to show her not as a harsh, 
monstrous person, not at all,” Ms Silja 
says. “But she’s selfish, she thinks first of 
what it all means to her, and of the others 
afterwards. In this opera, as in ‘Makropu- 
los’, Janacek develops the music in the 
most wonderful way for the singer. Some 
of it is almost like a play, but then there 
come lyrical passages. It makes a huge dif- 
ference to sing it in Czech, rather than in 
translation. Still, I'm very glad that I did 
sing ‘Makropulos’ in German first, because 
it helped me to learn every aspect of the 
part, each bit of that complex woman.” 

Like the heroine of “Makropulos”, Ms 
Silja has passed through many stages in 
her life. She lived with Wieland Wagner 
for several years until his unexpected 
death at just 49. At first, she wanted to give 
up performing, and for many years she did 
not sing Wagner. Later she took up with 
the conductor André Cluytens, who also 
died suddenly. In the 1970s, she married 
another conductor, Christoph von Dohna- 
nyi, and they had three children. Although 
they are now divorced their life together 
was contented and they made many joint 
recordings and concert appearances. 

These days Ms Silja tours the world, 
with no permanent home. Her engage- 
ment book is full for the next few years. 
Her commitments include a Schoenberg 
double-bill (“Erwartung” and “Pierrot Lu- 
naire”) with Pierre Boulez; the role—new to 
her—of Judith in Bartok’s “Bluebeard’s 
Castle”; and productions of “Lulu”, “Elek- 
tra” and “Jenufa” around the world. Ms 
Silja says that, off-stage, she is quite a with- 
drawn, shy person. Anyone who has seen 
her vivid and emotionally charged perfor- 
mances may find this hard to believe. But 
she adds that itis this contrast between her 
public and private personas that has made 
her the artist that she is. W 





Art history 
American in Paris 


Painting American. By Annie Cohen-Solal. 
Knopf; 436 pages; $30 


UBTITLED “The Rise of American Art- 

ists: Paris 1867-New York 1948”, this 
lengthy, digressive and intermittently fas- 
cinating book is the work of a French 
writer, teacher and former cultural coun- 
sellor at the French embassy in New York. 

A dedicated student of ideas and peo- 
ple in French high culture in the late 20th 
century, on her return to Paris Ms Cohen- 
Solal wrote a book on Jean-Paul Sartre, 
which has been translated into 16 lan- 
guages. But she had unfinished business 
with American art. Why was it, she asked 
herself, that American painters had taken 
so long to be accepted in Europe? Was the 
idea of what she calls “painting American” 
a private aberration? 

Fired up by this idea, she decided to go 
way, way back in her researches. In 1867 
Paris played host to the world in a huge 
and miscellaneous Universal Exhibition 
of Art and Industry. In this exhibition the 
achievements of the can-do aesthetic of 
American industry were enormously ad- 
mired. But the American art on view tooka 
terrible beating, and was likened by one 
Parisian critic to “a giant bumpkin stum- 
bling around a ballroom”. 

In choosing to start her story with the 
humiliations of 1867, the author took ona 
very long haul. She burrowed in museums 
on both sides of the Atlantic. She studied 
the function of the art school. She unrav- 
elled the politics of art. She laid siege to col- 
lectors, and more than one veteran art 
dealer was glad to see her. 

Along the way, her book took on anew 
character. Though still about the fortunes 
of “painting American”, it came to be more 
and more about “promoting American”. 
When writing about the founders, trust- 
ees, directors and staffs of American muse- 
ums, she is consistently rewarding. With 
collectors, patrons, scholars, top-end deal- 
ers, and (to a lesser extent) the potential of 
the auction house, she has a lot to say and 
keeps the ball bouncing. If she doesn’t al- 
ways find the words to characterise the 
work of the American painters in Paris, 
that may be just as well. 

By the beginning of the French Third 
Republic, as she tells it, there were 3,000 
American artists in Paris. But this is not a 
context in which numbers have much 
meaning. Nor do lists of names convince, 
when there is no indication that Ms Co- 
hen-Solal has actually seen their work. 
That George Healy, Daniel Ridgway 
Knight and Anna Elizabeth Klumpke were 


War criminals 


It’s good to talk 


: The Nazi Elite in Allied 
Hands, 1945. By Richard Overy. Viking; 
650 pages; $32.95. Allen Lane, The Penguin 
Press; £25 


O NCE they are in its grasp, what 
should the world do with the per- 
petrators of unquestionable wicked- 
ness? The victors in the second world 
war faced this question early in 1945. 
Long before Hitler's suicide on April 
30th 1945, his enemies knew that the 
German head of state was evil. But the 
allies were not agreed on the desirability 
of a trial, as Richard Overy demonstra 
in his commentary on an interesting 
new collection of the interrogation docu- 
ments prepared for the Nuremberg trial. 
Winston Churchill wanted 

execution for the leading Nazis. But a 
preference for legal process, by both the 
United States and the Soviet Union (in- 
fluenced, as Mr Overy shows, by its 
show trials of the 1930s) won out. 

Some of the charges were quite pro- 
blematical, and Mr Overy rehearses the 
difficulties with the conspiracy charge. It 
was not clear how sane some of the de- 
fendants were, whether Rudolf Hess’s 
amnesia was feigned or not, and 
whether those accused who were appar- 
ently more co-operative were not hiding 


decent painters who lived in Paris is nei- 
ther here nor there. “Did they bring some- 
thing that was entirely their own?” is the 
question, and most often they didn’t. 


That they loved living in France is be- 


yond question. The author tells us that 
some of those who had followed French 
painters to Pont-Aven in Brittany identi- 
fied with it so strongly that even when 
back home in Massachusetts they still 
sported berets and clogs. And when Fred- 
erick Bridgman won a medal at the Salon 
and received the Legion of Honour, he is 
said to have had the ribbons in question 
sewn into his underclothes. 

Ms Cohen-Solal is at her best when 
mining the private history of the art trade. 
She gives in full the letter in which Paul Du- 
rand-Ruel, the leading Parisian dealer of 
the day, spelled out for an inquirer the ex- 
act location of scores of important French 
paintings that had entered American col- 
lections by 1895. 

She also gives a brisk and truthful ac- 
count of the way in which, in 1939, Pi- 
casso’s “Demoiselles d’Avignon”—argu- 
ably the most famous painting of the 20th 
century—was acquired from Jacques Dou- 


something. Albert Speer, who presided 
over the slave-labour empire of the war 
economy, and whose reputation was 
later debunked by the investigations of 
Matthias Schmidt and Gitta Sereny, was 
treated more leniently than his less ap- 
pealing deputy, Fritz Sauckel, who was 
sentenced to death. 

Their subjects were difficult, and in- 
terrogators sometimes resorted to woo- 
ing them to get information. Hermann 
Goering was surprised, telling one of his 
interrogators: “Captain, you don’t do this 
right. If we’d won... you'd be standing 
up,...you’d have a black and white pris- 
oner’s suit, and there would be two ss 
men standing behind you, sticking you 
in the butt with bayonets.” 

In fact, the documents in this book 
show that on the whole the Allies did it 
the right way. They left a vital precedent, 
which pointed towards recent interna- 
tional successes at The Hague, not only 
in the acceptance of rules of procedure 
and evidence satisfying diverse legal tra- 
ditions, but in the trial and conviction of 
known war criminals. Against every pre- 
diction, the war-crimes tribunal is now 
trying Slobodan Milosevic of Serbia. Is it 
Utopian to think that a similar court 

t be a good place to try the surviv- 
ing perpetrators of September 11th? 


cet, a collector and couturier for the Mu- 
seum of Modern Art in New York. 

What is lacking until page 327 of this 
book is a major painter who is now ac- 
cepted as unmistakably and irreducibly 
American, both in his or her imaginative li- 
neage and in the idiom that eventually re- 
sulted. In that context, Ms Cohen-Solal 
gives her vote in the end to Jackson Pol- 
lock, whose famous antics with a poured 
can of paint she traces back to the Ameri- 
can-Indian bear-dance ritual that Pollock 
(then aged eight) had watched in Jackson- 
ville, California. 

She also places a last-minute side bet 
on Agnes Martin, the loved and admired 
doyenne of Taos, New Mexico. Here, too, 
she reaches back to American-Indian 
times. Martin’s soft-spoken and unem- 
phatic canvases remind the author of “In- 
dian blankets, patiently woven by Pueblo 
women beside their sacred lake, the Great 
Blue Lake, thousands of years ago.” 

Given the quality of both Pollock and 
Agnes Martin and their status as polar op- 
posites, this makes a neat curtain call. But 
how many gifted men and women it 
leaves out! m 


Harvard University 
Master in Public Administration/ 
International Development 

The John F. Kennedy School of Government 


offers an exciting new degree program, 
the MPA in International Development 


Prepare yourself to make 
a difference in the world. 





RIGOROUS AND INTENSIVE, The MPA/ID 
represents a breakthrough in development 
education, combining depth in economics 
training (at the PhD level) with a cross-dis- 
ciplinary approach to solving the most critical 
problems facing the world. 


TAUGHT BY A WORLD-RENOWNED 
FACULTY, including economists Jeffrey Sachs 
and Dani Rodrik, the MPA/ID 

aims to promote sustainable economic 
growth with equity and social justice in an 
interdependent world. 

FOR EXCEPTIONAL, MOTIVATED PEOPLE 
from all over the world with strong math and 
economics backgrounds, the program deepens 
and expands analytical skills through intensive 
course work, Summer internships in inter- 
national settings offer real-world experience. 
Students will develop the tools to become 
leading development analysts and practitioners. 
Our career services staff will help launch 
graduates into rewarding development careers. 








Classes begin in September, 2002. 
Applications are due by January 4, 2002. 
Full and partial scholarships are available. 


For more information, please see our website 
at: http://www.harvard.ksg.edu/mpa-id or 











SCHOOL OF GOVERNMENT 
Office of International Development Programs 
79 John F. Kennedy Street 

Cambridge, MA 02138 

phone: 617-495-2133, fax: 617-495-9671 
e-mail: idprograms@ksg_harvard.edu 














The John F. Kennedy School of Government offers several 
Master's programs designed to meet the distinct professional 
needs of several different types of students. For information 
on other degree program options, please see the school's 
main website: http./www.harvard ksg.edu 
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NOTICE INVITING TENDER FOR WET-LEASE OF AIRCRAFT 






Air India Limited invites offer for wetlease of wide bodied 
aircraft having twin aisle with a capability to carry minimum 
250 pilgrims and capable of operating non-stop flights 
between points in India and Jeddah with a weight per 
passenger of 135 kgs inclusive of baggage for undertaking 
Haj movement - 2002 with aircraft, crew (including cabin 
crew), maintenance, insurance and fuel & oil provided by the 
lessor. 


The period of operation in each phase will be approximately 
32 days. The tentative duration of the two phases of Haj 
2002 are as follows: 


Phase 1: 12th January 2002 to 16th February 2002 
Phase 2: 25th February 2002 to 01st April 2002 


The above dates are subject to changes as per the final dates 
to be advised by Saudi Arabian authorities. 






Approximate number of pilgrims required to be transported 
in 2002, is 31,500 (plus or minus 5%), from the following 
cities: 






City 
Bangalore 4,000 


Chennai 3,000 
Delhi 11,500 
Kolkata 6,000 
Kozhikode 7,000 


Note that B747 aircraft cannot be operated from Kozhikode. 


Who can apply: 


Interested parties meeting following criteria, only need apply: 
A) Scheduled Airlines 

B) Charterers owning their own aircraft 

C) Operators having authority from aircraft owner to deploy 
their aircraft and confirming aircraft availability. 

Preference will be given to owners of aircraft. 





For further details refer to the Tender Document. 


The tender document can be obtained from: 
www.airindia.com 

Or a request can be made to: 
Member- Secretary 

Inter-department Coordination Committee, 

Haj 2002 Operations 

By Sita Telex BOMCBAI 

Fax 91-22-615 6083 


The last date for receiving tenders with complete documentation 
is Monday, October 8th, 2001, 1700 HRS. IST. 





Marcos Perez Jimenez 


Marcos Perez Jimenez, an old-fashioned dictator, died on September 2oth, aged 87 


HEN Marcos Perez Jimenez became 
dictator of Venezuela in 1952 he was 
warmly welcomed into an exclusive circle 
of authoritarian rulers in Latin America. 
Juan Domingo Peron of Argentina was 
probably the best known, if only because 
of the political flair of his actress wife Ev- 
ita. But Peru, the Dominican Republic and 
Nicaragua were also under the thumb of 
leaders united by their distaste for democ- 
racy, while ambitious soldiers in Brazil, 
Colombia, Uruguay and Chile were biding 
their time until they too could seize power. 
One concern of Mr Perez was how best 

to impress fellow dictators and other dis- 
tinguished visitors to his country. The 
Spanish, in their 300 years of rule, had not 
provided the country with much in the 
way of architectural gems. Mr Perez did 
what show-off rulers have done since an- 
tiquity. He set out to give his capital, Cara- 
cas, a look of wealth and power. Today, its 
skyscrapers look a touch dated and the 
marble-lined motorway tunnels seem 
merely vulgar. But in the 1950s the town 
was the smartest sight in South America. 
On a mountain overlooking Caracas Mr 
Perez built the Humboldt, then said to be 
the smartest hotel in the world. Among 
other fantasies, it had a ballroom with a ro- 
tating floor and an ice-skating rink, a rarity 
in the tropics. After the hotel opened in 


1957 it was patronised by the famous, in- 
cluding Fidel Castro when he discarded 
his battledress and took over Cuba. 

There was no shortage of money for 
these extravagances. Venezuela was for 
many years the world’s largest exporter of 
oil. Its reserves, though now depleted, are 
still the largest in the western hemisphere. 
The United States, Venezuela’s best cus- 
tomer for oil, has greatly valued this reli- 
able source just across the way. The Ameri- 
cans overlooked the brutalities of the Perez 
regime, the imprisonment, torture and 
murder of opposition figures, the censor- 
ship of the press and the corruption, which 
allowed the dictator to accumulate a for- 
tune of $250m. President Eisenhower gave 
him a medal, the Legion of Merit. Mr Pe- 
rez—“P.J.” as American diplomats called 
him—must have felt secure with such a 
powerful friend. But the political instabil- 
ity that brought him to power eventually 
did for him too. 


Dominoes and pretty girls 

The idea of democratic government was 
slow to take hold in Venezuela. Not until 
1947, two years after the second world war 
and the defeat of fascism, did the country 
elect a president on a free vote. He lasted 
eight months, replaced by a junta of three 
men, one of them Mr Perez. He was a pro- 
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fessional soldier, having joined the army 
at 17, gradually rising to the rank of lieuten- 
ant-colonel, partly through luck, partly be- 
cause of his mastery of army bureaucracy. 
The junta leader was murdered in 1950, 
some said on the orders of Mr Perez. From 
then on he was the power in Venezuela, 
consolidated in 1952 when he became 
president in an election assumed to have 
been fixed. 

The Venezuelans were told that their 
new leader was a thoughtful man who 
liked to relax over a game of dominoes. But 
stories circulated that what he really liked 
was to organise races at beach picnics be- 
tween pretty girls in swimsuits. Being of 
tubby build Mr Perez declined to take part 
in the races himself but would follow the 
contestants on a motor scooter. There are 
some Venezuelans who like to recall a kin- 
der, if ridiculous, Perez Jimenez, rather 
than the tyrant. Unlike Caracas today, they 
say, it was safe to walk the streets at night 
because of Mr Perez’s system of “con- 
trolled liberty”. But then there are Russians 
nostalgic for Stalin. 

Mr Perez lasted until 1958 when he was 
toppled by another military junta, but one 
that honoured its promise to restore de- 
mocracy. In Venezuela, as in most of Latin 
America, dictatorship has gone out of fash- 
ion. Democracy has survived at least two 
attempted coups and has had lapses into 
corruption, though few to match Mr Pe- 
rez’s. In his rush to get away to exile in the 
United States with his wife and children, 
he left behind a suitcase containing details 
of property and other assets illegally accu- 
mulated in his years in power. 

The Americans were reluctant to send 
him back to Venezuela to face trial for cor- 
ruption, but after five years of court battles 
he was surrendered, the first time a former 
ruler of a foreign country had been extra- 
dited from the United States. In 1963 a Ven- 
ezuelan court sentenced Mr Perez to four 
years in jail. On his release he moved to 
Spain, but Venezuelan politics could not 
entirely getrid of him: his former party, the 
Civic Crusade, could command 10% of the 
vote in parliamentary elections. Mr Perez 
considered standing for president while in 
exile, but the government barred him. 

However, in recent years Venezuela of- 
fered Mr Perez a pardon for his misdeeds, 
which he rejected saying he had done 
nothing to be pardoned for. The United 
Nations has made Venezuela’s Central 
University, a building of fascist-style im- 
mensity, a “world heritage site”. The Hum- 
boldt hotel, which lost its lustre after Mr Pe- 
rez’s departure, is being restored. Dictators, 
say his apologists, are sadly tempted into 
corruption, but they claim that Perez Jime- 
nez was aman of vision who left fine mon- 
uments. By the time of his death the “iron 
man of Venezuela” was, it seems, being 
transformed into an elder statesman. m 
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INSEAD sit 


Competitive Strategy 


Competitive Strategy is a state-of-the-art executive 
education programme designed to give managers 
the means to articulate an effective strategy for 
their business. 
























This challenging workshop will hone your intuition, 
Fontainebleau build on your experience, provide clear concepts, and 
To ONE er equip you with practical tools to turn strategic ideas 
11-14 November 2001 into actions. The practical orientation ensures that 


5-8 November 2001 you will "hit the ground running” when you return to 
your business. 
10-13 November 2002 





This intense 3-day programme, directed by British 
Petroleum Chaired Professor of European 
Competitiveness Karel Cool, will explore the following - 
among other - topics, drawing on cases and best 
practices form a wide variety of industries and firms: 





Creating unique resources and capabilities 
Creating customer value and business growth 
Capturing customer value 
Establishing market dominance 
Managing supply chains 

Competing in winner-take-all-markets 


“The relevance and efficiency of the programme is proving 


very beneficial to my regular strategic-thinking work” 
For further information iri 
olio Manager 


please contact Noemi Guillen NOVARTIS PHARMA 


¥ Telephone: ere 6072 reer tgs Enrichment through Diversity 


or visit our website: Europe Campus Asia Campus 
ee execed.europe@insead.edu execed.asia@insead.edu 
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Templeton College | University of Oxford ha 
The Oxford Advanced 
Management Programme 
16 June — 13 July | 6 October — 7 November 2002 
World Views | Individual Focus 
The Oxford Advanced Management Programme offers Concepts 
senior executives a breadth and focus unique among 
management development programmes. Designed around 
three segments — concepts, contexts and competencies — 
it enables business leaders to examine critical issues at a 2 
global and individual level. ea Qe ; <- 
| Oxford wg i 
The programme presents powerful insights into a rapidly EG s eT Lor 
changing business world; insights enhanced by the (Nal Wer 
geographical and cultural diversity of its participants. nal [ae datas 
Opportunities and challenges are explored within the Gotpetencies | he wae 
wider contexts of science, economics and politics, in 
discussions led by some of Oxford University’s world- The Oxford Advanced Management Programme 
renowned experts in these fields. provides a toolkit of resources which will sustain 
fast-track careers in a world where change is the 
Sessions build on the traditions of Oxford’s educational only constant. 
philosophy. Designed to support individual learning a 
styles, these include case studies, simulations and group Name 
presentations. Individual tutorials allow participants to Job Title l 
set their own agenda in one-to-one discussions with Company 
carefully matched tutors from Templeton’s faculty. Re ia i Irr EAE 
Address 
The programme is fully residential and the College's self- H - i i Tale 
contained environment — Templeton is set in its own Zip/ Postcode 
wooded parkland just outside the City of Oxford — offers Tel Fax 
an ideal location for learning and reflection away from “ass 
distractions. Email 
Yy 


For further information, please visit www.templeton.ox.ac.uk/amp 


or return the completed coupon to: 


Dorothy Cooke, Templeton College, University of Oxford, Oxford 0X1 5NY, England 
Tel +44 (0)1865 422734, Fax +44 (0)1865 422501, Email amp@templeton.oxford.ac.uk 
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Two ways to 
transform your future 





To transform your future, spend 
2 hours at one of our forthcoming 


INFORMATION EVENINGS 


London 

Tuesday 2 October, 6.15pm 
Monday 5 November, 6.15pm 
Monday 26 November, 6.15pm 
London Business School 

Sussex Place 

Regent's Park, NW1 


Stockholm 
Monday 29th October 2001, 6.00pm 


Grand Hotel. Sodra Blasieholmshamnen & 


Oslo 

Tuesday 30th October 2001, 6.00pm 
Radisson SAS Plaza Hotel, 

Sonja Henies plass 3, N-0134 


Geneva 

Monday 19th November 2001, 6.30pm 
Hotel Des Bergues, 

33 Quai Des Bergues, CH1202 


Paris 
Tuesday 20th November 2001, 6.30pm 


Hotel Inter-Continental, 3 Rue de Castiglione 


Amsterdam 

Wednesday 21st November 2001, 6.30pm 
The Grand Sofitel Demeure, Oudezijds 
Voorburgwal 197 


Munich 
Wednesday 28th November 2001, 6.30pm 


Arabella Sheraton Grand Hotel, Arabellastrasse 6 


Frankfurt 
Thursday 29th November 2001, 6.30pm 


Steigenberger Frankfurter Hof, Am Xaiserplatz 


To reserve your place please contact 


the EMBA Information Officer 


ondon Business School exists to advances eaming 
and research in business and management 
EC28/09/01 
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Studied on a day-release and weekend basis, the Executive 
EXECUTIVE | 


MBA! 


and thorough general management education with the demands of a full-time job 


MBA Programme enables participants to integrate a rigorous 





Around half our students are non-UK nationals, making a truly international learning 
environment and lifelong network. In just two years, students will cover thirteen core 
courses, choose up to eight elective courses from a portfolio of over eighty, participate in 
two international field trips and much, much more. Our students develop managerial 


skills that will prepare them for the challenge of business leadership 


Two schools, two cities. Columbia and 





VA 
| 
q- 


London Business Schools have joined 





COLUMBIA 
BUSINESS 
SCHOOL 


to offer the 20 month EMBA-Global Programme, a new top 
ranked Executive MBA which drives managers on a unique 
route to global leadership. Starting in May 2002, Year One offers concentrated periods 
of 4 to 5 days in a convenient once a month schedule alternating between London and 
New York. In Year Two, students choose 6 electives from a wide array of EMBA-dedicated 
courses offered by both schools, carry out a company project and attend a week 


long International Seminar in Asia. Applications are now being considered. For more 


information, please consult our website or contact us at: 


TENA London 
London NW1 4SA R a 

Tel: +44 (0)20 7706 6859 USI ness 
Fax: +44 (0)20 7724 7/875 


Ém mba Saitrack ondon edu School 
www.london.edu/emba 
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> Taking Charge: Transition Strategies for 
New Business Leaders 
December 9-12, 2001 


rennara 5 


> Agribusiness/Agriceutical Seminar 
January 6-9, 2002 


> Managing Disruptive Innovation to Create 
High-Growth Businesses 
January 15-18, 2002 


> The General Manager Program™ 
Part |: February 3-28, 2002 
Part ll: April 21-May 10, 2002 


> Program for Global Leadership”: 
Developing Managers for a Competitive World 
Part | in Asia: February 24-March 15, 2002 
Part tl at HBS: June 2-21, 2002 


> Strategic Finance for Smaller Businesses 
February 24-March 1, 2002 


> Leading Professional Service Firms 
March 3-9, 2002 | 


> Advanced Management Program 
April 2~May 31, 2002 


ee Changing the Game: Negotiation and Competitive 


Decision Making 
April 14-19, 200 


www.exed.hbs.edu 


For a window into the 
intellectual capital of HBS 
and other expertise from around the world, 


hbsworkingknowledge.hbs.edu 


A TO 


Executive 
P YRA 


Nationally Ranked 
by Business Week 


A Unique Modular Program 


A Global Executive 
Master's Degree 
Program at 
Purdue University 
e Krannert Graduate 


of Management 


rs a distinctive 


+ 
ŞA PURDUE UNIVERSITY 


5» 
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Learning MBA/Master's or DBA/Ph.D. 
popen. No bachelors degree required for the 

(or Master's for DBA) if you have significant work 
experience. No time limits, minimum or maximum. MBA 
usually takes one year, DBA two. Transfer students 
welcome. You will not have to study material you 
already know or do not need. No exams, instead you 
write papers. Learn from successful business 
leaders/authors (many are millionaires). F 
members wanted. Rushmore University, 1-800-662- 
7622, ec@rushmore.edu, www.distancemba.com 


5000 graduates 
chose this MBA- WHY? 


$ www.hwmba.edu 





Hotel Institute Montreux 


* 3 year Bachelor of Science Hospitality Degree 





Switzerland 


* 2.5 year Swiss & US Hospitality Management Diploma 


* 5 month Post - Graduate & professional Diploma * 6 week Certificate Programmes 


15 Avenue des Alpes . 


1820 Montreux. Switzerland , Tel: +41 (0)21 966 46 46 
Fax: +41 (0)21 966 46 00 E-mail: hima him.ch , www.him.ch 


LL.M./Masters 


in INTERNATIONAL & 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


Fi 


ONLINE delivery - Study anytime, anywhere. 


Prestigious Masters in International Taxation (M.1.1) for non-lawyers 


E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme. 


Course Modules include: 


» Principles of International Taxation + Tax Treaties 


» Offshore Financial Centres + Anti-avoidance 


* Trusts and other entities » Transfer Pricing 


= International Tax Planning « E-Commerce Taxation 


* Global Estate Planning & Asset Protection 


HONG KONG 
Michael Foggo 


Tel 
Fax 


hk@®SovereignGroup.com 


+852 2542 1177 
+852 2545 0550 


a St. Thomas University 
School of Law « miami, Florida 


yw more information please contact 
UK. 
Simon Denton William Byrnes 


Te} 
Fax 


U.S.A. 


+44 (0)20 7479 7070 Tek «+1 (305) 474 2460 
+44 (0)20 7439 4436 Fax +1 (305) 474 2469 
uk@SovereignGroup.com  whymes@'SovereignGroup.com 


a. Pd A PALE 
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CERAN LINGUA A 


NTERNATION AL CERAN 


LINGUA 


INTENSIVE RESIDENTIAL LANGUAGE COURSES 


www.ceran.com 


UNIVERSITY DEGREE 


Pr 
GWE: 
n> 
Way, 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your r 
life and work experience. University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken, 
Not Accredited by an agency recognized by the U.S, Secretary of Education. 
Our graduates are recognized for their achievements in business and industry. . 
We will assist you in completing your degree requirements at your own pace 
through home study. 


Since 1976 Send/fax detailed resume for a BRS LOM Gee EVALUATION. 


24,000 Pacific Western University 
Alumni 1210 Auahi Street, Dept. 137, Honolulu, HI 96814-4922, (808) 597-1909 


Worldwide USA CALL: (800) 423-3244, ext. O UK: 0800-960-413, ext. 0 


Fax: (310) 446-5288 e-mail: admissions@pwu-hi.edu http://www.pwu-hi.eduu 


GENEVA 2001 


During the past two decades, the FAME-ICMB Executive 
Courses in Finance have become the benchmark for 
executive training in asset allocation, risk management, 
forecasting and quantitative analysis. 


Ww 
O 
Z 
< 
Z 
LL 
Z 


FAME-ICMB 


The emphasis on practical applications and our 
renowned international faculty ensure that participants 
build skills that are directly applicable to their daily work 
environment. 


u) 
uJ 
u) 
Œ 
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Salih Neftci October 8 — 12 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


— 
= 


David Cox October 29 — November 2 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


Th. Schneeweis and G. Beliossi November 5-9 
ALTERNATIVE INVESTMENTS 


INTERNATIONAL CENTER FOR 
TINAMCIAL ASSET MANAGEMENT AND ENGINEERING 


To register and obtain our detailed brochure, 
please contact: 

Fabienne Scagliola or Béatrice Candolifi 
FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel: +41-22/731 95 55, Fax: +41-22/731 95 75 
E-mail: geneva-courses@fame.ch 
www.fame.ch 





9% Appointments 


The University of Nottingham 


SCHOOL OF ECONOMICS 


Professor of Economics 


As a result of continued expansion and the award of £3m in Programme 
funding from The Leverhulme Trust, the School of Economics will make 
a series of new appointments. The School was rated 5A in the 1996 
Research Assessment Exercise and scored 24 out of 24 in the recent 
QAA review of teaching. It presently has 40 active researchers with 
strengths in economic theory, applied economics and econometrics. 


The School has a newly established Chair, funded by The Leverhulme 
Trust. Applications are invited from candidates with research interests 
that map into the research agenda of the Leverhulme Centre for 
Research on Globalisation and Economic Policy. The Centre presently 
has researchers working in International Trade, Foreign Direct 
Investment, International Public Policy, Trade and Labour Market 
Adjustment. Applications are invited from both theoretical and applied 
economists. 


Salary will be within the professorial range, minimum £41,500 pa. This 
post is available from 1 April 2002 or as soon as possible thereafter 
and will be eligible for a reduced teaching load for the first five years. 


Further information on the School and Leverhulme Centre is available 
on the WWW at: http://www.nottingham.ac.uk/economics. 


Further details and application forms are available on the WWW at: 
http://www.nottingham.ac.uk/personnel or from the Personnel Office, 
Highfield House, The University of Nottingham, University Park, 
Nottingham NG7 2RD. Tel: 0115 951 3266. Fax: 0115 951 5205. 
Email: Personnel.Applications@Nottingham.ac.uk. 

Please quote ref. MCM/169. Closing date: 22 October 2001. 
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MBA - distance learning 


* MASTER IN BUSINESS 
ADMINISTRATION 

* NATIONALLY ACCREDITED (AMERICAN) 

* NO CLASS ROOMS — STUDY FROM 
WHERE EVER YOU ARE IN THE WORLD 

* NO SEMESTERS — START YOUR 
PROGRAM 
TODAY — 12 WEEK COURSES 

* E-GLOBAL LIBRARY 

* SERVING 50 000 STUDENTS 
WORLDWIDE 

AZALIAH GLOBAL EDUCATION GROUP 

20 000 graduates since 1990 


091 505 8831168 www. azaliah.net 
18008015980 (in US) contact us: info@azaliah.net 


INVITING GLOBAL PARTNERS 


European School of Econom 


STILL 
ENROLLING 
for Septernber 
2001 





# BA(Hons) Int. Business 


www.eselondon.ac.uk / 
info@eselondon.ac.uk 





THE OFFICIAL MBA FAIRS 


All top MBA Schools visiting 27 cities in 20 countries 


MBA topmba.com 


rou 
oy 


| South America | Europe | US & Asia Pacific | 


Meet representatives from 200+ leading schools: 


inc. | Wharton | INSEAD | Harvard | Chicago | LBS |Colombia | Tuck | 


for venues and registration 


For more information email - mbatour@topcareers.net - tell a friend! 





s Certificate Programmes (3 months) 










THE UNIVERSITY OF HONG KONG 


The University of Hong Kong is a leading international 
comprehensive research university in the Asia-Pacific 
region, with more than 100 teaching departments and 
sub-divisions of studies and learning, and more than 
60 research institutes and centres. There is currently an 
enrolment of more than 17,000 students (6,500 at 
postgraduate level). Research students are from more than 
48 countries. The medium of instruction is English. The 
University is committed to its vision of globalisation, 
together with excellence in scholarship and research. 


Associate Professor 
in the School of Business 


Applications are invited for appointment as Associate 
Professor (in the grade of Senior Lecturer) in all fields, such 
as Accounting, Finance, Management Information System, 
Human Resource Management, Management of 
Organisations, Marketing, Strategic Management, Business 
Studies areas in the School of Business (RF-2001/2002-67), 
tenable from 1 January 2002 or as soon as possible 
thereafter. The appointment will initially be made on a 
two- to three-year fixed-term basis, with a possibility of 
renewal, 


Applicants should have a PhD degree, be able to 
demonstrate potential for research excellence, and have a 
successful record of research and teaching. For 
professional disciplines, a recognised professional 
qualification is required. The appointee should be an 
established scholar with top-tier publications and good 
teaching skills, and is expected to strengthen research 
activities in the School and supervise doctoral students. 


Applicants should state clearly on the application form 
their field. Applicants who had submitted applications for 
the exercise RF-1999/2000-297 in July 2000 need not re-apply. 


Annual salary [attracting 15% (taxable) terminal 
gratuity] for an Associate Professor (in the grade of 
Senior Lecturer) is on a 9-point scale, with starting 
salary depending on qualifications and experience: 
HK$904,140 - HK$1,214,580 (£80,138 - £107,640; Sterling 
equivalents as at 4 September 2001). 


At current rates, salaries tax will not exceed 15% of gross 
income. The appointment carries leave, medical and 
dental benefits, and where appropriate, a taxable financial 
subsidy under the Home Financing Scheme for 
reimbursing either the actual rental payment or the 
mortgage repayment up to the relevant maximum 
entitlement. An allowance for children’s education in 
Hong Kong may be offered. 


Further particulars and application forms can be 
obtained at http://www.hku.hk/apptunit/ or from the 
Appointments Unit (Senior), Registry, The University of 
Hong Kong, Hong Kong (Fax (852) 2540 6735 or 2559 2058: 
E-mail: apptunit@reg.hku.hk). Closes 10 October 2001. 


The University is an equal opportunity employer and 
enjoys a smoke-free environment 
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SENIOR TECHNICAL OFFICER, 
HEALTH ECONOMICS 


Family Health International (FHI), an international NGO committed to HIV/AIDS 
prevention and care, seeks a Sr. Technical Officer, Health Economics, to 
analyze costs & effectiveness of prevention & care activities & improve 
economic resource allocation for scaling up the reduction of HIV transmission 
& the mitigation of its societal impact. Ph.D. or Master's degree & 5 yrs exp in 
health care finance, health economics, or related public health field, including 
experience w/int'l development programs in policy or resource allocation work 
required. Fluency in French or Spanish preferred. FHI offers competitive 
salary & benefits. 


Please send cover letter, indicating position title, salary req, & resume to: 
FHI/Human Resources (ECON/HE), 2101 Wilson Blvd., #700, Arlington, VA 
22201: e-mail humanresources @fhi.org; or FAX (703) 516-9781. NO PHONE 
CALLS PLEASE. AA/EOE/M/F/V/D. 


A career in the heart of Europe 





European 
Investment 
Bank 





INTERNATIONAL DEVELOPMENT LAW INSTITUTE 
INSTITUT INTERNATIONAL DE DROIT DU DEVELOPPEMENT 


Seeks to recruit 


HEAD OF ADMINISTRATION & FINANCE 


AADLI 


IDLI is an international intergovernmental organization providing legal training and technical 
assistance throughout the developing world and Central and Eastern Europe/NIS. 

IDLI's international staff of approximately 60 is located in Rome and Sydney, 

Under the supervision/direction of the Deputy Director General, the Head of Administration & 
Finance will be expected to oversee the running of all support services, including Administration, 
Finance, Participant Operations, General Services and Information Technology, 


Qualifications and experience: Strong academic background in business related studies, international 
schooling desirable; 10 years of professional experience in related fields; Fluent English essential, 
working knowledge of French/Italian desirable, 

Salary range: according to qualifications and experience. 

Duration: Permanent staff appointment with one year probation. 

Duty station: Rome, Italy Entry on duty: as soon as available. 

Applications should be submitted in writing by fax (No, 06.678.19.46) or by e-mail 
(adehlin@idli.org) to the attention of Ms. Ann Dehlin, Administrative Officer 
Reference: www.idiiorg 
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The EIB, the financial institution of the European Union, is currently seeking for its Operational Support and Administration 
Department (OPSA)/Information Systems and Reporting Division - Western European Directorate - General 
Directorate for Lending Operations in Luxembourg a (m/f): 


Facilitator/Information Technology 
and Statistics 


The OPSA Department provides coordination support and common services for three operational directorates. Its Information Systems and 
Reporting Division is responsible for all back-up with regard to IT tools, statistical follow-up and project monitoring policy. 


This se will initially be subject to a fixed-term contract of three years, which may possibly be extended or 
renewed. 


Working under the supervision of the Head of division, the successful candidate will be responsible for: 
© Assisting loan officers in the use of loan databases and similar tools. e Checking the validation and consistency of information stored in 
the databases. * Formulating individual Business Objects or SQL queries, vetting automated queries and drawing up statistics 
systematically or upon request. * Participating in the introduction of new IT products: identifying functionalities in accordance with user 
requirements, monitoring developments and testing applications. 


Qualifications: * University degree with specialisation in one of the following subjects: economics/finance, statistics or information 
technology, and familiarity with the other fields. © In-depth knowledge of Business Objects and SQL databases and query tools. 
e Willingness to come rapidly to grips with other existing or future applications in the Directorate General for Lending Operations. 


© Good command of English and French. Knowledge of other Community languages would be an advantage. 


Skills: + Aptitude for planning, coordination and organisation. + Thorough and conscientious approach. * Ability to work rapidly and 
s pmi pressure, mainly on an independent basis within a team. * Sound communication and interpersonal skills with people from a range 
ot countries. 


Applicants must be nationals of a Member State of the European Union. The EIB offers attractive terms of employment and 
remuneration with a wide range of benefits. It is an Equal Opportunities Employer. 


ph i should include a cover letter quoting the relevant reference number and a curriculum vitae in English or French, 
an sent fo: 


EUROPEAN INVESTMENT BANK, STAFFING DIVISION, Ref.: OPO1ECOO8 
L-2950 LUXEMBOURG. FAX + 352 4379 2545. E-mail: jobs@eib.org 


Applications will be treated in strictest confidence. They will not be returned. Personal data are protected by Community Regulation. 
For further particulars about the EIB, its remits and how it operates, visit the EIB’s website : http://www.eib.org 
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European Agency for Reconstruction 





The European Agency for Reconstruction, with its Headquarters in Thessaloniki and Operational Centres in Pristina, Belgrade and Podgorica, is the 
implementing body for reconstruction programmes funded by the European Union in the Federal Republic of Yugoslavia. 


We are looking for experts, who must have 
* the citizenship of one of the Member States of the European Union, 
* fluency in written and spoken English, and 
* preferably some experience of working in the Balkans and/or post-conflict or transition situations, 
and to whom we typically offer an 18-months Temporary Agent contract (with the possibility of renewal) and a competitive salary package. 


Furthermore: Applicants should be able to think laterally and have an ability to prioritise and identify comparative advantages. Applicants need to be team 
players with good interpersonal and negotiating skills. It is important that the applicant is able to work quickly against tight time constraints and be very 
adaptable and flexible in his/her approach. Apart from fluency in English, knowledge of other EU and local languages would be an advantage. 


PROGRAMME MANAGER: SOLID WASTE & ENVIRONMENT 
(Ref No: PRI 019/TA) 


The programme manager will lead the Agency's Environmental programme in Pristina/Kosovo. He/She will join a Programme Manager for Water and Waste Water and 
an experienced local task manager. The programme manager will take over the supervision of ongoing projects and amounting to Euro 20 million (“Rehabilitation and 
construction of waste disposal sites, Institutional building programme for waste utilities and public awareness, Supervision of construction works, Back-log waste clean- 
up campaign, Supply of waste collection and disposal equipment”). 


Tasks: Acting under the guidance of the Agency's Head of Operations Division for Kosovo, the programme manager's duties include: preparation of sector strategies, 
identification of projects to be funded, drawing up the terms of reference for tenders and contracts, participation in tender evaluation committees, taking all necessary 
trouble-shooting actions to ensure project progress is in accord with targets set, as well as participation in the planning and management of new assistance programmes. 
The programme manager will render full co-operation to monitors, evaluators and others in the Agency with regard to fulfilment of their respective institutional tasks. In 
carrying out their duties, programme managers are frequently required to work as part of wider multidisciplinary teams. 


Job Profile: See general introduction. 
Other specific requirements are: 


* University degree or higher education certificate, preferably related to the subject. 
* Minimum of ten years of professional experience in solid waste (environmental) management. 
* Proven track record in project management, project facilitator and monitoring including at least two years in a transitional or developing country context. 


It would be an advantage to have: 
* Practical knowledge and experience in the field of solid waste management policy and planning in transition or developing economies 
* Experience in the field of institutional building programmes for waste collection utilities. 
* Good knowledge of procurement and general contracting rules and procedures (knowledge of EC rules and procedures would be an advantage); 
* Computer skills, including EXCEL, WORD and other software: 
* Previous work experience in Kosovo. 


PROGRAMME MANAGER: PUBLIC ADMINISTRATION REFORM 
(Ref No: THE 006/TA) 


The programme manager will lead the Agency’s Public Administration Reform Programme in one of the operational centres. 


Tasks: Under the guidance of the Agency's Head of Operations Division, the programme manager will provide professional advice to the Agency on this part of the 
substantial EC assistance package. He/She will render full co-operation to monitors, evaluators and others in the Agency with regard to the fulfilment of their respective 
institutional tasks. He/She will also be responsible for all the main phases of project design and implementation in this field, but will also be required to work as part of a 
wider multidisciplinary team, 


Specific tasks will include: 
* Assessing needs and designing projects in the sector 
* Preparation of a detailed strategy paper and financing proposals 
* Drawing up terms of reference for tenders and contracts, strategy documents and reports as well as short term technical assistants who may be required to 
produce the strategy and other documentation 
* Appraisal of contractors’ reports, approval of payments and preparation of contract amendments 
* Drafting reports and commenting on consultants’ reports 
* Progress chasing, supervising and trouble shooting to ensure project progress in accordance with targets set 
* Chairing steering committees and ensuring co-ordination between the existing EC programmes in the sector 
* Maintaining a dialogue with the authorities and the local public institutions, beneficiaries and other donors active in this field 
* Representing the Agency at meetings, including donor co-ordination 


see top of next page 
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¢ Undertaking field visits to monitor project progress 
Job Profile: See general introduction. 


Other specific requirements are: 
¢ University degree or higher education certificate, preferably in law 
* Minimum of 8-10 years of relevant work experience, which should include at least 6 years in the sphere of legal and public administration reforms specifically 
with respect to EU standards, approximation and harmonisation programmes 
* Including at least two years in a transition country (preferably in a pre-adhesion country) 
* Proven track record in project management, monitoring and financial systems 


It would be an advantage to have: 
* Practical knowledge of procurement and general contracting rules and procedures (in particular of EC rules and procedures) 
+ Computer skills, including EXCEL, WORD and other software 


PROGRAMME MANAGER: CIVIL SOCIETY 
(Ref No: THE 007/TA) 


The programme manager will lead the Agency's Civil society programme in one of the operational centres. 


Tasks: Under the guidance of the Agency's Head of Operations Division, the programme manager will provide professional advice to the Agency on this part of the EC 
assistance package. He/She will render full co-operation to monitors, evaluators and others in the Agency with regard to the fulfilment of their respective institutional tasks. 
He/She will also be responsible for all the main phases of project design and implementation in this field, but will also be required to work as part of a wider 
multidisciplinary team. 


Specific tasks will include: 


* Assessing needs and designing projects in the sector 

* Preparation of a detailed strategy paper and financing proposals 

* Drawing up terms of reference for tenders and contracts, strategy documents and reports as well as short term technical assistants who may be required to 
produce the strategy and other documentation 

* Appraisal of contractors’ reports, approval of payments and preparation of contract amendments 

* Drafting reports and commenting on consultants’ reports 

* Progress chasing, supervising and trouble shooting to ensure project progress in accordance with targets set 

* Chairing steering committees and ensuring co-ordination between the existing EC programmes in the sector 

* Maintaining a dialogue with the authorities, NGOs, independent institutions beneficiaries and other donors active in this field 

+ Representing the Agency at meetings, including donor co-ordination and Supervisory Boards of EC-funded programmes in the sector 

* Undertaking field visits to monitor project progress 


Job Profile: See general introduction. 


Other specific requirements are: 
* University degree or higher education certificate, preferably in law 
* Minimum of 8-10 years relevant work experience, which should include work in the civil society, legal and public administration reform and local 
government programmes 
* Including at least two years in a transition country 
* Knowledge of the region and its challenges with respect to democratisation processes (rule of law, public administration and civil society movement in 


particular) 
* Proven track record in project management, monitoring and financial systems 


It would be an advantage to have; 
* Practical knowledge of procurement and general contracting rules and procedures (in particular knowledge of EC rules and procedures) 
+ Computer skills, including EXCEL, WORD and other software 


PROGRAMME MANAGER: ENTERPRISE DEVELOPMENT (Ref No: THE 008/TA) 


The programme manager will work in the Agency's Enterprise Development Sector team. 


Tasks: Acting under the guidance of the Agency's Head of Operations Division in one of the operational centres, the programme manager's duties will include: acting as 
a professional advisor to the Agency, identification of projects, drawing up the terms of reference for tenders and contracts, participation in tender evaluation committees, 
taking all necessary trouble-shooting actions to ensure project progress in accordance with targets set, as well as participation in the planning and management of new 
assistance programmes. 


Specific tasks of the programme manager will include: 
* Assess and prepare the overall programme and the individual project requirements in the enterprise development sector 
* Be in constant contact with government authorities, other implementers and technical assistance teams 
* Represent the Agency at meetings, including donor co-ordination 
* Ensure the maximum participation of key local actors in sector programmes and promote local capacity building 
* Undertake field visits to monitor project progress 
* Participation in the technical and financial evaluation of tenders for supplies, services and works 
see top of next page 


The Economist September 29th 2001 


4 
à 











i 
f 
; 


alive oe 


T= 





Job Profile: See general introduction, 


Other specific requirements are: 
* University degree, preferably a postgraduate degree in economics or business management 
* Minimum of 8-10 years of professional experience, which must include significant experience of economic development in transition economies and working 
experience with international organisations and/or multilateral/bilateral donors 
* Experience with micro-enterprise, SME and industrial credit facilities 
* Knowledge of SME development including support structures at central and local level and business advisory services. 
* Experience with industrial sector diagnostics and institutional strengthening to support privatisation 
* Knowledge of trade and investment issues in transition economies 


It would be an advantage to have: 
* Practical knowledge of procurement and general contracting rules and procedures (in particular knowledge of EC rules and procedures) 
+ Computer skills, including EXCEL, WORD and other software 


PROGRAMME MANAGER: TRANSPORT / INFRASTRUCTURE 
(Ref No: THE 009/TA) 


The programme manager will lead the Agency’s Transport and Infrastructure Sector in one of the operational centres. 


Tasks: Under the guidance of the Agency's Head of Operations Division, the programme manager will provide professional advice to the Agency on this part of the 
substantial EC assistance package. He/She will render full co-operation to monitors, evaluators and others in the Agency with regard to the fulfilment of their respective 
institutional tasks. He/She will also be responsible for all the main phases of project design and implementation in this field, but will also be required to work as part of a 
wider multidisciplinary team. 


Specific tasks will include: 
* Assessing needs and designing projects in this sector 
* Drawing up terms of reference and tender specifications 
* Participating in technical and financial evaluations of tenders 
* Progress chasing and trouble shooting during project implementation (including field visits and inspections) 
* Drafting reports and commenting on consultants’ reports 
* Maintaining a dialogue with the authorities, beneficiaries and other donors active in this field 


Job Profile: See general introduction, 


Other specific requirements are: 
* University degree or higher education certificate in engineering, transport studies or other related discipline 
* Minimum of 8-10 years relevant work experience, which should include work on the rehabilitation of transport facilities and networks 
+ Including at least two years in a transition or developing country 
* Proven track record in project management 


It would be an advantage to have: 
* Practical knowledge of procurement and general contracting rules and procedures (in particular knowledge of EC rules and procedures) 
* Computer skills, including EXCEL, WORD and other software 


f PROGRAMME MANAGER: HOUSING RECONSTRUCTION (Ref No: THE 010/TA) 


The programme manager will lead the Agency's Housing Sector team in one of the operational centres. 


Tasks: Acting under the guidance of the Agency’s Head of Operations Division, the programme manager duties include: acting as professional advisor to the Agency, 
identification of projects, drawing up the terms of reference for tenders and contracts, participation in tender evaluation committees, taking all necessary trouble-shooting 
actions to ensure project progress in accordance with targets set, as well as participation in the planning and management of new assistance programmes. 


Specific tasks of the programme manager will include: 


* Assess and prepare the overall programme and the individual project requirements in the housing sector, especially for reconstruction 
* Be in constant contact with government authorities, NGOs and other implementers, and technical assistance teams 

* Represent the Agency at meetings, including donor co-ordination 

* Ensure the maximum participation of key local actors in housing sector programmes, and promote local capacity building 

* Undertake field visits to monitor project progress 

* Participation in the technical and financial evaluation of tenders for supplies, services and works 


Job Profile: See general introduction. 


Other specific requirements are: 
* University degree, typically in architecture or civil engineering 
* Minimum of 8-10 years of professional experience, which must include significant experience in reconstruction work and preferably direct experience in 
housing reconstruction programmes 
* Including at least two years in a transition or developing country 
* Practical knowledge of procurement and general contracting rules and procedures (knowledge of EC rules and procedures would be an advantage) 


see top of next page 
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* Knowledge of property law in particular related to the resolution of property rights issues and of housing mortgage/loan programmes would be a significant 
advantage 
* Experience in the areas of urban planning and (reconstruction of public buildings would be of added value 


It would be an advantage to have: 
* Practical knowledge of procurement and general contracting rules and procedures (in particular knowledge of EC rules and procedures) 
* Computer skills, including EXCEL, WORD and other software 


PROGRAMME MANAGER: AGRICULTURE & ENVIRONMENTAL PROGRAMME 
(Ref No: THE 011/TA) 


The programme manager will lead the Agency's Agriculture & Environmental programme in one of its operational centres. 


Tasks: Acting under the guidance of the Agency's Head of Operations Division, the programme manager's duties include: preparation of sector strategies, identification of 
projects, drawing up the terms of reference for tenders and contracts, participation in tender evaluation committees, taking all necessary trouble-shooting actions to ensure 
project progress in accordance with targets set, as well as participation in the planning and management of new assistance programmes, The programme manager will render 
full co-operation to monitors, evaluators and others in the Agency with regard to the fulfilment of their respective institutional tasks. In carrying out his/her duties, the 
programme manager will be frequently asked to work as part of a wider multidisciplinary team. 


Job Profile: See general introduction. 


Other specific requirements are: 
* University degree or higher education certificate in agriculture or environment 
* Minimum of 8-10 years of professional experience in agriculture or environment, which must include significant experience of economic development in 
transition economies and working experience with international organisations and/or multilateral/bilateral donors 
* Proven track record in project management, project facilitation and monitoring including at least two years in a transition or developing country 
* Proven knowledge and experience in the field of agriculture and environment management policy, planning and project implementation in transition or 
developing economies 


It would be an advantage to have: 
* Practical knowledge of procurement and general contracting rules and procedures (in particular knowledge of EC rules and procedures) 
* Computer skills, including EXCEL, WORD and other software 


PROJECT MONITORS (Ref No: THE 012/TA) 


The project monitors will join the monitoring team working in the Operations Division in one of the operational centres. 


Tasks: Under the guidance of the Agency's Head of Operations Division, the programme managers will monitor the implementation of projects managed by the Agency 
under the EC’s assistance package. They will also be responsible for signalling early warning of potential problems to allow adjustments to be made with minimal disruption 
and will be required to work as part of a wider multidisciplinary team. 


Specific tasks will include: 
* Keeping track of project progress and implementation 
e Identifying the links between project objectives, outputs and activities 
* Recommending improvement/reinforcement to ensure that solutions to problems already encountered are included in guidelines and procedures 
* Participation in committees evaluating the technical and financial components of tenders 
* Reviewing project terms of reference, scope of works, financial proposals, etc. 
* Reviewing of strategy papers with particular attention to cross cutting issues 
* Producing reports across the spectrum from field visits to final closure 


Job profile: See general introduction. 


Other specific requirements are: 
* University degree 
* Minimum of five years of professional experience in overseas project management particularly in public utilities 
* Including at least two years in a transition or developing country 


It would be an advantage to have: 
* Practical knowledge of procurement and general contracting rules and procedures (in particular knowledge of EC rules and procedures) 
* Computer skills, including EXCEL, WORD and other software 


EXPERT IN PROGRAMMING (Ref No: THE 013/TA) 


The programme manager will lead the Agency's Programming and Co-ordination section in one of the operational centres. 


Tasks: Under the guidance of the Agency's Head of Programming and Co-ordination Division, the programme manager will help to prepare the strategy papers and the 
programmes for the very substantial packages of reconstruction assistance that the Agency will be implementing on behalf of the EC. He/she will also be responsible for 
co-ordination with other donors on the ground. 


see top of next page 


The Economist September 29th 2001 





"ijd UTI ese A STEEN TOO oo) eee "T N E 


Saws 


a Ventilated dt 


i al 


Stee lied Bs At ely ve dive th jie Dan 


Pr 


a SO 


A 





Specific tasks will include: 
* Helping to identify the criteria and key areas of need for reconstruction and transition assistance 
¢ Discussions with officials of the beneficiary authorities and other donors 
* Assisting in the drafting of strategy papers 
* Setting programming guidelines for specific sectors 
* Assisting task managers in drafting programme proposals, including advice/assistance on realistic benchmarking, risk analysis, log frames etc. 
* Editorial responsibility for the overall shape and content of programme proposals 
* Liaising with officials in the European Commission for the presentation of the programme proposals and their passage through the various approval procedures 
* Regular contacts with other major donors and with representatives of the EU Member States 
* Drafting reports and briefing notes 


Job profile: See general introduction. 


Other specific requirements are: 
¢ University degree 
* At least five years relevant work experience 
* Computer skills, including EXCEL, WORD and other software 


INFORMATION AND COMMUNICATION OFFICER (Ref No: THE 014/TA) 


The communication officer will lead the Agency's Information and Communication activities in one of the operational centres. 


Tasks: Under the guidance of the Agency's Head of Information and Communication Unit, the communication officer will assume the responsibility of Agency's 
Spokesperson in one of the operational centres, 


Specific tasks will include: 
* Ensure information coordination on the spot with respective departments of local government, local communities and institutions 
¢ Ensure the internal information flow with the Agency's headquarters 
* Prepare publications and delegation visits 
* Provide business information on the ground 
* Participate in an ongoing proactive/reactive media relations programme 


Job Profile: See general introduction. 


Other specific requirements are: 
* University degree 
* At least five years relevant work experience 
* Strong public relations, communication, reporting, organizational and computer skills 
* Solid field experience in the Balkans and good understanding of the workings of international organisations and financial institutions, particularly those involved 
in development issues 


INTERNATIONAL LAWYER FOR PROCUREMENT AND CONTRACTS 
(Ref No: THE 015/TA) 


The lawyer will work in one of the operational centres. 


Tasks: The expert will work in an international team of lawyers and contract experts within the Agency's Finance Division. She/he will be involved in the everyday work 
of the Agency's reconstruction activities in procurement and contracting issues and will report to the Head of the Contracts and Procurement Unit. The tasks also comprise 
work on legal aspects of project planning and implementation. 


Specific tasks will include: 
¢ Preparation of contracts and solving of related problems 
* Administration of tendering procedures, particularly publication of procurement notices, establishing tender dossiers, organisation of evaluation committees 
* Participation in evaluation committees 
* Development of guidelines and rules for different contract types 
* Advice to Project Managers on legal issues. 


Job Profile: See general introduction. 


Other specific requirements are: 
¢ University degree in law 
* Atleast three years professional experience in contract law and public procurement 
* Specialisation in EU institutional issues, public international law, public administration, FIDIC contracting conditions 
* Good knowledge of the Community's tender procedures would be advantageous 
* Computer skills, including EXCEL, WORD and other software 
* The expert has to be a reliable and responsible personality and has to be able to work flexibly under demanding professional circumstances and in an 
international environment 


see top of next page 
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BUDGET OFFICER (Ref No: THE 016/TA) 


The budget officer will work in one of the operational centres. 


H Tasks: Under the supervision of the Head of the Finance Division, the officer will deal with payments to contractors and administrative expenses. S/he will also monitor 
the financial database and deal with general ledger requirements. 


Specific tasks will include: 
* Stepping in for the Head of Budget Unit in case of his absence 
* Supervising administrative payments and bank transfers done by the Treasury 
Following setting up of the information system and S12 
* Briefing new contractors on financial and contractual requirements and responding to queries of contractors 
* Checking invoices of reimbursable expenses, of fees and direct costs for major contracts 
* Clarification of invoice issues with Programme Managers 
* Preparation of spreadsheets per contract with overview of expenditure 
+ Writing explanatory letters relating to proposed payment to contractors 
* Preparing payment orders 
¢ Financial assessment and monitoring of contractors on the spot at least for one interim per payment per contract and for all final payments 
* Backup for the Treasurer when absent 
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Job Profile: See general introduction. 
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Other specific requirements are: 
* University degree in a finance related field 
* At least five years professional experience in finance and accountancy 
+ Computer skills (including Windows, Excel, Word) 


TREASURY OFFICER (Ref No: THE 017/TA) 


The treasury officer will work in one of the operational centres. 


Tasks: 
* Prepare cash flow projections of the Agency 
* Manage bank accounts including bank reconciliation 
* Prepare payments for administrative and operational expenditure and send them to the banks 4 
>g * Follow-up of the sub-delegation of signatures concerning bank accounts 


Job Profile: See general introduction. 

Other specific requirements are: 
* Diploma in a finance related field 
* At least three years professional working experience in finance and accountancy 
+ Computer skills (including Windows, Excel, Word) 
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SECURITY ASSISTANT (Ref No: THE 018/TA) 


The security assistant will work in one of the Agency's operational centres. $ 


Tasks: l 
The expert will assist the Security Officer of the Agency in providing effective security management, in particular security of personnel, protection of property and À 
safeguarding of information. | 


Specific tasks will include: 
* Assistance in security management of all Agency activities i 
* Follow-up and update of emergency security plans 
* Coordination of VIP visits with local authorities and other security agencies/officials 
* Ensuring that the Agency security rules and procedures be observed 
¢ Support and advice to all staff members with regard to personal security related matters 
* Development of contracts with local and international police and security personnel and surveillance of the political situation under security aspects 
* Supervision and update of VHF network f 


{> =e « 


Job Profile: See general introduction. 


Other specific requirements are: ‘ 
+ Minimum of five years of relevant working experience 
* Knowledge of the European Union or international organisations and of the security situation in the Balkans 
¢ Experience with communication equipment (Motorola) 
* Military service and good computer skills (Microsoft Office, Word, Excel) would be of advantage 


Applications, including a detailed Curriculum Vitae, an e-mail cover note, and indicating the job reference number, should be sent by e-mail only, and in English 

only to: admn @ear.eu.int 

The Agency is an equal opportunity employer and encourages applications from women. 

Applicants will be short-listed on the basis of their CVs, and these candidates will be invited for an interview. 

Deadline for the submission of applications: 14 October 2001 ‘ 
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providing world class research, advice and 
solutions for all issues relating to land transport. 


TRL (Transport Research Laboratory) is an 
internationally recognised centre of excellence | 





These opportunities in our International division require a proven track record in 
development issues and understanding of bilateral and multi-lateral lending institutions 
are going to be key. In a customer facing role you will need excellent communication & 
interpersonal skills as well as boundless enthusiam and a willingness to travel on short & 
long term assignments 


Principal Transport Specialist 


Offering 15-20 years experience on transport issues of the developing world and with a 
Masters or PhD. Experience in economics, policy formulation, rural/urban transport 
planning, institutional, regulatory matters, road investment modelling, knowledge of road 
safety management practice is highly desirable. You will promote our transport expertise 
and make a significant contribution to our international reputation Ref:48/01 


Social Development Specialist 


Experience in Transport sector is favoured, but capability to work with 
multi-disciplinary teams including engineers, economists, planners and safety experts is 
desirable. Ideally with 10-15 years experience of social development in the developing 
world. You will lead our social development capability, develop our expertise in this area 
and be first point of contact for our customers. Knowledge of sustainable livelihoods, 
gender, HIV/AIDS, resettlement, participatory survey techniques and poverty 
assessments are all highly desirable Ref:47/01 


These positions attract a comprehensive benefits package. 


To apply for any of these positions please send your CV and covering letter, quoting 
the relevant reference number, to Fiona Shaw, Human Resources Officer, TRL Limited, 
Old Wokingham Road, Crowthorne, Berkshire, RG45 GAU Or by fax to 01344 770335 
or e-mail to fshaw@tri.co.uk 


Closing date: 12th October 2001 www.trl.co.uk 


“Working together for a better transport future” 
TRL is one of the world’s leading centres 


for transport related research, 
at Mog, g ( ) 
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** WORK IN USA ** Readers are recommended 


195,000 Employment VISAS Available! to make appropriate enquiries and take 
[T_PAOFESSIONALS. ENGINEERS, ARCHITECTS, appropriate advice before sending money, 
ACCOUNTANTS., PHYSICIANS, TEACHERS, ETO.. incurring any expense or entering into a binding 

commitment in relation to an advertisement. The 


TOP Positions, Salaries & Benefits 
Visit us Online for Job Opportunities! liahle to any person for loss or damage incurred 


Affiliates (Recruiters) Needed!! F 4 or suffered as a result of his/her accepting or 


Economist Newspaper Limited shall not be 


ai offering to accept an invitation contained in any 
www.GreenCardSpecialists.com advertisement in the Economist 





JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K +. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: Email: 
USA/Canada +1 202 4781698 cpamerica(@)careerpath.co.uk 
Europe +44 20 75048280 = cpeurope@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia(@bkk.loxinfo.co.th 








DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump on the ladder of 
success. Resume Broadcast International assists you in your professional 
search with the personal contact necessary for success from start to 
finish 24 hours a day, 365 days a year. Opportunity is only a phone call 
away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224 .3306 @ compuserve.com 


Resume ? Resume Broadcast International 









P.O. Box 6930, San Diego, California 92166, USA. 
Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @ compuserve.com 
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Performance Management Executives Guildford, surrey 


£23,000 - £30,000 (depending on experience) plus excellent benefits package 





SEEDA is the Regional Development Agency for Owing to a number of newly created opportunities, we have 3 unique openings for skilled 
the South East, promoting economic prosperity and experienced professionals to join our Performance Management team. 


whilst working in partnership with private, 


public and voluntary sector organisations. Adopting a consultancy and advisory approach, you will liaise closely with SEEDA’s delivery 


Our vision for the future is one in which the 
South East is a World Class Region, one of the 


teams to ensure that project appraisals are effectively undertaken, complying with new DTI 
guidance. You will also be involved in project monitoring and evaluation. 


top 10 regions in Europe, which fully utilises With the entire organisation as your ‘client base’, your opportunity to add real value, 
our formidable business, social, educational, however comes, with your ability to act proactively as a source of expertise on the technical 
cultural and envitonmental strengths to and process aspects of our project appraisal approach which is being developed in order to 
provide enhanced quality of life for all. meet DTI’s harmonised appraisal system. 

The introduction of ‘Single Pot’ funding for all A skilled and adept communicator and influencer, the ideal candidate may come from consultancy 
RDAs from 2002 gives greater flexibility in the or economic development backgrounds. You will be comfortable in working effectively 
use of our resources to achieve our strategic within a multi-disciplinary environment, flexible and encouraging of cross team working. 


objectives. However, with this flexibility comes 
a new demand for more effective appraisal, 
monitoring and evaluation systems, and 
systematic reporting of project progress, 


To succeed in these roles, you will need to draw upon at least 3 years comprehensive 
experience of project and/or programme appraisal and evaluation coupled with a wide 
understanding of the process requirements of monitoring, and compliance principles. 


expenditure and outputs. Applications are particularly welcomed from candidates with operational experience of 
regional or economic development projects. 


These roles offer exceptional opportunities to gain and utilise your experience in 
performance management within the context of regional economic development. 


For an information pack about these opportunities, please telephone 01483 500736 or 





SOUTH EAST email jobs@seeda.co.uk. Alternatively call Claire Norman on 01483 500734 for an informal 
neat A discussion about the roles. You can find out more about SEEDA at www.seeda.co.uk. 
AGENCY Closing date for applications: Friday 12th October 2001. 

Working for England's World Class Region WORKING FOR ENGLAND’S WORLD CLASS REGION 
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The International Planned Parenthood Federation (IPPF) is the world’s largest international 
non-governmental organisation working to advocate reproductive rights, provide quality reproductive 
health and family planning information and services, and develop public support for sustainable 
development. IPPF serves more than 24 million people in 180 countries. 


IPPF seeks two highly motivated, dynamic and results orientated individuals to be part of a small team 
working to enable IPPF to intensify action against HIV/AIDS and implement innovative programmes, 
initially for three years. Both posts are based in London. 


Global Co-ordinator 


Salary £50,810 - £58,200 p.a. 
Responsibilities: develop and facilitate the implementation of the HIV/AIDS strategy ensuring co-ordination of a structured approach to HIV/AIDS activities 
between the IPPF, Central Office and its Regional Offices and member FPAs; ensuring projects submitted are of high quality; managing the HIV/AIDS team, 


Professional Experience: at least five years’ of managing an HIV/AIDS or public health programme, which would include leadership at international level 
and developing strategies for programmes to include advocacy and programme development; experience of working in developing countries in sexual and 


reproductive health care programmes; project management and supervisory experience 


Senior Technical Adviser 


Salary £43,245 - £46,525 p.a. 


Responsibilities: provide technical advice and expertise in the development of IPPF's programme of action against HIV/AIDS; collaborate in devising,a 
strategy for advocacy and programme development; ensure for IPPF a key role in the global partnership on AIDS. 


Professional Experience: at least five years’ experience in family planning/sexual and reproductive health programmes including STI/HIV/AIDS some of 


which should be in developing countries. 


Skills: for both positions - proven management and strategic planning; project development and writing skills; excellent interpersonal, advocacy and diplomatic 
skills; IT skills to include working with databases, internet and intranet; fluency in English essential; working knowledge of French desirable. 


Education and Qualifications: for both positions - a degree in Social or Biological Sciences is required, together with a post-graduate qualification in Public 
Health/Sexual and Reproductive Health/Health Education or related field. A management qualification is desirable for the Global Co-ordinator role 


For an information pack and how to apply, please contact Human Resources and Services, IPPF, Regent's College, Inner Circle, Regent's 
Park, London NW1 4NS; Tel 020 7487 7946 Fax 020 7487 7973 or email jobs@ippf.org Please quote ref: ETO1. 


Closing date: 23rd October 2001. We regret that only shortlisted candidates will be acknowledged. 


IPPF Is An Equal Opportunities Employer 


BANCO DE ESPANA 


POST-DOCTORAL RESEARCH POSITIONS 
ACADEMIC YEAR 2002/2003 


The Bank of Spain invites applications to take up Post-Doctoral 
Research Positions in its Research Department in Madrid. 
Candidates should hold a Doctorate or Ph.D. Research projects 
will be in the fields of macroeconomics, monetary policy, 
international economics, econometrics, finance or the labour 
market. Appointments will be for a term of 3-12 months, as from 


September |" 2002, and the gross monthly stipend will be € 5000, 
plus return travel expenses. 


Candidates should submit their applications by January 11" 2002. 
The Bank of Spain will notify the candidates selected no later than 
February 22” 2002. Requests for information on prerequisites and 
conditions should he addressed to: 


Bank of Spain, Human Resources Development Area, 
Alcala 522, E-28027 Madrid (Spain). 
Tel.: (34) 91.338.64.12 Fax: (34) 91.338.68.82. 
e-mail: centro-de-formacion @ bde.es 
web: http://www.bde.es 
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Serving the world’s top executives. 
T: +1.415.383.6200 F: +1.415.388.5164 EXECUTIVE 


Fellowships 


2002-2003 fellowships in the Project on the Cold War as Global Conflict at the 
International Center for Advanced Studies at NYU. For scholars with PhDs at all 
career stages in humanities and social sciences. Non-U.S. applicants encouraged. 
$35,000 stipend for nine months. Eligible for low-cost NYU housing. Deadline: 
January 15, 2002. 


The Project examines conventional wisdoms about the Cold War and post-Cold War 
worlds. The 2002-2003 theme: Everyday Lite, Knowledge, Culture. Studies of 
Americanization and Sovietization and resistance to them welcomed. Topics could 


include effects of Cold War on public health, education, welfare state; trade unions; 
development and direction of academic disciplines; gender and race relations; class 
dynamics within and between nations; religion; mass and high culture including art, 
architecture, film and other media; rise of "Big Science” and the national security state; 
changes in transportation, information and communications systems. 


See hitpy//www.nyu.edu/gsas/dept/icas 
for more information and application forms, 
or write to icas@nyu.edu, 


fax: 212-995-4546, 





104 Travel 


"EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 


network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


C RO S SAI R For further information contact your local travel agent 


ÈR The Gualttiver dis or, +44 845 607 3000, www.crossair.com 





for a well 
researched 
inspirational 
guidebook 
on Quantum 
Existence 


One Life Is 
Not Enough! 


Are you reading 
enough? 


www.financial-books.com 





School of Business Studies 


Post Doctoral Research Fellowship 
in International Business 


The School of Business Studies, Trinity College invites 
applications for a Post Doctoral Research Fellowship in 
International Business, tenable for three years from October 
2001. The appointee will join the new research programme led 
by Professor C. Kearney and will make a significant 
contribution to implementing the vision for the field at 
Trinity College. 


Candidates with a distinguished academic research record and 
a strong commitment to innovative work in the field of 
international business are sought. Applications from candidates 
with a growing record of publication in international business 
or in the international aspects of any of the main disciplines of 
management are welcome. 


The School of Business Studies is recognised for its multi- 
disciplinary approach, general management and international 
focus, and research orientation. It is committed to leadership in 
the market for ideas about organisations and their management 
in Ireland and internationally. 


Commencing salary: IR£18,000 per annum (€22,855) 


Candidates should submit a full curriculum vitae, to include 
the names of three referees, to: 


Staff Office 
Trinity College, Dublin 2 
Tel: +353-1-608 1678/Fax: +353-1-677 2169 
Email: recruit@tcd.ie 
Website: http://www.tcd.ie/Staff_Office 


to arrive not later than Friday, 19th October, 2001. 
Further details may be had by request from the above address. 


Trinity College Dublin is an Equal Opportunities Employer 





#@*LONDON'® 


B Quality serviced apartments offering best value y 
for money. Our apartments offer great savings 
compared to hoteis. Fully serviced, private 
al bathroom, kitchen, TV, telephone, central i 
© heating, elevator. 


Centrally located in Kensington area 


@ Tourist Board Approved W 
Ashburn Garden Apartments 
a 3 Ashburn Gardens m 
South Kensington, London SW7 4DG, UK 
Li 
www.ashburngardens.co.uk 
E info@ashburngardens.co.uk W 


Tel: ++44 207 370 2663 
LS Fax: ++44 207 370 6743 I 


















CUT THE COST OF YOUR 
STAY IN LONDON 






Comfortable sell-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 
satellite T.V., central heating, elevator, maid 
service, resident manager. Suit 1-2 persons. 


Brochure by Air-Mail: 


Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 

TEL: 020 7584 4123 
Fax: 020 7584 9058. 
info @ksflats.demon.co.uk 
www.ksflats.demon.co.uk 








SEB eee 
International Property 


Py SWITZERLAND 


Lake Geneva & Alps 
Attractive sy sn" overl views, 1 to 
5 bedrooms, SFr 250'000. Sale to Non- 
Swiss citizens authorized. Leading com 
established in 1975. Experience. Discretion. 

REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 


Tel. ++41 22/734 15 40, Fax 734 12 20 
www.revac.net 






FOR SALE 
LARGE HOUSE AND VINEYARD 
NORTH ITALY 


Recently refurbished and modernised 
5 beds 3 baths large recept kitchen 
all facilities 
Grounds 7Ha includes 2.6 Ha vineyards 
All southfacing 


Tel/Fax: 00390141739441 
Email: itinhs @ hotmail.com 





AMERICAN UNIVERSITY 
WASHINGTON COLLEGE o 


Be the First... 


to combine your Master of Laws 
(LLM) in International Legal 
Studies with a Certificate in 
International Business (IBC) 
LLM in International Law | IBC, modeled after the 
specializations | MBA Program, offers 


courses in: 
e International Business Law 


¢ Economics 
* International Environmental | e Accounting 
Law 


e Statistics 
* International Protection of  » Organizational Behavior 
Human Rights 


e Marketing 
e International Organizations 


e Finance 
Gender Studies and the Law | * Information Technology 


¢ International Business 


ESLAW 
Kogod 
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For more information 
Phone: 202-274-4110 
E-mail: Ilminfo@wel.american.edu 
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UNITED NATIONS OFFICE AT NAIROBI 
OFFICE DES NATIONS UNIES A NAIROBI 


EXPRESSION OF INTEREST 


The United Nations Office in Nairobi (UNON) seeks expression of interest from 
suitably qualified and experienced firms with the capacity to carry out and 
provide the following Services: 

Storage of UNON publications and stock control thereof; 


Sales and Marketing of UNON publications based on agreed sales prices within 
specified geographical areas on behalf of UNON; 


Worldwide Distribution of the publications by Mail, Courier, Airfreight and 
Seafreight; 


Regular liaison with UNON Offices in Nairobi and Outposted Offices 
Worldwide in regard to the publications; 


Liaison with printers used by UNON to facilitate delivery; 
Regular reporting of stock and distribution status; 


Firms interested in being considered for the above contract should visit the 
website address: http://www.unon.org/sss/cps/registrationform/home.htm to 
get the Registration form. This form is to be completed and submitted together 
with information on the warehouse capacity and location, list of references for 
similar contracts and Comprehensive audited financial statements for the last 
three fiscal years. All these should reach us by 15 October, 2001, 


The information to be submitted in sealed envelope marked, "Warehouse and 
Distribution of Publications", and addressed to;- 


The Chief, Contracts and Procurement Section, 
United Nations Office at Natrobi 

UNON Complex, Gigiri Room W-243 

P.O. Box 67578, Nairobi, KENYA 

Tel: 254 2623584 Fax: 254 2 624198 


Shortlisted firms will be contacted at a later date with specific requirements and 
detailed Terms of Reference. 





“Fellowships 


Republic of Botswana 


PROPOSED UPGRADING OF THE 
SCOTTISH LIVINGSTONE HOSPITAL AT MOLEPOLOLE 


Pre-qualification Tender Notice for Domestic Sub-Contractors 


Applications are invited from internationally and locally registered Engincering Services 
Contractors for the inclusion in a list of Approved Contractors for the construction, completion 
and maintenance of the Upgrading of the Scottish Livingstone Hospital at Molepolole, The 
project shall comprise of a new two storey hospital building complex with associated services 
constructed around the existing hospital site to provide a total building area of approximately 
forty thousand square meters (40,000m'). 


The Engineering Services installations shall comprise of the following Contracts: 


No. Electrical Installations and Site Reticulation Tender No. TB 9/4/125/2001-2002 
Mechanical Services Works Including Tender No. TB 9/4/126/2001 -2002 
Specialised Medical Equipment 
Boiler House Installation, Steam and Tender No. TB 9/4/127/2001-2002 

Condensate 


Piped Gases Installations Tender No. TB 9/4/128/2001-2002 


Fire Protection Associated with Mechanical Tender No. TB 9/4/129/2001 -2002 
Services 


Applications will be available from 3rd October 2001 from the Director, Department of Electrical 
and Mechanical Services, Plot 6399-6401 Broadhurst Industrial Site on Lejara Road, Gaborone 
Room 20 for Electrical Contract No. | and Room 24 for Mechanical Contracts No.’s 2 to 5, 


Tenders shall be delivered to the Director, Department of Electrical and Mechanical 
Services, Plot 6399-6401 Broadhurst Industrial Site, Room 20, Gaborone not later than 
10.00 hours on 15th November 2001, Tenders will be opened in the presence of tenderers 
wishing to attend on the above return date. Tenders are to be delivered in a suitable envelope 
bearing the tender number and project title. Telegraphic, telexed or telephonic tenders and 
tenders delivered after the above mentioned time and date will not be considered 


Prospective tenderers in Botswana are advised that the tender documents will only be issued 
to those contractors who are registered with the Central Tender Board who can produce 
proof that they are registered for Electrical Grade “2E" (Unlimited) for Contract No.1 and 
for Mechanical Grade “SE” (Unlimited) for Contracts No.’s 2 to 5. Tenderers outside 
Botswana should have similar registration in their country of origin in their respective 
category including joint ventures. The above companies must show evidence of having 
undertaken works of a similar magnitude and complexity, 
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PRINCETON UNIVERSITY Ñ. 


So cape 


Woodrow Wilson School of Public and International Affairs 


For further information, 
call us at (609) 258-4836 
or e-mail us at 


Master’s Degree in Public Policy: 


A One-Year Program for Midcareer Professionals 


Our M.P.P. program provides rising leaders in the international and domestic policy are- 
nas an opportunity to expand their organizational skills and intellectual breadth to com- 
pete in an increasingly complex global environment. 


mpp2@princeton.edu 

or visit our website at 
www.wws.princeton.edu/ 
degree/mpp.html 


The Princeton Difference. The resources of the Woodrow Wilson School and Princeton 
University provide the ideal setting for this rigorous one-year residential program. The 
School’s faculty, curriculum, and research facilities are recognized throughout the world 


Woodrow Wilson School for excellence. 


Master’s Degree in 

Public Policy 
Princeton University 
Princeton, NJ 08544-1013 


Financial Assistance. Our generous policy meets the full demonstrated needs of all 
admitted students. More than three-quarters of graduate students at the School receive 
financial aid, which for most includes full tuition and a stipend for living expenses. 
Thanks to a grant from the Christian A. Johnson Endeavor Foundation, special funding is 


Applications must be received by Vailable to candidates from the nonprofit and nongovernmental sectors. 


January 2, 2002. 


Qualifications. Applicants must possess a minimum of 7 years of professional experience 
The Woodrow Wilson School also in domestic or international government agencies, and/or experience in the nonprofit sec- 


tor. Successful candidates demonstrate creativity, leadership, a commitment to public 
service, and the intellectual capacity to thrive in a demanding academic setting. 


offers a two-year Master’s degree 
in Public Affairs (M.P.A.) and a 
Ph.D. degree program. 
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DELAWARE (USA) 
CORPORATIONS 
Specialists in setting up Deloware Corporations. General, Aircraft, 
Boat & Shelf Corporations. Coll or write for our FREE KIT! 
\ Reet gp teste ag 
à Did. reasonable rate. j 
31} Sie MUS Winia, DE SA 19810 
E-mail: corp @dekeg.com © baternet: http-/ /delreg.com 






Take responsibility for your health 


With rapid development of new treatments 
and inadequate budgets for the NHS, where 
can you find out what treatments are 
available and what works? 


Henry A. Kissinger 
Scholar at the 
Library of 
Congress 


Deadline Extended 
Until November 1, 2001 





. o 
medicine today 
£36 tor 12 monthly copies (£42 o’seas) 
free trial copy 






Alexander House, 
Hampstead Hill Gdns, NW3 2PL 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315-317 REGENT ST 


LONDON W'B 2HS. UK 
www. minerva-press.co.uk 





TAX. FREE 


Companies world-wide 












Formation and administration of 
companies, Opening of hank accounts 
teVfax/mail forwarding servio: 





he Kissinger Scholar will be a senior, 

distinguished, ten-month scholarly 

appointment at the Library of Congress for 
sustained research on issues of foreign policy and 
international affairs related to the United States, 
using the resources of the Library. The stipend 
for the nine-month period will be $135,000. The 
Scholar will be provided with research space and 
services at the Library of Congress. 










UNITED KINGDOM LONDON 
LAVECO Ltd. 


Tel.: +44-207-556-0900 
Fax: +44-207-556-0910 
E-mail: london @laveco.com 


HUNGARY 
Tel.: +36-1-217-96-81 
Fax; +36-1-217-44-14 
E-mail; hungary @laveco.com 


ROMANIA 

Tel: +40-92-326-329 

Fax: +40-1-313-7177 
E-mail: romania @laveco.com 

CYPRUS 

Tel.: +357-4-636-919 

Fax: +357-4-636-920 
E-mail: cyprus@laveco.com 






OFFSHORE 
COMPANIES 


* Ready made companies 

* Full corporate administration 

* Trade services (L/C, shipping) 

* Banking/Accounting services 

* China business development services 


Contact Stella Ho for immediate services 
& company brochure 


NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 
Road, T.S.T., Kowloon, Hong Kong 
E-mail:nacs@nacs.com.hk 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 











Candidates may apply directly, using the appli- 
cation form available on line (URL: www.loc.gov/ 
kissinger), or obtainable by fax or mail from 
the Office of Scholarly Programs at the Library 
of Congress (address below). Candidates also 
may be identified to the Selection Committee 
by nomination. Once it is determined that the 
nominee is willing to be a candidate, he or she 
will be sent the application form. 












OFFSHORE COMPANIES 


FOR ASSET PROTECTION AND TAX MANAGEMENT 


With over 25 years experience in facilitating offshore and international busines. 






Applications will require a brief statement 
(no more than three double-spaced pages) of the 
proposed research, an indication of the kinds of 
material at the Library of Congress that will be of 
use in the research, evidence of prior scholarly work 
and publication, and the names of three people 
who can be reached for letters of recommendation. 
Completed applications and supporting material 
should be post-marked no later than November 
1, 2001 and sent to: 






We deliver workable and cost effective solutions. 






IF YOU ARE 


* Trading or investing internationally 
* Seeking tax management solutions 
* Seeking to protect your assets 


... YOU SHOULD BE TALKING TO US. 










For our free 200 page brochure and initial advice call 


Colin Forster +44 (1624) 818922 
or Richard Cook +44 (20) 7317 0600 
or email: business@ocra.com 






Kissinger Scholar Selection Committee 
Office of Scholarly Programs 
Library of Congress LJ 120 
101 Independence Ave., SE 
Washington, DC 20540-4860, USA 








LONDON FINLAND 






te V1. 


: | “sau WORLD WIDE 
LUXEMBOURG MAURITIUS WWW.OCRA.COM 


| 


Tel. (202) 707-3302 
Fax (202) 707-3595 
Email: scholarly@loc.gov 






OCRA WORLD WIDE 
A 







i 





Applications may be submitted by fax or email, but 
a hard copy should also be sent as confirmation. 


HONG KONG US REPRESENTATIVE 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 








THE 


SCF 


GROUP : 
EST. 1969 Se i . LONDON: For immediate, friendly advice, please contact: 


LICENSED CO. X Wor a FRE E tonii. FREE detain and mach tore” 7 im, 90-100 Sydney St., Chelsea, “Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery B.Sc (Hons) 





ondon SW3 6h ¢ ; i 
Lon y W E-mail: helen@scigroup.com E-mail: janson@scigroup.com 


& TRUST MANAGEMENT ‘ 9 997 
ay Tet +44 (0) 20 7352 4 Charles Baker M.A. (Hons) 


r, } 
: i . . 4 h ) P 
e fax+44 (0) 20 7795 0016 E-mail: charles@sctgroup.com 














Own Your Own Offshore Corporations 


Private Bank Banks, Trusts, Foundations 


A GLOBAL PROVIDER OF 2 . > “A FOR PROFIT, PRIVACY Bank A/Cs, Credit Cards 
OFFSHORE COMPANIES & SERVICES 3 : AND TAX PROTECTION l 
l ; - T 1-604-444-1234 www. GLOBAL-MONEY.com 
A PAREEN OE EPPA O EAE EEEN: VIERAN Email: taxhavens@aol.com 


www .offshore4business.com 


Email: offshore®4business.com 
Tel; +44 (20) 7514 9902 
Fax: +44 (20) 7514 9912 


gmc@global-money.com 


Fax: +3120-5241407 





2nd Citizenship 
2nd Passport 


Belize Passport Consultants Ltd. 
Tal: + 501 149830 Fax: + 501 8 23785 
Email: Passport @ Belize. com 
www.Belize.com 










& soibalisijóa prices 


www.ICSL.com 
BE Ue CANADA... 


The offshore professionals since 1977 a o paea ki ust one click away 


eTe E , - : : Tel: +3,(302) 478 4460 
COMPANIES AND TRUSTS EXI ERTLY FORMED AND ADMINIST ERED conte (202) a467 a> 
i a - e-mail: econ: com-exp.com 


LONDON,UK IRELAND USA & CANADA Company CE Express 
Peyman Zia, Director Eilish Murphy Jerry Bakerjian BBA, Director — 


NTERNATIONAL COMPANY INTERNATIONAL COMPANY INTERNATIONAL COMPANY 
SERVICES (UK) LTD SERVICES (IRELAND) LTD, SERVICES (USA) INC. 


Ld * SJ 
Tel: +44 20 7493 4244 Tel: +353 1 661 8490 Tel: +1 954 943 1498 L 
Fax: +44 20 7491 0605 Fax: +353 1 661 8493 Fax: +1 954 943 1499 Dynamic tcens ng 


Email: uk@ICSL.com Email: irl@ICSL.com Email: usa@ICSL.com O ° 
www,ICSL.com is a registered business name of Imternational Company Services Limited pportunt ty. 


akc; T ada.co 


Abrams e Kroc hs < 


Canadian im 











Since the 80s, The Sovereign Group has been Virtual CEO, Inc. is seeking Licensee Benefits: 
advising thousands of individuals and com- 

international licensees to share 
panies on how to protect and maximise their mE = The only fully integrated 
assets. In a rapidly changing world you need — visit our weasite in our dramatic growth. Our assessment and action 


the resources, support and expertise of a global SevereignGroup.com planning software system 


principal programs have been . 
organisation to ensure you receive the correct Hed tl available today 
, allied the most effective strateg 
professional advice and services. Call us at aaan aiii siii ies na 
+r arka ai 
any of our 23 branches - if there's a legal planning tool ever used. They s Outstanding market potential 


way to reduce your tax bill we'll find it. for all types and sizes of clients 


DUSINESS & Personal 


enable organizations to maximize 


efficiencies, properly allocate s Highly researched 


Knowledge Base 
resources, yield greater productivity 


and profits, taster than ever s Training and marketing support 


tax solutions 


* Offshore & Onshore Companies + Full Administration & Accounting allow organizations to quickly 


before. Virtual CEO™ products 5 l 
a Comprehensive intranet support 


* Offshore Trusts * Offshore Corporate Credit Cards s Low Licensee start-up and 
; and ettectively focus on those 
* Personal Tax Planning * Trademark Registration operating costs 
spects of their business that most 

- Corporate Tax Planning & Protection pects of their business that mos 
. Asset Management + Trade Services impact Return On Investment 


‘Investment Services * Transfer & Origination of D/Cs 


* Venture Capital * Ship & Yacht Registration \ 
For more information visit our website \ 


at www.virtualceo.com/international or 


call us at: +1.949.248.2404 ext. 2526 Wate ee Sener: 
a sz A 
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Overview 
Output, demand and jobs 


ò 6 
The first survey of America’s consumer senti- “Mange at annual rate 

























































































































































































ment since the terrorist attacks on Septem- GDP jg ep a cuca perias ga pen ği 
ber 11th pointed to worsening economic 1gtr year 2001 2002 1 year 1 year latest yearago >» 
times ahead. The Conference Board's confi- Australia +36 +14 02 +25 +40 -14 a +07 & 68Aug 6l 
dence index fellfrom 114.0in Augustto 97.6 Austria +16 +22 ŭ +17 +21 +8.0 Jun -3.3 May 3.9 Aug 36- 
in September, its lowest since 1996. The in- Belgium -24 +17 Q2 +129 + 2.4 + 5.2 Jul* + 5.3 Jun 11.6 Aug* 11.9 
dex’s fallwasits sharpest one-month decline Britain +17 +23 Q2 +21 +26 -3.2 Jul + 6.3 Aug 5.0 Julit 5.3 
since October 1990, during the Gulf war, Canada +0.4 +213 Q2 + 2.1 + 2.8 - 2.4 Jun + 3.5 Jun 7.2 Aug 7.1 
when it stood at 62.6. Few economists any Denmark +24 +13 Q2 + 1.3 +21 +644 Jun + 3.0 Jun 5.1 Aug 5.4 
longer doubt that America is headingintoa France + 1.0 +23 Q2 +2.2 + 2.3 +23 Jun -1.2 dul 8.9 Jut 9.5 
recession, however much government offi- Soman a -d2 l rM ag 94 
z 5 Italy -0.5 +20 Q +19 + 2.2 + 1.7 Jul - 1.5 Jul 9.5 Apr 10.7 
cials may protest otherwise. Japan -32 -07 Q -04 +05 -85 Jl -21 Jun 5.0 Jul 4.7 
Netherlands +16 +15 02 +17 +25 + 0.7 Jun +18 May 2.0 Aug 2.5 
Europe's consumers seemed to share the Spain +19 +29 @ +27 +28 = 1.6 Jul ma —=—s- 13.0 Aug 139 
American public’s pessimism. Dutch con- Sweden +13 +14 02 +20 +26 +2.6 Jun +26 Jul 4.3 Aug’ 5.1 
sumer confidence slumped in September, as Switzerland +17 +20 Q +16 +19 +42 Q2* +3.3 Jul 1.7 Aug* 1.8 
measured by Survey responses taken just United States + 0.2 +1.2 Q2 + 1.6 +26 # -—468 ‘Aug + 3.8 Jul 4.9 Aug 4.1- 
after the terrorist attacks. Elsewhere in Eu- Euro area +02 +17 Q2 +18 +22 ~ 1.1 Jul + 2.1 Jun 8.3 Jul 8.8 
rope confidence also waned. Industrial pro- *Not seasonally adjusted. t May- Jul; claimant count rate 3. 1% in Aug. §Jun- Aug. hed 
duction in the euro zone dropped by 1.1% in 
the year to July. In Italy, retail sales de- 
clined 1.5% in the 12 months to July. The oe ln: oar 
rate of growth in German wages slowed to 9 ET 
1.4% in the year to July. Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
lyear yearago 2001 2002 l year yearago lyear yearago 
Some surprisingly good news came from Australia +6.0 Q2 +32 +40 +24 +56 02 +74 +37 Q2 + 3.9 
Britain, where GDP growth for the second Austria +2.5 Aug +27 +25 +18 +17 Aug +43 +28 Aug +19 
quarter was revised upwards from an annual- Belgium +27 Aug +29 +25 +19 +40 Jul +89 +26 02 +22 
ised 2.1% to 2.3%. The revised figure reflects Britain +2.1 Aug +30 +21 +23 +03 Aug +23 +46 ul +39 
faster growth in the services and construc- en. S28 Mg SES 408 +21 +09 M 462 +III eti 
eer : Denmark +2.5 Aug +24 + 2.4 + 2.0 +1.5 Aug +6.4 OF +O 633 g 
tion industries. France +19 ug +18 +18 +15 +23 Jun +60 +43 Q1 + 5.2 
l Germany +2.1 Sep +25 +26 +15 +1.5 Aug +56 +14 Jul + 2.0 
Stockmarkets in America and Europe re- Italy +28 Aug +26 +27 +20 +14 Wl +67 +25 u + 2.0 
mained highly nervous. On September 21st, Japan -0.8 Wl -05 -05 -0.4 +0.1 Aug +02 +14 u’ +12 
they hit multiple-year lows. The Dow Jones Netherlands +47 Aug +25 + 4.6 + 2.5 +24 Jul +80 +44 Jul + 3.2 
Industrial Average fell by 14.3% in the five Spain + 3.7 Aug +36 +37 +28 +20 Jul +55 +34 aif ma 
days to Septembar zist torecorditsbiggest Seem pEi +3623 18+ 1S TEAT 8 a2 
i nia loss i y m aj ia N United States + 2.7 Aug + 3.4 EEY. + 2.2 + 2.1 Aug +_:32..4 + 4.2 Aug + 3.8 
30% below its peak in January 2000. Several Euro area +27 wg $25 eT yis €23 wl 45.6 +26 ù 24 








European stockmarkets plunged by even 
more. France’s CAC-40 closed on September 
21st down 47% from its peak in September i 

2000; Germany's DAX was 53% down from its Consumption of soft drinks 


*Not seasonally adjusted. tNew series, 


all-time high in March 2000. Americans consume on average over a litre of soft drinks a day, more than twice as 
much as Greeks. It is the way of the future. Soft drinks are the fastest growing part of 

Since September 21st, shares have re- the world drinks market. Younger people increasingly prefer them to alcohol, especially 

bounded a little worldwide, especially on beer and spirits. Within the soft-drinks market, fruit juices and bottled water are win- 

September 24th, but both Wall Street and To- ning favour over carbonated drinks. 

kyo still ended lower over the week to Sep- Litres per person, 2001 forecast 

tember 26th. Europe’s stockmarkets, in 450 


contrast, made small gains, with the CAC-40 
rising by 2.2%, and the DAX up by 1.3%. 


The drop in oil prices accelerated, cheering 
oilimporters. On September 24th, the price 


of West Texas Intermediate crude fell by 300 
15%, its biggest one-day decline since the 
end of the Gulf warin 1991. Oil prices fell 250 
again on September 26th, dropping briefly a 
below $21 a barrelin intra-day trading. i K f } = 

150 
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Data on more countries are available to Cte, 
subscribers on www.economist.com sean ne 
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Money and interest rates The Economist commodity price index 








































1995=100 
Money supply” Interest rates % p.a. (Sep 26th 2001) ot change on 
< % change on year ago 3-mth money market 2-year 10-year gov'tbonds corporate Sep 18th Sep 25th ee ae 
narrow broad latest yearago gov'tbonds latest year ago bonds Dollar index 
Australia +17.7 + 6.6 Jul 4.43 6.64 4.21 5.60 6.23 5.51 jitia 66.7 65.0 -5.0 -10.7 
Britain + 7.2 + 7.2 Aug 4.44 6.13 4.54 4.87 5.32 6.40 a as “his con cau 
Canada + 7.6 + 3.6 Aug 3.06 5.57 3.35 5.32 5.74 7.10 eee 
Denmark + 5.5 + 1.0 Jul 4.24 6.35 4.04 5.01 5.57 7.01 All 64.2 62.1 84 -197 
Japan +97 +34 Aug 0.01 0.31 0.06 1.39 1.86 1.47 "e a a ye 
Sweden +6.6 +25 Aug 3.71 3.96 4.05 5.27 5.23 S2 SS EY 
Switzerland +01 + 2.6 Aug 2.25 3.45 4.65 3.22 3,93 rn e G eN -aa 
United States + 4.0 +10.9 Aug 2.45 6.47 2.81 4.64 5,82 7.19 Sterting index 
Euroareal +3.3 +64 Jul 3.65 5.00 3.53 4.75 5.21 saa tems 719 697 -63 -N5 
*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. Germany for bonds. Benchmarks: US 30-year 5.57%, Japan awe wren 
No.234 1.43%. Central bank rates: US fed funds 3.00%, ECB refinancing 3.75%, BOJ overnight cali 0.002%, BOE repo 4.75%, Sources: Allitems 95.1 92.5 -6.4 -14.9 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, Westpac, Yen index 
Thomson Financial Datastream. Rates cannot be construed as banks’ offers. Allitems 83.3 81.2 =JFE = 25 
Gold 
Stockmarkets $ per oz 287.50 289.45 +6.3 + 5.4 
Market indices West Texas Intermediate 
ad % change on $ per barrel 27.74 21.82 -19.8 -31.2 
2001 one record Dec 31st 2000 * Provisional. * Non-food agriculturals. 
Sep 26th high low week high in local in$ 
Currency terms 
Australia (All Ordinaries) 2,932.1 3,425.2 2,867.4 - 1.4 -14.4 - 7.1 -18.1 
Austria (ATX) 1,074.8 1,245.8 1,052.2 - 3.6 -38.1 +01 - 18 
Belgium (Bel 20) 2,493.7 3,030.4 2,322.6 + 0.4 -32.3 -17.6 -19.1 
Britain (FTSE 100 4,696.1 6,334.5 4,433.7 - 0.5 -32.2 =24.5 -25.5 
Canada (Toronto Composite) 6,654.8 9,348.4 6,513.1 - 0.6 -41.6 -25.5 -28.8 
Denmark (KBX) 205.6 294.3 197.8 - 3.5 -31.9 -22.3 -23.5 
2,544.2 3,820.2 2,335.3 + 2.0 -42,1 -32.5 -33.8 
(CAC 40) 3,975.5 5,998.5 3,652.9 + 2.2 -42.6 -32.9 -34.2 


4,095.3 6,795.1 3,787.2 -49.2 -36.3 











« Italy (BCI) 1,205.1 1,948.4 1,082.9 - 0.5 -448 -37.1 -383 
Japan (Nikkei 225) 9,641.7 14,529.4 9,504.4 -3.0 -75.2 -30.1 -32.2 
opix 998.3 1,441.0 8634 -38 -654 -22.2 -24,7 
Netherlands (AEX) 434.5 642.3 396.2 + 0.5 -38.1 -318 -33.1 
Spain (Madrid SE) 698.5 963.9 648.6 + 1.3 -39.1  -207 -22.2 


Sweden (Affarsvariden Gen 185.1 293.1 
Switzerland (Swiss Market 5,725.4 8,135.4 
United States (DJIA) 8,567.4 11,337.9 8,235.8 - 2.2 -26.9 -20.6 -20.6 
S&P 500 1,006.3 1,373.7 965.8 - 0.9 -34.1 -23.8 -23.8 
ç ç űć (Nasdaq Comp) 1,464.0 f: 859.2 1,423.2 - 4.2 -71.0 =40.7 -40.7 — 
Europe (FTSE Eurotop 300)* 1,078.1 545.5 5 998.9 - 3.1 -36.8 -29.7 -31.0 
Euro area (FTSE Ebloc 100) * 922.2 i “404. 1 843.6 -40.5 -33.8 
World (MSCI) 898.6 1,249.2 856.6 - 1.0 -38.0 na -26.4 
World bond market (Salomon) 456.7 458.1 420.6 + 0.0 - 0.7 na + 2.8 
*In euro terms. | Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms, 


y» fSalomon Smith Barney World Government Bond Index, total return, in dollar terms. 













177.5 - 0.1 -53.7 -33.3 -41.5 
















































Trade, exchange rates and budgets 


Trade balance*, $bn Current account Exchange rate Currency units Budget 

latest 12 $bn The Economist poll trade-weighted! per per per per balance 

months latest 12 mths % of GDP, forecast Sep 26th year ago $ £ euro ¥100 % of GDP 

2001 2002 Sep 26th year ago 20014 
Australia + 0.7 Jul - 9.9 Q - 2.8 =- 3.1 67.3 73.8 2.04 1.82 3.01 1.88 1.73 0.1 
Austria - 5.4 May - 4.7 Jul - 2.4 = 2.3 100.4 99.2 14.9 15.6 22.0 13.8 12.7 -0.6 
um + 10. 6 Jul + 11.2 Mar + 4.2 +45 99.3 97.8 43.8 45.8 64.6 40.3 37.2 0.7 
Britain - 45.9 Ju Jul - 19.2 Q2 - 1.7 - 2.1 106.1 107.4 0.68 0.68 - 0.62 0.58 1.2 
Canada + 47.4 Jul + 25.5 Q2 + 3.1 + 2.3 76.1 79.8 1.57 1.49 2.32 1.45 1.33 2.6 
Denmark + 68 JW + 46 Jul + 1.4 +14 103.4 99,7 8.07 8.47 11.9 7.44 6.85 2.9 
France + 0.2 Jul + 17.4 Jul + 1.5 + 1.6 102.0 100.3 7.12 7.44 10.5 6.56 6.04 -0.5 
Germa + 59.2 Jul = 21.3 Jul - 1.0 - 0.9 99.0 96.8 2.12 2.22 3.13 1.96 1.80 -1.7 


























q1 + 3.6 Jun - 49 My -03 -02 72.8 716 2,102 2,197 3,100 1,936 1,783 -1.3 
" Japan + 84.3 Jul +925 Jul +21 +20 141.6 157.1 118 107 174 109 - -6.3 
Netherlands + 18.6 Jul BI @ +39 was 98.3 96.5 2.39 2.50 3.53 22% 2.03 1.3 

ae - 38.3 Jul -166 jun -28 -23 744 B3 181 W ā A ăi nil 

+ 12.1 Aug + $2 3b +22 +23 70.8 810 10.75 9.66 15.9 9.90 9.12 3.6 

Eaa + 0.5 Aug +27.0 2 +10.9 +10.7 112.1 106.3 O =a an L ES na 
United States -450.6 Jul -449.9 02 -41 -40 116.6 113.4 -~ - 147 0.92 085 2.1 


Euro area + 2.5 Jun - 29.4 Jul =- 0.2 - 0.1 79.7 76.6 1.09 1.13 1.60 - 0.92 -0.6 
*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. t1990=100, Bank of England. OECD estimate. 
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Overview 
Economy 
Poland's economy1Is stuttering. Polish GDP % change on year earlier Latest 12 months, $bn Foreign 
grew by a meagre 0.9% in the year to the sec- GDP Industrial Consumer Trade Current reserves* 
ond quarter, the slowest in over a decade. production prices balance account sha tate © 
Construction, once one of the country’s China +78 02 at hme 64.6 Ae +18.8 Aug 420.5 2000 183.9 Jun 
strongest industries, contracted last month Hong Kong +05 a2 =0.1 ü =E hig -12.0 Aug +88 Q: 113.7 Aug 
by a record 14%. India +38 0 +26 mO +40 dul -55 wt -23 u 42.5 Aug 
Indonesia +3.5 a2 +7.5 a +12.2 Aug +24.5 Wt +63 a1 28.2 Jul 
Russia, however, continues to enjoy strong Malaysia +05 a -59 mW ç +13 Mig +15.4 dul +74 o 26.9 Jul 
growth: its GDP rose by 5.1% in the year to Philippines +33 @ 211.2 wn + 6.3. Aug +45 M +78 Mey 12.6 Jun 
the second quarter. Industrial production Singapore -0.9 a =21.6 Aug + 0.7 Aug + 4.2 Aug 422.6 02 74.4 Jun 
also grew by 5.1% in the year to August. South Korea +27 02 -5.9 wl +47 Ay +13.1 Aug +13.3 Jul 97.0 Jul 
Long-suffering Russian consumers seem at Taiwan -2.4 02 - 8:2 Ng +04. Ag +13.8 Aug 414.1 02 110.1 Ju 
last to be reaping much of the benefit, as Thailand +19 œ + 2.1 Jul SE tie +25 Ju +6.1 Jul 31.2 Jul 
production of food and beveragesexpanded Argentina =05 @  =53 Mp -12 Ay +26 md -9.0 a 16.7 dul 
by 13.0% in the same period. Brazil = +08 œ +08 dl + 7.3 Aug -1.1 ag -27.5 dul 35.5 Ju 
Chile +3.4 R + 0.3 Jul + 3.8 Aug + 1.5 Aug -1.6 a 14.5 Jul 
East Asia's economies continue to be Colombia +1.6 02 + 0.5 Jul + 8.0 Aug +09 tt <O07 M 9.5 Jul 
squeezed by the prospects ofan American re- Mexico nil a2 -3.3 Jul +5.9 Aug ~'9:5 M =<395 8 40.8 Jul e 
cession. In the 12 months to August, indus- Peru -0.8 Jul ~3.3 Jul + 1.4 Aug - 0.2 “Jul -1.4 0 Rh dun 
trial production fell by 21.4% in Singapore Venezuela +29 Qe na +12.9 Aug +15.6 o? +11.1 a2 10.6 Jul 
and by 8.2% in Taiwan. Egypt + 6.5 2000  +9.4 2o0t +2.2 Jul -99 ù -02 a1 129 May 
f } y Israel +14 @ -58 Jul + 1.7 Aug -73 Mg -1.1 Q1 24.2 Aug 
Stockmarkets in most emerging economies South Africa +25 02 +1.0 Jul + 4.6 Aug +45 m +01 m 6.1 Jul 
remain edgy. Most fell over the week to Sep- Turkey - 9.3 -11.2 Jul +57.5 Aug -20.9 Jun -3.7 Jun 17.2 Jul 
tember 26th: Cairo, Moscow and Buenos Czech Republic + 3.9 a2 +9.3 Jl  +5.5 Aug -3.5 Aug -27 a2 13.4 Aug 
Aires all tumbled by more than 8% each. Hungary a": "ee ee -OD 3400 SOT ln ~2.2 dt -ES dw 12.0 ‘ie 
Poland + 0.9 Q2 + 0.7 Aug + 5.1 Aug _-99 Wh -68 Jul 27.0 Jul 
Russia +51 a2 + 5.1 Aug +20.9 Aug +58.4 Jul +45.9 M 33.7 Aug 
bisg i *Excluding gold, except Sin re; IMF definition. tYear en une. tNew series 
i GDP per gg pt Singapo ear ending J ew 
Purchasing-power-parity exchange r 
rates even outinternational difference Financial markets 
in the prices of goods and services, ake i ; iiig sehin 
in g sti nal-ir ncome compa risons a bet- urrency units nterest rates tockmarkets 
Lee. per $ per £ short-term Sep 26th Dec 31st 2000 
ter measure of consumers’ actual buying — oo 
get ag Sep 26th yearago Sep 26th % p.a. one in local in$ 
power. Differences in living : week curren terms 
also narrow. Even so, huge gaps remain. China 8.28 8.28 12.2 na 1,848.3 -3.0  =35.7) -157 
Selected countries, PPPS ‘000, 2000 Hong Kong 7.80 7.80 11.5 2.49 9,371.8 -20 -37.9  -37.9 
: he India 47.9 46.1 70.6 7.21 2,667.3 -4.9 -32.8 -34.5 
0 5 10 15 20 25 30 35 Indonesia 9,635 8,845 14,211 17.86 401.0 -5.1 ~3.7 ER 
United States Malaysia 3.80 3.80 5.60 3.30 602.5 -4.9 -11.3 -11.3 
Japan Philippines 51.4 46.3 75.7 14.25 — 1,144.3 - 3.6 -23.4 -25.4 
Hong Kong Singapore _ 1.77 1.74 2.61 2.02 1,277.7 -4.8 -33.7 -34.9 
i h South Korea 1,300 1,114 1,917 4.42 472.9 =2.9 -63 -88 
Singapo Taiwan 34.6 31.2 51.0 3.10 3,625.5 ~4.1 -23.6 -26.8 
Britain Thailand 44.3 62.2 65.4 3.00 275.7 =4.0 +2.4 +0.2 
Israel Argentina 1.00 1.00 1.47 12.80 244.7 -8.9 -41.3 -41.4 
South Korea Brazil 2.73 1.85 4.03 19.06 10,005.9 -5.2 -35.9 -54.2 
Czech Rep. Chile 695 567 1,025  0.43* 5,123.8 -5.0 +5.2 -13.1 
N Colombia 2,329 2,215 3,435 11.96 925.9 -3.0 na na 
Argentina Mexico 9.53 9.42 14.1 9.67 5,324.8 +0.5 -5.8 -5.0 
South Africa* Peru E7 JE 5.1 5.65 1,219.8 -3.6 +0.9 +2.2 
Mexico Venezuela in a eo 6,973.4 REI +2.6 -3.3 
Malaysia Egypt 4.25 3.58 6.27 8.80 5,701.9 -8.1 -25.6 -31.9 
Israel 4.36 4.03 6.43 4.47 358.6 -2.5 -27.5 =32.7 
Russie South Africa 8.87 7.24 Bain o 7,941.4 +0.9 -4.6 -18.6 
Brazil Turken 1,552,000 664,505 2,289,( 56.00 7,477. ~ =20.8 -65.8 
Turkey Czech Republic 36.9 40.2 54.4 5.33 337.0 +1.8 -29.6 -28.2 
Thailand Hungary 279 299 412 10.92 6,074.4 $2.5 -22.6 -21.8 
Colombia Poland 4.20 4.55 6.20 14.27 11,816.1 -3.6 -33.8 -34.9% 
Russia 29.4 27.8 43.4 25.00 176.8 -11.3 +26.6 +23.4 
Philippines EMF (MSCI) $ 1.00 1.00 1.47 na 247.5 -4.7 na -25.9 
China EMBI+ 1.00 1.00 1.47 na 199.1 -2.7 na -1.4 
Indonesia *Inflation adjusted. tin $ terms. temerging Markets Free, 53.P, Morgan Chase's Emerging Markets Bond Index Plus. 
India Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream: Economist Intelligence Unit; Reuters; 
Warburg Dillon Read; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes: Bank 
Nigeria Leumi Le-Israel; Standard Ba jk artoan Garanti. Bank; Deutsche Bank; Russian Economie Trends. 
Source: World Bank *Estimate 


Data on more countries are available to subscribers on www.economist.com 
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g The world this week 


War on terror 


President George Bush said 
that America was in “hot pur- 
suit” of those responsible for 
the terrorist attacks on Amer- 
ica. Officials revealed that spe- 
cial forces from Britain and the 
United States were already op- 
erating on the ground in Af- 
ghanistan. America presented 
its NATO partners with what 
George Robertson, the orga- 
nisation’s secretary-general, 
called “conclusive evidence” 
that Osama bin Laden and his 
al-Qaeda group were behind 
the terrorist attacks of Septem- 
ber 11th. 


Donald Rumsfeld, America’s 
defence secretary, travelled to 
the Middle East to fortify the 
resolve of Saudi Arabia and 
other Muslim countries for 
any action against terrorist 
bases. Tony Blair, Britain's 
prime minister and Mr Bush's 
staunchest ally, made a 
speech warning the Taliban 
that they must “surrender the 
terrorists or surrender power.” 


Afghanistan’s ruling Taliban 
persisted with their refusal to 
hand over Mr bin Laden and 
readied the country for attack. 
Refugees continued to leave 
Afghanistan's cities, and 
many hundreds of thousands 
gathered near the border with 
Pakistan. Aid agencies began 
preparing for a mass exodus 
and started to take food from 
Pakistan into the country. 


The frail Israeli-Palestinian 
ceasefire was in tatters after a 
week of fighting and killing, 
concluding with a Hamas at- 
tack on a Gaza settlement and 
Israel’s harsh response. Mr 
Bush, anxious to draw Arab 
public opinion into his anti- 
terror coalition, spoke in fa- 





vour of an eventual Palestin- 
ian state, and called for 
“meaningful” negotiation to 
follow an end to violence. 


Congress reached agreement 
on Mr Bush's anti-terrorism 
bill after the administration 
removed proposals that had 
worried civil libertarians, no- 
tably one that would have al- 
lowed investigators to hold 
foreign terrorist suspects in- 
definitely. 


Other politics 


In an interim ruling that re- 
versed an earlier decision, 
Zimbabwe’s expanded Su- 
preme Court told the govern- 
ment that it could continue 
seizing white-owned farms 
and redistributing the land. It 
said that it would issue a main 
ruling later on whether the 
policy complied with the law. 


South Africa’s ruling party 
suffered a blow as Tony Yen- 
geni, chief whip of the African 
National Congress, was ar- 
rested, charged with corrup- 
tion and perjury, and lost his 
job. He had been investigated 
over a $6 billion arms deal, 
and is accused of lying over 
his acceptance of a luxury car 
from a European arms maker. 
An arrest warrant was also is- 
sued for Michael Woerfel, a 
suspended managing director 
of European Aeronautic De- 
fence Systems. Some 30 South 
Africans allegedly accepted 
cars at discounted prices. 


To calm the discontent of Al- 
geria’s Berber minority, Presi- 
dent Abdelaziz Bouteflika 


agreed that Tamazight, the Ber- 


ber language, should be one 
of Algeria’s official tongues. 


Clinton disbarred 

America’s Supreme Court sus- 
pended Bill Clinton “from the 
practice of law before the high 
court”, an entitlement given to 
him in 1977 when he was Ar- 
kansas’s attorney-general. Mr 
Clinton will be disbarred 
within 40 days unless he ap- 
peals, which he is likely to do. 


Strom Thurmond, America’s 
longest serving senator, was 


rushed to hospital after col- 
lapsing on the Senate floor. 
The 98-year-old Republican re- 
covered quickly. 


Macedonia on the edge 
Macedonia’s interior minister 
said police would move into 
formerly rebel-controlled ar- 
eas. Wait, said NATO. There'll 
be bloodshed if they arrive, 
said a rebel commander. The 
EU's Javier Solana and Chris 
Patten went to Skopje to urge 
the government to give real ef- 
fect to the fragile peace accord 
reached in August. 


Corsica’s main nationalist 
party said that an autonomy 
deal struck a year ago by 
France’s prime minister, Lion- 
el Jospin, had come undone. 





Tony Blair gave his Labour 
Party’s annual conference a 
strong hint that he would call 
a referendum on British 
membership of the euro 
within the life of the present 
parliament. 


A Russian plane carrying 76 
people from Tel Aviv to Novo- 
sibirsk crashed into the Black 
Sea. A witness talked of an ex- 
plosion, suggesting a possible 
terrorist attack. All flights from 
Tel Aviv were suspended. 


Italy’s prime minister, Silvio 
Berlusconi, having earlier ac- 
cused critics of taking his re- 
marks on Islam out of context, 
stirred up the row: he had 
never made them at all, he 
told ambassadors from Mus- 
lim countries. Left-wingers in 
the media had invented them 
to blacken him, he told an Ara- 
bic newspaper. 


Guerrilla warfare 

More problems for President 
Andres Pastrana’s peace effort 
in Colombia. The FARC guer- 
tillas kidnapped and then 
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murdered his former culture 
minister. They separately 
turned back a march led by 
the presidential candidate of 
the opposition Liberals to a 
“demilitarised” zone granted 
to them by Mr Pastrana. These 
events prompted calls for the 
president to cancel his plans to 
renew the life of this zone. 


In a setback for Quebec sepa- 
ratism, the province’s govern- 
ing Parti Québécois lost 
by-elections in two previously 
safe seats, and faced a recount 
in a third. The result made it 
unlikely that Bernard Landry, 
the province’s premier, will 
proceed with plans to call an 
early election followed by a 
new referendum on secession. 


Trinidad and Tobago faced 
political uncertainty after the 
prime minister, Basdeo Pan- 
day, sacked his attorney- 
general, prompting two other 
ministers to resign. 


Out go the League 

The Awami League, the party 
of Bangladesh’s prime minis- 
ter, Sheikh Hasina, was beaten 
by Khaleda Zia’s Bangladesh 
Nationalist Party in the coun- 
try’s general election. Rising 
crime and violence contrib- 
uted to the defeat. 





Some 38 people were killed in 
bomb and grenade attacks on 
the state-assembly building in 
Srinagar, in Indian-adminis- 
tered Kashmir. India blamed 
the attack on Islamic militants 
supported by Pakistan. 


Indonesia’s Supreme Court 
overturned the conviction for 
corruption of Hutomo 
“Tommy” Mandala Putra, son 
of Suharto, a former presi- 
dent. Police have been search- 
ing for him for over a year. 
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made another attempt to kick- 
start the economy, thought by 
many to be in recession al- 
ready. It cut interest rates for 
the ninth time this year; the 
half-point drop takes rates to 
2.5%, the lowest since 1962. 
President Bush promised an- 
other stimulus package, 
suggesting new spending and 
tax cuts worth as much as $75 
billion. 


Grounded 

Swissair, in trouble even be- 
fore September 11th, filed for 
bankruptcy and a moratorium 
on debts of SFr17 billion ($10.6 
billion). Switzerland's biggest 
banks, UBs and Credit Suisse, 
planned to subsume Swis- 
sair’s airline services into 
Crossair, a regional carrier, 
after paying SFr260m for its 
70% stake in Crossair. Swiss- 
air’s aircraft were temporarily 
grounded until the govern- 
ment offered an emergency 
loan to get them flying again. 


Sabena, Belgium's flag carrier, 
in which Swissair owns a 
49.5% stake, also filed for 
bankruptcy protection. A 
promised payment of €130m 
($120m), part of a cash injec- 
tion by Swissair, evaporated 
along with the airline. Bel- 
gium’s government pledged 
cash to keep Sabena in busi- 
ness for one more month. 


GE’s aircraft-engine division is 
to shed 4,000 employees, 
about 13% of its workforce; the 
outlook for engine sales looks 
bleak while the world airline 
business is fighting for its life. 


The European Court of Hu- 
man Rights added to the trou- 
bles for airlines by ruling that 


noisy late-night flights at 
Heathrow airport violate the 
human rights of nearby resi- 
dents. Services may have to be 
stopped or made quieter. 
Other European airports may 
have to take similar action. 


Network effect 

Nortel Networks gave warn- 
ing of third-quarter losses of 
$3.6 billion and said it would 
lay off 10,000 employees, 
around 18% of the workforce. 
The Canadian telecoms- 
equipment maker had re- 
corded losses of more than 
$19 billion in the second quar- 
ter, after exceptional charges. 
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Marconi suffered further ig- 
nominy as its shares fell to a 
30-year low after plunging by 
29% in one day. The drop was 
prompted by a filing in Amer- 
ica concerning its ability to 
match its first-half forecast, al- 
though the telecoms company 
denied that this constituted a 





profit warning. Dresdner 
Kleinwort Wasserstein, an in- 
vestment bank, had already 
precipitated another tumble 
by issuing a report suggesting 
that Marconi’s shares could be 
worthless. 


Polaroid is teetering on the 
brink of Chapter 11 bank- 
ruptcy. The American photo- 
graphic company’s poor 
finances worsened consider- 
ably after the terrorist attack 


on America. Conditions for as- 


set sales to reduce debts of 
$950m have deteriorated fast; 
banks and bondholders are 
waiting nervously. 


It was reported that two mo- 
bile-phone giants, Motorola 
and Siemens, are discussing a 
joint venture for their infra- 
structure or handset busi- 
nesses (or both). Mobile 
companies have proved keen 
to cut costs as the mobile 
boom dies down. 


SFR, a mobile-phone group 
that belongs to Vivendi Uni- 
versal, backed away from a 
threat to withhold €619m 
($570m) as part-payment for a 
French 3G mobile-phone li- 
cence. SFR wants to renegoti- 
ate the fee with France’s 
government because the busi- 
ness now looks less profitable. 
Orange, the holder of France's 
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only other 3G licence, is un- 
surprisingly supportive. 


Bayer confirmed that it would 
buy CropScience, from Aven- 
tis, a Franco-German rival, for 
€7.3 billion ($6.7 billion) to 
make it the world’s second- 
largest agrochemical concern. 
Aventis wants to concentrate 
on drug making. Bayer in- 
tends to eschew specialisation 
and stick by its ailing drug 
business, but is seeking a 
partner in Europe. 


Tchibo, a German coffee com- 
pany, is considering a flotation 
of some 25% of Reemtsma, the 
world’s fourth-largest cigarette 
maker, for about €7 billion 
($6.4 billion). Tchibo, which 
owns 75% of the firm, is said to 
be discussing its sale to Japan 
Tobacco, the world’s third-big- 
gest cigarette maker. 


UF] Holdings, Japan’s fourth- 
largest bank, warned of losses 
for the first half of ¥65 billion 
($540m). Japan's other big 
banks are expected to an- 
nounce similarly poor results. 
New rules making them mark 
their shareholdings to market 
prices at September 30th, 
when the market was low, are 
further eroding banks’ capital. 


Other economic data and news 
can be found on pages 96-98 


m 


adi Fe koee 
| Oe - “T 
m E 


JPMorgan iS a marketing name fas investmer _ aT ae n i 
u w oF vas < ' sh U eal KI Sinesses 0O Vile ry Lace cae Pn 4 ab > à 
TEA 3 tment banking businesses of J.P. Morgan Chase & Co. and its subsidiaries worldwide. Investment banking activities are performed by $ affilic 
J.P. Morgan Chase & Co.. including J.P M Q x st aha diate devas l vites are periormed by securities affiliates of 
; <€ ase ¢ AO. Suang vorgan Secuntes Inc.. member NY SE SIPC Lending derivative, and commercial banking activities are performed b banking affiliat r PM ~ 

T TEER ms Pan n i ; i r A r = ’ w „4 AN Ag i VITS ec ae ie et Yy ar 9 allitates of. Vio hase Wa 
SS © I and ary gaci ' ID Mga Se turitvee l ti imamhar | OF) and h TFA as ab ottor Uas nasi $ t J rgan Chase & Co 


i poy t ionita gach ET pl atg bv the GEA 90071 ID ha 


i 


manh Tag Rim All siete ga amor 
| 





With the 360 relationship 


you get the whole picture 


When you look at the competitive landscape, what 
do you see? What don’t you see? To compete, you 
need to see every angle, every possibility, wherever 
you look. And that’s why we welcome you to the 
360° relationship. The JPMorgan relationship. It’s 
the way we view your business, and it’s also the way 
we do business. Delivering leadership capabilities in 
investment and commercial banking, private equity 
and wealth management. When we surround you 
with knowledgeable people, industry insight and 
a global perspective, you get inventive, integrated 
solutions that you can trust are right for you. You 
get the whole picture. The 360° relationship. 
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Transforming business in the North Sea 


Outsourcing becomes 
a platform for growth 


BP, Talisman UK, Conoco UK and 
Britannia Operator partner with Accenture 


{Now it gets interesting.} 


Business transformation outsourcing can fuel growth -in any 
business. Accenture combines Outsourcing capabilities with 
consulting experience to help you transform your business and 
drive topline results. To see how, visit accenture.com/outsourcing. 
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The propaganda war 


It is needed to sustain the immediate battle, but also to win the peace 


ERY day during the 
build-up of American forces 
around Afghanistan, it has 
seemed that the first military ac- 
tion against the al-Qaeda terro- 
rist bosses and their hosts, the 
country’s Taliban regime, must 
be just “a few days away”. So 
numerous have been the journalists clustered in and around 
the expected frontline and so scarce has been the news that 
some have even reported upon what they say have been the 
first skirmishes, though more in the hope of accidentally being 
right than because of any actual information. Frustrated, 
some of the journalists have even begun to return home. 

The first attacks may indeed be just “a few days away”. But 
another sort of war is already under way, one in which jour- 
nalists are already playing an important role as a conduit or fil- 
ter, though not just the scribblers and broadcasters from the 
West. It is the propaganda war. That word has come to have a 
derogatory meaning, of the dissemination of untruths. In this 
case, America’s task is (in truth) to disseminate truths, about 
its motives, about its intentions, about its current and past ac- 
tions in Israel and Iraq, about its views of Islam. For all that, 
however, this part of the war promises to be no easier to win 
than the many other elements of the effort. 





Questions of evidence 

Success in the propaganda war is a vital preparation for mili- 
tary action; it will be vital if the coalition of allies is to be main- 
tained during that action and amid the inevitable setbacks; 
and it will be most vital of all if defeats of these particular ter- 
rorists are to be followed up, as they should be, by a wider ef- 
fort to make the ensuing peace more secure, within Central 
Asia and the Middle East as well as at home. 

In this war, the United States has so far been quite success- 
ful. The appalling scale and nature of the attacks on New York 
and Washington, DC, on September 11th were enough to bring 
most of the coalition of supporters together, putting aside 
some of their old differences and resentments. The truth of the 
World Trade Centre was self-evident. The resolute but mostly 
well-measured response by President George Bush and his 
cabinet, combined with some nimble diplomacy, then made 
that coalition larger than could have been predicted on Sep- 
tember 10th, especially among the countries surrounding Af- 
ghanistan. 

The task now, though, is to keep that coalition together. 
This is tricky, as there are pressures in several directions (see 
page 15). Public opinion in Western Europe and the United 
States does not seem to be impatient for military action, but as 
time goes on and the television cameramen search for useful 
ways to spend their time, so more and more images will ap- 
pear of starving Afghan refugees, of innocents displaced or in- 
nocents liable to be caught in the crossfire. That argues for 
speed. Afghanistan's neighbours and countries in the Arab 
world, however, are nervous about hasty action. Govern- 
ments there are concerned about their own publics’ opinions, 


and the views of powerful factions within their countries. 
This argues for caution, and for careful preparation. Most of 
all, though, it argues for the release of some of the evidence for 
the guilt of Osama bin Laden and his al-Qaeda network. 

This is a practical rather than a moral matter. The United 
States needs to retain the support of Pakistan, Uzbekistan, 
Saudi Arabia, Egypt and others. To be able to fend off their 
own critics and enemies, those countries’ governments need 
to be able to show that they are assisting in a just cause, rather 
than merely doing the American hegemon’s bidding. It has 
been useful that some of the evidence has been shown pri- 
vately to governments, both in Europe and on the frontline. 
But, it would be best if some evidence were to be put into the 
public domain, probably just at the moment when military 
action begins. The tour of the main Arab and Muslim allies by 
Donald Rumsfeld, Mr Bush’s defence secretary, which began 
on October 3rd, offers a good opportunity if it is to coincide 
with military strikes. The evidence does not have to amountto 
a full case for the prosecution of the sort that might convince a 
jury: that would be impractical and would risk giving away 
too many secrets. Yet it needs to be enough to help the fron- 
tline governments to keep their critics at bay. 

In the past, they have not been good at that. Some, indeed, 
especially in the Arab world, have collaborated in disseminat- 
ing a view of America and its foreign policy that has been hos- 
tile to a fault. Iran is the most aggressive in this regard, and its 
conservative clerics resumed their noisy criticism of America 
last week. But it is not alone. One cause célèbre in Arab minds 
is, naturally, Israel (see pages 19-21). One of America’s most im- 
mediate worries is whether violence between Israelis and Pal- 
estinians could lead to desertions from the coalition—and 
what to do aboutit. That is why President Bush slipped a men- 
tion of support for an eventual Palestinian state into public 
comments this week. He and his officials will now need to do 
more, not only to persuade Israel to moderate its army’s ac- 
tions (see next leader) but also to persuade Arab governments 
to tell their people that that is what itis doing. 


The shadow of Saddam 
Armed even with the truth, America is not going to be able to 
win round the hearts and minds of Muslims, especially Arabs, 
within a matter of weeks or even months. But it can hope to 
gain their acquiescence, through the information dissemi- 
nated by their governments. It also has a longer-term task, 
however: that of garnering support for whatever new regime 
or structure it wishes to encourage in Afghanistan, to succeed 
the Taliban. For that task, it needs to think back to the Gulf war. 
Iraq poses both an immediate propaganda challenge and a 
lesson about what not to do when you have won a war. The 
immediate challenge is that, both within the Muslim world 
and in the West, it is widely believed that American-led sanc- 
tions and the no-fly zones enforced by American and British 
fighters have led directly to the deaths of hundreds of thou- 
sands of Iraqi children. America, it is said, has a double stan- 
dard: it supports Israel in responding to murders of Israeli citi- 
zens but cares little when Arab children die. 
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The true cause of those deaths is Saddam. Although sanc- 
tions contribute to his country’s impoverishment, it is he who 
has chosen to restrict the distribution of food and medicine 
that is permitted by them, and facilitated by an “oil-for-food” 
programme, both directly and by siphoning off some of the re- 
sources for himself. Nevertheless, the truth is that sanctions 
have failed, on two counts. They have failed to bring down the 
Iraqi dictator. And they have allowed him to win his own pro- 
paganda war, by associating America with dying children. 

As the campaign proceeds against al-Oaeda and the Tali- 
ban, America will need again to take up its argument with Sad- 
dam, in order to fend off Arab criticism. Humanitarian aid to 
Afghan refugees, and demonstrable care about civilian casual- 
ties there, will play an important role. But also, those Iraqi chil- 
dren are likely to come up again. America must have its argu- 
ments ready, but also a plan to revive reforms to the sanctions 
(dubbed “smart” sanctions) that Russia (among others) scup- 
pered at the United Nations in July. 


Israel and the Palestinians 


America back in the middle 


The longer-term lesson, though, is even more important. In 
1991, when the American-led coalition drove Iraq’s tattered 
army out of Kuwait, it stopped short of bringing down Sad- 
dam Hussein himself. President Bush’s father was nervous 
that Iraq might descend into chaos, or that America might be 
left with an enduring entanglement there, and so were his 
neighbouring allies. The result has been disastrous. Saddam 
remains in power; efforts to contain his military strength 
through UN inspections were only partially successful and 
helped to stoke Arab resentment; and sanctions have allowed 
him to play the victim. 

With an eye on what might happen if the Taliban regime is 
toppled, many are saying again that it might be better not to go 
that far. The risk of chaos is too great. The Iraqi lesson, though, 
points the other way. The risk of leaving a defeated regime in 
place is too great: a focus for resentment, it will in time turn the 
propaganda war against you. If you fight a war, you have to be 
willing to deal with the consequences of victory. = 


Intervening in the Israeli-Palestinian conflict is crucial for anti-terrorist unity 


HEN Arabs accuse the 

United States of being 
bloodstained from Israel's 
“crimes”, they are, as we argue 
on pages 19-21, playing games 
with the historical truth. On the 
other hand, there is no arguing 
with the evidence, from one 
Arab country after another, that if America’s coalition against 
terrorism is to include large parts of the Muslim world, the Un- 
ited States will have to repolish its credentials as an even- 
handed intermediary between Israel and the Arabs. Above 
all, it will have to be recognised as a restraining influence on 
the current Israeli government. Hence America’s urgently ex- 
pressed concern about the fresh surge of violence in Israel and 
the occupied territories, and the pressure it is exerting to rescue 
the all-but collapsed ceasefire. 

Beyond this, the administration seems on the point of ac- 
cepting that its post-Clinton policy of benevolent disengage- 
ment from the Israeli-Palestinian political dispute is no longer 
adequate to the situation. “We are working diligently with 
both sides to encourage a reduction of violence so that mean- 
ingful discussions can take place,” said President George Bush 
on Tuesday, affirming that he backed both the idea of an even- 
tual Palestinian state and the proposals in the Mitchell report 
that would pave the way for a return to peace talks. The af- 
firmation will please the Palestinians, who argue that security 
talks must open the way for political ones, as much as it will 
displease the Israeli government, which is deeply reluctant to 
take up some of the suggestions made earlier this year by a 
group led by a former American senator, George Mitchell. 

The Israeli-Palestinian situation has become threatening 
enough to call for active American intervention. Not long ago, 
it seemed possible that the year-old Palestinian uprising might 
be dribbling inconclusively to an end, but militants on both 
sides have put paid to that. On the Palestinian side, the car- 





bomb that exploded in West Jerusalem on October 1st, the 
work of Islamic Jihad, was in direct contravention of the cease- 
fire hurriedly declared by Yasser Arafat in the wake of the ter- 
rorist assault on America. As it happened, no one was killed 
by the bomb but, next day, Hamas gunmen attacked an Israeli 
settlement in Gaza, killing two young Israelis. 

The Israeli army responded with an assault on Gaza city, 
and with a cabinet decision to let the army do whatever it 
thought necessary to defend civilians. Ariel Sharon and his 
ministers are under strong domestic pressure to follow the in- 
stincts of many of them and take action aimed at blasting the 
Palestinian leader and his regime out of the water. Most Israe- 
lis, including senior people in the government, hold Mr Arafat 
directly responsible for all Palestinian violence, largely be- 
cause of his failure to arrest named suspects. They are eager to 
see the back of him, without dwelling too much on what 
might happen in a post-Arafat era. 


Motes, beams and ceasefire violations 

But militant Palestinians are not alone in holding up two fin- 
gers to the ceasefire. At American insistence, Mr Sharon agreed 
last week that his foreign minister, Shimon Peres, should talk 
to Mr Arafat about ways of saving the truce. Look at what hap- 
pened in the first few days after that meeting on September 
26th. Within 24 hours, Israeli tanks and bulldozers were flat- 
tening half a dozen Palestinian houses in southern Gaza, with 
four Palestinians killed in the fighting that followed. Over the 
next three or four days, another 15 Palestinians were killed, in- 
cluding a ten-year-old boy, and two taxi passengers who hap- 
pened to be at an army checkpoint. 

Mr Peres saw his efforts disastrously undermined by the 
army’s high-handed tactics. An Israeli newspaper then re- 
ported that the foreign minister believed certain senior gener- 
als were intent on assassinating Mr Arafat himself, and the 
story rippled around the world’s media—though Mr Peres 
claims that he was misquoted. But he has not tried to disguise » 
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> his exasperation at what is going on. The question is whether 
his anger is correctly directed at an army that is supposedly 
out of control, or whether it would be better directed at fellow- 
members of the Israeli government. 

Right-wingers in Ariel Sharon’s coalition have not aban- 
doned their conviction that the American-led war on interna- 
tional terror provides an ideal opportunity for Israel to crack 
down conclusively on Palestinian terror, starting at the top 
with Mr Arafat, whom Mr Sharon has repeatedly labelled 
“our bin Laden”. The Americans, recognising that an Ameri- 


can-Israeli anti-terrorism bond would destroy all hope of 
Arab, and possibly Muslim, co-operation, have been swift to 
throw cold water on the idea. But, faced with the threat and the 
reality of terrorism, many Israelis, probably including the 
prime minister himself, find the idea of a grand alliance with 
America too sweet to let go. 

They are mistaken. The United States does not have to give 
up its friendship with Israel, butit is now clearer than ever that 
it is in America’s interests to use that friendship to help bring 
an end to the long and bloody dispute with the Palestinians. m 





The threat of bioterrorism 


Bad chemistry 


Better co-ordination and stronger public-health systems are the right response 


HE originality and audacity 

of the terrorist attacks on 
September 11th have set imagi- 
nations racing. The minds that 
conceived of hijacking fuel- 
laden aircraft and using them as 
flying bombs may well be capa- 
ble of still darker plans. The 
doomsday scenarios of a chemical, biological or nuclear at- 
tack by terrorists, long so popular in books and films, sud- 
denly seem both less fantastic and more worrying. Americans 
and Britons have been stocking up on gas masks and antibiot- 
ics. Serious newspapers are running survival guides in the face 
of biochemical Armageddon. Even such sober bodies as the 
World Health Organisation have issued warnings. 

Fortunately, wreaking destruction on the scale of the 
World Trade Centre disaster using such weapons of mass de- 
struction would not be child’s play. There are enough techni- 
cal obstacles to producing and deploying any of them to make 
the effort a long and costly enterprise that probably needs 
some support from a state sponsor (see page 73). Terrorists 
might, of course, acquire their biological, chemical or nuclear 
weapons off-the-shelf, either from sympathetic regimes or 
from scientific teams defecting from Russian or other state- 
sponsored programmes. But the complications of targeting 
and delivery still make other do-it-yourself methods, such as 
hijacking or bombing, far easier. 

Yet the purpose of terrorism is to terrorise, and unconven- 
tional weapons, even in small doses, can do this extremely ef- 
fectively. It needs only a small-scale chemical or biological as- 
sault to grab a city’s or country’s attention, as the sarin attack 
on the Tokyo underground in 1995 showed. The ultimate terro- 
rist weapon is, after all, fear: panic can be as paralysing as any 
nerve gas and more infectious than any virus. Such “token” at- 
tacks are therefore a real threat. 





Don’t panic 

Fighting such fears effectively will take what Graham Pearson, 
a biological-weapons expert at the University of Bradford, in 
Britain, calls a “web of reassurance”. Governments should 
now take measures to strengthen public confidence that their 
countries can cope with anything which might be thrown at 
them. Tougher security at potential targets, such as at nuclear 
power stations or hazardous-waste dumps, is one obvious 


step. Another is to clamp down on access to the raw materials 
of nuclear, biological and chemical weapons, through strict li- 
censing of laboratories and close regulation of suppliers. 

But the real key to dealing with any attack, token or other- 
wise, is good preparation, communication and co-ordination 
among those who would have to pick up the pieces. Most 
countries likely to be in the firing line today—chiefly America 
and its European allies—already have the number of police- 
men, firemen and other emergency workers they need to cope 
with the problem. But these people often lack systematic train- 
ing. Doctors and nurses, for instance, can be shown how to 
look out for unusual symptoms, which are the first sign of a 
biological attack, and to report them immediately. Public- 
health officials can then start working on a diagnosis, while 
epidemiologists track down where the outbreak started. 

Local governments need to dust off and improve their 
plans for the co-ordination of hospital services in case of an 
emergency, and they need to test them in drills that are as life- 
like as possible. National governments can help by identifying 
the best civil-defence plans of their local authorities, and en- 
couraging their use elsewhere. In America, it would help if 
money to fight bioterrorism filtered down to local govern- 
ment, rather than being spent by committees in Washington. 
And all countries need to do more to strengthen their public- 
health systems, which have too often fallen into disrepair as 
resources have flowed into secondary and tertiary care. 

Lastly, recent talk of grand alliances in the fight against ter- 
rorism should be expanded to advance the cause of global co- 
operation in controlling nuclear, chemical and biological 
weapons. This means stepping up pressure on countries that 
have yet to sign international agreements and treaties aimed 
at stopping the spread of biological, chemical and nuclear 
weapons. It also means that countries that have objections to 
the compliance protocol that has been proposed to the Biolog- 
ical Weapons Convention, notably America, need to set to 
work on anew plan to improve the monitoring of the existing 
ban at their next meeting in November. 

Building an effective biological, chemical or nuclear 
weapon is genuine rocket science. But improving countries’ 
preparedness for the risk that terrorists may eventually get 
hold of weapons of mass destruction, and use them, is not. 
The world already has many of the tools to reduce the threat 
and mitigate the impact of any such attacks; what itnow needs 
is the wit and the will to use them properly. = 
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A battle on many fronts 


WASHINGTON, OC 


America is almost ready for military action against Osama bin Laden. An even 
tougher war is already under way, this one for public opinion 


N THE first days of October, America be- 

gan to move beyond alliance-building 
towards military strikes. Officials briefed 
allied governments about the coming op- 
erations, and showed them—but not their 
publics—the evidence that Osama bin 
Laden, the target, was indeed responsible 
for the atrocities of September 11th. 

The briefings had their effect. In Brus- 
sels, Lord Robertson, NATO’s secretary- 
general, said that “the facts were clear and 
compelling and point conclusively” to the 
involvement of Mr bin Laden's al-Qaeda. 
He formally invoked Article 5 of the North 
Atlantic treaty, which holds that an attack 
on one NATO member is an attack on all. 
Vladimir Putin, Russia’s president, said he 
had seen all the proof he needed. Pak- 
istan’s General Pervez Musharraf said the 
Taliban's days were numbered. 

On October 2nd, Tony Blair seemed to 
be preparing Britain for military action 
against the Taliban. “The aim”, he said, 
“will be to eliminate their military hard- 
ware, disrupt their supplies [and] target 
their troops. The Taliban [must] surrender 
the terrorists or surrender power.” George 
Bush himself was less martial, but clear 
nonetheless: “The Taliban must turn over 
al-Oaeda and must destroy the terrorist 


camps, otherwise there will be a conse- 
quence. There are no negotiations, there’s 
no calendar. We'll act on our time.” 

The previous ten days had been spent 
deploying weapons, defining targets, 
building up the Afghan opposition and 
consolidating the alliance, especially 
among Arab states. These last two pieces 
have proved slow to move into place. 

To strengthen the Afghan opposition, 
Mr Bush authorised aid to help the North- 
ern Alliance. As the administration knows, 
however, any takeover of Afghanistan by 
the Northern Alliance, which is domin- 
ated by minority Uzbeks and Tajiks, would 
risk degenerating into warlordism. So the 
money will not go to the alliance only. Do- 
nald Rumsfeld, the defence secretary, 
talked of helping “tribes in the south” (that 
is, the majority Pushtun). And America 
this week shoved the alliance into a pact 
with Afghanistan's exiled king, Muham- 
mad Zahir Shah, also a Pushtun (see next 
story). The administration is creating what 
it hopes will be a stable alternative to the 
Taliban—and promising it financial back- 
ing if it comes to power. 

Equally important, America this week 
moved to consolidate the Arab coalition. 
Mr Bush said he was willing to support a 
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Palestinian state, subject to reservations. 
This had been decided upon before Sep- 
tember 11th, it was explained. Nor is it un- 
precedented: Bill Clinton had said the 
same, though Mr Bush had not. Whether 
the new statement will stiffen Arab sup- 
port remains unclear. 

In short, the weapons and the soldiers 
are in place. The diplomatic work is mak- 
ing progress. The local opposition is nearly 
lined up. What remains is to find the right 
target and strike. 


Another kind of war 

Even if the time has not been wasted, the 
delay between the attacks and the still- 
awaited military response has been sur- 
prising. Things have moved slowly not 
only because of all the preparatory mili- 
tary and diplomatic work, but because the 
administration understands it also has a 
war of ideas to fight. It has to persuade 
America, its allies and Muslims around the 
world that its fight is against terror, not Is- 
lam. If it fails, Muslim support for the cam- 
paign will collapse; a backlash against 
America and its allies might create huge 
new problems (such as the Talibanisation 
of Pakistan); and, in the longer term, the 
hope of peaceful modernisation of the » 





> Arab states will be gravely set back. 

To begin with, it must be said, the pro- 
paganda war did not go well. Soon after 
the attacks, the president was asked to 
characterise the coming conflict. After 
struggling for a word, he chose “crusade”. 
In western usage, this term long ago lost its 
original religious meaning (a war for the 
cross). In Arab countries, it has become a 
new term of abuse, referring not so much 
to medieval Christian attacks on Jerusa- 
lem as to perceived western triumphalism 
in dealing with Muslim countries. Mr bin 
Laden calls his organisation the Islamic 
Front for Jihad against Crusaders and Jews. 
Mr Bush’s use of the term was pounced on 
in the Arabic press, and undid much of the 
credit he had gained by visiting mosques 
and deploring attacks on Arab-Americans. 

Worse was to follow. On September 
26th, Silvio Berlusconi, Italy’s prime minis- 
ter, delivered a prepared speech about “the 
superiority of Christianity” and the need 
to “occidentalise” the Middle East. (He 
later said his remarks had been taken out 
of context.) Newspapers throughout the 
Arab world splashed his comments across 
their front pages, and devoted yards of crit- 
icism to them. The Arab League and the 
Egyptian and Lebanese governments an- 
grily demanded an explanation. 


A matter of presentation 

Yet the difficulties of waging a propaganda 
war go beyond the propensity of some 
western leaders to stuff feet in mouths. 
Even in America, there are vocal critics of 
military action, who see it not as a war 
against terror but as an outburst of blind 
revenge, waged in support of decades of 
bad policy (see page 40). They may not 
seem to matter: over 80% of Americans fa- 
vour retaliation. But such critics are more 
numerous in Europe, and in America their 
influence is likely to grow. 

Even now, a humanitarian disaster is 
unfolding in Afghanistan before a shot has 
been fired—much of it in front of the 
world’s television cameras. When the 
bombs start falling, and the exodus in- 
creases, that disaster will probably be 
blamed on the West. (People will forget 
that more than 4m refugees fled from Af- 
ghanistan long before September 11th, dri- 
ven out by civil war, drought and the Tali- 
ban’s misrule.) America has to do what it 
can to defeat this argument. It is already 
the largest donor of food to Afghanistan. 
On October ist, Mr Bush said he would 
send another $100m-worth, about a fifth 
of what the United Nations High Commis- 
sioner for Refugees says will be needed. 


But America may have an even bigger 
problem in winning the propaganda war: 
those Americans, largely on the right, who 
think the country will indeed eventually 
have to wage war on Islam—or, at least, va- 
rious chunks of the Muslim world. These 
voices say that you cannot defeat terror 
without confronting its backers in Iraq, 
Iran and to some extent Saudi Arabia and 
Syria. They also demand a policy based on 
respect for democracy and human rights, 
which, they say, means confronting both 
fundamentalist Islam and the repressive 
secular regimes that are part of the Ameri- 
can-led coalition. 

One version of this line of attack has al- 
ready divided the administration. Paul 
Wolfowitz, the deputy secretary of de- 
fence, has clashed with the secretary of 
State, Colin Powell, over whether to over- 
throw Saddam Hussein as well as the Tali- 
ban. This dispute has not been settled, just 
deferred. Iraq’s leader, of course, is no Is- 
lamist and Mr Wolfowitz wants him out 
for reasons of security, not doctrine. Still, 
Iraq's dictator is popular in many Arab 
countries; fighting him will be seen as an 
attack on another Muslim regime. 

More immediately, tensions have 
emerged between the requirements of the 
propaganda war and the need to keep the 
alliance together. A particular problem is 
Russia, where most people flatly regard Is- 
lam as their principal enemy. After some 
hesitation, Mr Putin supported America’s 
use of military bases in Uzbekistan and Ta- 





A few things to think about 


jikistan. In exchange, he wanted America 
to suspend its criticism of Russian repres- 
sion in Chechnya, whose uprising Mr bin 
Laden may well have supported. (Russia 
says one of the Chechen commanders is a 
Jordanian linked to al-Qaeda.) Mr Bush’s 
spokesman duly backed the Russian presi- 
dent’s ultimatum to the Chechens to break 
all ties with Mr bin Laden, or else. This 
caused anguish among America’s human- 
rights watchers. If this happens over an ac- 
tion by Russia—a democracy, of sorts— 
imagine the outcry if Saudi Arabia or Jor- 
dan or Egypt cracked down on its govern- 
ment’s Islamist critics. 


As Arabs see it 

However hard the fight for American 
hearts and minds may be, it will be easy in 
comparison with the battle for Muslim 
opinion in the Middle East. At the moment, 
at least, most Arabs do not believe a word 
they hear from Washington. Arab govern- 
ments publicly distance themselves from 
America for their own survival; if they 
tried to rally their people to the cause of 
fighting terror, they might be repudiated. 

Moreover, to make the case against ter- 
ror effectively, Arab governments will 
have to overcome much of the anti-Ameri- 
canism they themselves have carefully fos- 
tered, partly to deflect attention from their 
own unpopularity. That hostility has be- 
come more strident, both in the officially 
controlled press and on satellite television 
beyond the governments’ grasp. Its refrain 
is that, by abandoning the peace process, 
America joined in a war against the Pal- 
estinians led by Ariel Sharon, whom most 
Arabs regard as a worse criminal than Mr 
bin Laden. It is unclear whether the ad- 
ministration’s new support for a Palestin- 
ian state will make a difference. 

Despite everything, the propaganda 
war may not be unwinnable. Govern- 
ments of Muslim countries, and their high- 
est-ranking clerics, have been almost 
unanimous in condemning Mr bin Laden. 
Last Friday, the sermon preached by the 
sheikh of Egypt’s Al Azhar mosque ex- 
plained the right of a victim to strike back 
at his attackers. Most remarkable of all was 
the condemnation by Sheikh Mohammed 
Fadlallah, the spiritual leader of Hiz- 
bullah, which is on the State Department’s 
list of terrorist organisations: “Although 
we are hostile to United States policy,” he 
said, “we are horrified at these operations, 
which no religion in the world supports.” 
The battle of ideas will be long and hard, 
but, if even Sheikh Mohammed can say 
that, victory is not beyond reach. m 
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Afghanistan 


After the Taliban 


FAIZABAD, ISLAMABAD AND PESHAWAR 
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Who will take power if the Taliban are overthrown? 


EARLY a month after the destruction 
of the World Trade Centre, the Taliban 
still rule Afghanistan—but not, perhaps, for 


much longer. The United States is con- 


vinced that the fundamentalist move- 
ment, which seized power in 1995-96, still 
harbours the mastermind of the terrorist 
attack. World opinion has sanctioned ac- 
tions that may result in the Taliban’s forc- 
ible removal from power. 

In the Taliban's prospective demise, 
many interested parties spy an opportu- 
nity. Afghanistan has been at war since the 
Soviet invasion of 1979. Its people are im- 
poverished; the state barely exists. Under 
the Taliban, it became the hub of a move- 
ment to purge Muslim lands of western 
influence through terror, and to impose Is- 
lam in its most rigid form. Now there is a 
chance to charge the citadel of violent fun- 
damentalism and replace militant Islam 
with a less threatening Afghan patriotism. 

One possible key to solving the pro- 
blem lies with Afghanistan's 86-year-old 
former king, Muhammad Zahir Shah, who 
took his crown in 1933 and lost it in a pal- 
ace coup 40 years later. Zahir Shah says he 
does not intend to restore the monarchy. 
But he is willing to return to Afghanistan to 
rally the widespread loyalty he com- 
mands around a new dispensation. On 
October ist the main opponents of Taliban 
rule agreed in Rome, where the ex-king 
lives in exile, to form a 120-member “su- 
preme council”. This in turn may convene 


a Loya Jirga, a traditional gathering of tribal 
elders and other notables, last called in 
1964, for the purpose of choosing a head of 
state and a transitional government. The 
agreement includes the United Front, 
more popularly known as the Northern 
Alliance, the only serious armed opposi- 
tion to the Taliban regime. 

This is encouraging. Agreement be- 
tween the king and the Northern Alliance 
harks back to an earlier and more harmo- 
nious notion of Afghan identity. The for- 
mer king, like most of the Taliban, is a 
member of the Pushtun, a people, also 
called Pathans, who constitute about half 
the population. The Northern Alliance 
consists mainly of smaller groups such as 
Tajiks, Uzbeks and Hazaras, who share the 
Shia Islam of Iran: that the king speaks Per- 
sian rather than Pushtu is reckoned a point 
in his favour. A recent poll inside Afghani- 
stan, sponsored by America’s State Depart- 
ment, purported to have found he was 
backed by 51% of Afghans. Mullah Mu- 
hammad Omar, the Taliban's leader, came 
second, with 11%. 

Yet there are problems. The king is not 
acceptable to all Afghans. Nor, more wor- 
ryingly, are all his supporters acceptable to 
each other. The Taliban are still struggling 
to survive. According to the News, a Paki- 
stani newspaper, they are convening gath- 
erings of their own to rally the support of 
important Pushtun tribes. An elder of the 
Popalzai tribe, to which Zahir Shah be- 





longs, said it would wage jihad against the 
United States if it attacked Afghanistan. 

In addition, Pakistan may not have en- 
tirely given up on the Taliban. Foreign ob- 
servers believe that some elements of Pak- 
istan’s leadership, especially in the mil- 
itary Inter-Services Intelligence agency, 
are pressing for the sacrifice of Mullah 
Omar in order to save friendly “moder- 
ates” among his colleagues. Pro-Taliban 
sentiment is likely to be reinforced by the 
rise to favour of the Northern Alliance, 
which Pakistan regards as a tool of threat- 
ening foreign powers, especially Russia 
and Iran. 

The favour shown to the alliance also 
worries backers of the king, especially 
Pushtuns. The alliance includes figures 
with unsavoury histories, such as Abdu- 
rab Rassul Sayauf, a fundamentalist leader 
who some believe first invited Osama bin 
Laden to Afghanistan. “I will never work 
with the Northern Alliance,” declares Pir 
Sayed Ishaq Gailani, a spiritual leader who 
is spokesman of the National Solidarity 
Movement of Afghanistan, a new alliance 
of pro-king groups based in Peshawar. 
Support for the ex-king could anyway 
evaporate if Afghans come to see him as a 
tool of American interests. 

Even within the fractious Northern Al- 
liance itself, there may be misgivings 
about the king. Its political leader, Burha- 
nuddin Rabbani, is president of the inter- 
nationally recognised government of Af- 
ghanistan, although it controls only 
between a tenth and a fifth of the territory. 
Mr Rabbani may soon be out of a job. 


Not such fun in the Taliban-free zone 
In the quest for consensus, the main ally is 
desperation. You can see it in Faizabad, 
provisional capital of Mr Rabbani'’s state. 
Its rule is a lot better than in the places un- 
der Taliban control. Women may work; 
girls can go to school. With a population of 
100,000, it boasts the only television sta- 
tion in the entire country. Enlightened, 
perhaps, but still pitch-dark at night. Since 
the electricity went off ten years ago, the 
town’s 1,000-odd television sets must be 
hooked up to generators or car batteries. 
The only airport is a crudely laid Soviet 
military airstrip, surrounded by derelict 
huts. There are no postal connections with 
the outside world, no public transport, no 
mains water, no newspapers, no banks, no 
public library, no theatre, cinema or mu- 
seum, and no metalled roads. Heating is by 
firewood, brought by donkey from the fast- 
dwindling forests. There are 600 tele- 
phones, connected to a 60-year-old man- » 


> ual exchange. The government, let alone 
the public, has no access to the Internet. 
The economy barely functions (see 
page 66). Change $100, and you get a car- 
rier bag full of money. Salaries are tiny— 
the operator of the city’s telephone ex- 
change, an important personage, makes 
$20 a month. Hafiz, a 13-year-old refugee 
who shines shoes in the bazaar, does a bit 
better, supporting his family on a dollar a 
day. He has been working ever since he 
can recall, and has never been to school. 
Three years of drought have stricken 
agriculture. A nearby district, Rogh, has 
lost 60% of its population. “People who 
had 50 sheep three years ago now have 
two or three,” says Amir Safawi, the local 
head of a Swedish relief organisation. 
There is malnutrition, tuberculosis and 
malaria. Yet tens of thousands of people 
are fleeing war and hunger for the relative 
prosperity, believe it or not, of Faizabad. 


Holding out 

For the past five years the Northern Alli- 
ance has been fighting the Taliban, largely 
unsuccessfully, on its own. The northern 
government and its friends currently con- 
trol five bits of territory, separated by Tali- 
ban-controlled areas. Reaching the head- 
quarters in western Afghanistan of Ismail 
Khan, one of the most impressive and 
moderate figures in the coalition, involves 
a helicopter ride over enemy lines, fol- 
lowed by days hiking through the moun- 
tains. Communication is by short-wave ra- 
dio or satellite telephone. 

The alliance’s troops are mostly foot 
soldiers, fierce and skilful but without 
much formal training, armed only with 
light weapons and lacking air support. 
“We can take ground but then the Taliban 
come and bomb us back,” says one senior 
military figure. Abdul Nabi, a 22-year-old 
junior commander, says that his group of 
56 men has just one truck. The Taliban, he 
says, all travel in Datsun jeeps. Bar some 
ammunition from Iran, he sees no sign so 
far of outside military help for his men. 
That is probably a bit grudging. Russia sup- 
plies fuel to the northern forces, and 
wounded fighters are treated in hospitals 
in ex-Soviet Tajikistan. Still, the big lack is 
logistics, air defence and combat aircraft. 

The opposition forces have made some 
advances in recent weeks, and claim hun- 
dreds of defectors from the Taliban side, in- 
cluding many conscripts. But the offensive 
now seems to have bogged down. The big- 
gest weakness is in the leadership. There is 
no commander to match the stature and 
effectiveness of the north’s assassinated 


military chief, Ahmad Shah Masoud. The 
precarious unity of the past few weeks 
could fall apart, as have past attempts to 
unite the anti-Taliban forces. 

The Northern Alliance may be an im- 
portant part of the attack on the Taliban. 
But victory will also require a southern 
strategy, to mobilise the mainly Pushtun 
populace around such Taliban strong- 
holds as Kandahar. It may require Ameri- 
can-led intervention, at least from the air. 
One diplomat foresees strikes against air- 
fields and telecoms installations. 

Rebellion may well be abetted by peo- 
ple like Abdul Haq, who fought the Soviet 
invaders in the 1980s and then left Af- 
ghanistan in disgust, he says, at the squab- 
bling among the victorious mujahideen. 
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Now the owner of an Internet café in Du- 
bai, Mr Haq has returned to Peshawar to re- 
cruit a force that could join a Pushtun 
“Southern Alliance”, He is a potential re- 
cipient of the aid the American govern- 
ment intends to supply to anti-Taliban 
forces. Mr Haq reckons the war will be fast 
and short. American troops, he and almost 
all Afghans agree, should stay out of it. 


Filling the vacuum 

Creating a vacuum in Afghanistan would 
be all too easy—and its results could be ter- 
rible. When the Soviet-backed govern- 
ment fell in Kabul, Afghanistan’s capital, 
lawless potentates stepped into the 
breach, making the Taliban’s harsh rule 
seem a welcome relief, at least at first. 
Responsibility for avoiding a second in- 
stalment of “warlordism”, and creating a 
durable and popular system in its place, 
rests in part on the United States and its al- 
lies, in part on international bodies such as 
the United Nations, and in part on the frail 
shoulders of the king. It is still unclear 
whether all will rise to the challenge. 





The first requirement is a framework 
that makes allies rather than competitors 
of Afghanistan’s anti-Taliban forces. This 
will require a common command struc- 
ture for the Northern Alliance and the 
southern forces, and an agreement on just 
how far each can go. Itis a job for the king’s 
men, but, says a senior diplomat, “If Amer- 
ica wants Afghan allies, it should be en- 
couraging this.” There must also be a 
mechanism for co-ordinating Afghan ir- 
regulars and foreign support. 

The need for force will not end with the 
toppling of the Taliban. Mr bin Laden must 
be caught: besides him, an estimated 
5,000-20,000 Arabs and other foreigners 
in Afghanistan who share his ferocity may 
have to be captured or killed. Peacekeeping 
will require western money, advice and, 
possibly, a multinational force, probably 
including soldiers from some Muslim 
countries. This force would be more palat- 
able if the repatriated ex-king invited it in. 


Anation to build 

The United States has said that it will not 
engage in “nation-building”. Yet inatten- 
tion could be disastrous. Although the 
transitional government selected by the 
Loya Jirga will, if all goes according to plan, 
be formally in charge, it will be wholly reli- 
ant on international aid to rebuild Af- 
ghanistan’s shattered institutions and 
what it has in the way of public services. 

International help will also be needed 
to reconcile competing ethnic and reli- 
gious groups and win the support of Af- 
ghanistan’s six neighbours for a new gov- 
ernment. The first task may begin with an 
internationally monitored census, to es- 
tablish who the Afghans really are and, 
after 23 years of war, where they are. In the 
inevitable squabbles among ethnic groups 
over spoils and political power, interna- 
tional bodies can be the referee. 

Afghanistan will be asked to reassure 
its neighbours about the future. Iran, hav- 
ing overthrown its own shah in 1979, is re- 
luctant to see one restored next door. Pak- 
istan fears that any Afghan government it 
does not control will be a tool of India and 
a stirrer-up of nationalism among its own 
Pushtuns. One reassuring gesture would 
be recognition by Afghanistan of the Du- 
rand line, the porous border between Paki- 
stani and Afghan Pushtuns, which Pak- 
istan has long soughtin vain. 

The Afghans must choose their own fu- 
ture. Will it be one their neighbours, and 
the West, will like? Yes, it could be—if the 
Afghans see that what's good for the world 
is good for them. m 


America and Israel 


The unblessed peacemaker 


“America is paying for the crimes of Israel.” Discuss 


N ALMOST every Arab capital today, 

you can find people who believe the the- 
ory that Israel masterminded the terror at- 
tacks on America on September 11th. Is- 
rael’s critics in the West do not go that far. 
But many argue that Israel is indirectly to 
blame, because the protection it receives 
from America makes America itself a tar- 
get of Muslim rage. America, in short, is 
paying for the crimes of Israel. 

The crude version of this argument-—if 
Israel did not make Arabs angry, the attack 
might not have happened—can be swiftly 
disposed of. In Osama bin Laden's 1998 
fatwa against America, Israel ranks last- 
after America’s “occupation” of Saudi Ara- 
bia during the Gulf war and its continuing 
attacks on Iraq—among the three causes he 
gives for his war against America. His first 
big atrocity, the bombing in 1998 of Ameri- 
can embassies in Kenya and Tanzania, co- 
incided with a time of unusual optimism 
in the Israel-Palestine peace process, well 
before the outbreak of the Palestinian inti- 
fada. He has shown scant interest in the 
Palestinians; and they, to their credit, have 
so far shown scant interest in him. 

A second line of argument holds that 
support of Israel blackens America’s repu- 
tation in the Arab and Muslim worlds and 
so complicates its attempts to build a co- 
alition against terror. This is undeniable. If 
the Jewish state did not exist, America’s re- 
lations with the Arabs would be simpler. 
James Forrestal, America’s defence secre- 
tary, foresaw this in 1948, when he tried to 
talk Harry Truman out of recognising the 
new state, lest this antagonised the Arabs 
and hampered American access to their 
oil. But since Israel does exist, and has a 
birth certificate from the United Nations, it 


is right for America to supportit. 
The charge that matters is that Amer- 


ica’s support has been one-sided and ex- 


cessive. On this view, America has suc- 
coured Israel financially, armed it to the 
hilt, encouraged its expansion and turned 
a blind eye to the pleas of its downtrodden 
victims, especially the Palestinians. As 
George Bush is now discovering to his cost 
in his war against terrorism, most Arabs 
hold this truth to be self-evident. It is not. 
The evidence of history—always such a 
bore—repays examination. 


Slow start 

When is this unholy alliance between Is- 
rael and America supposed to have 
started? Not right away. For the first 20 
years of Israel's life America was a sympa- 
thetic friend rather than a close ally. Tru- 
man himself kept the new state at arm’s 
length. In 1957 Eisenhower forced Israel 
out of the Sinai peninsula, which it had in- 
vaded as part of the Anglo-French Suez ad- 
venture. Until the mid-1960s France, not 
America, supplied Israel with its weapons. 
No American president set foot in the 
country until Richard Nixon. 

The change came in 1967. Israel's re- 
markable victory in the six-day war cap- 
tured the imagination of American Jews, 
led to the formation of a powerful Israel 
lobby in America’s domestic politics and 
planted the idea among some American 
politicians that Israel might be a useful 
helper in the cold war. As a dynamic west- 
ernised democracy, Israel played better in 
America than the Soviet-oriented Arab 
dictatorships of Syria and Egypt. But at no 
point did America endorse the idea that 
the lands Israel captured in 1967 could be 





legitimately held. Since 1967, America has 
stood behind the land-for-peace formula 
enshrined in Security Council Resolution 
242. Successive administrations have de- 
clared Jewish settlements in the territories 
illegal under international law and an ob- 
stacle to peace. 

Should America have done more after 
1967, beyond fine words, to implement 
Resolution 242? Perhaps. But those who 
say so forget how matters between Israel 
and the Arabs have stood over the years. 
From 1948 until Egypt alone broke ranks in 
1979, the Arab states and Palestinians alike 
refused to accept Israel's right to exist un- 
der any circumstances and within any bor- 
ders. As for Resolution 242, the Palestin- 
ians themselves rejected it out of hand. 
There could, said the Arab League from 
Khartoum that year, be no negotiation, rec- 
ognition or peace with the Jewish state. 


Forty years of saying no 

This intransigence is now history. Few 
governments, save Iraq and Iran, still pro- 
pose sweeping Israel away. But history has 
consequences. One was to make it easier 
for Israel to plant settlements: many early 
ones were justified on strategic grounds, 
which made some sense when its neigh- 
bours were bent on Israel’s destruction. 
Another was to block diplomacy. How 
could America be “even-handed” when 
one side’s demand was the eradication of 
the other? The Arabs’ rejection continued 
for an unconscionable period. Yasser Ara- 
fat’s Palestine Liberation Organisation 
waited until 1988—40 years and five wars 
late—before renouncing terrorism and re- 
cognising Israel's right to exist. 

Mr Arafat’s 1988 decision was a break- 
through. And when such breakthroughs 
have created chances for mediation, most 
American presidents have tried to grab 
them. Richard Nixon saw the conflict 
through a cold-war prism, with the Middle 
East as a place to win client states and 
avoid a superpower war. But even he tried 
to push the disengagement agreements 
after the 1973 Yom Kippur war into some- 


thing more substantial. Jimmy Carter, >» 





> with a Christian faith in the possibility of 
peaceful compromise, tried hard to turn 
Anwar Sadat'’s stunning trip to Jerusalem 
into a broader Arab-Israeli settlement. He 
drafted the first version of the Camp David 
agreement, and pored over maps of the Si- 
nai. As a reward for the 1979 Egypt-Israel 
treaty, Congress gives Israel $3 billion of 
aid a year and Egypt $2 billion. 

Ronald Reagan, though an admirer of 
Israel, bitterly opposed Menachem Begin’s 
invasion of Lebanon in 1982, and sent 
American marines, some of whom were 
killed, to oversee the evacuation of the 
PLO from Beirut. After the eruption of the 
first Palestinian intifada in 1987, George 
Shultz, his secretary of state, offered to start 
talks with the PLO if Mr Arafat renounced 
terrorism. When at last Mr Arafat did so, 
the administration of George Bush senior, 
no fan of Israel, brushed aside the protests 
of Yitzhak Shamir, Israel’s Likud prime 
minister, and authorised the State Depart- 
ment to begin a “substantive dialogue” 
with the PLO. In 1991, after the Gulf war, 
Mr Bush dragged a reluctant Mr Shamir to 
a peace summit in Madrid. 

There is amyth that American policy in 
the Middle East has been hijacked by ar- 
PAC, the mighty Jewish lobby in Washing- 
ton. But presidents beat foreign-policy lob- 
bies, if they can be bothered to try. When 
AIPAC tried to stop Mr Reagan from selling 
AWACS aircraft to the Saudis, the presi- 
dent won handily. In 1989, James Baker, 
George Bush senior's secretary of state, 
went to AIPAC’s annual convention and 
denounced Mr Shamir’s belief that Israel 
should hold on to the West Bank and Gaza. 
In 1991 he brushed off arrac’s objections 
when America threatened to withhold 
loan guarantees if Israel continued to ex- 
pand its settlements. 


Camp David, and before 

This is not the record of a superpower with 
no interest in peace or justice. That is why 
much of the present criticism of America 
homes in on the past decade. In one such 
article, Anatol Lieven, of the Carnegie En- 
dowment for International Peace, accused 
America of sticking to policies which were 
needed when Israel's existence was threat- 
ened but are no longer justified. 

Strange, though, that Americans 
should face such a charge now, when they 
have just invested ten years of diplomacy 
in an attempt to create an independent Pal- 
estine alongside Israel in the West Bank 
and Gaza. Bill Clinton, in particular, made 
a supreme effort. He brought Mr Arafat 
and Mr Rabin together on the White 





Appealing to the Arab world 


House lawn, and presided over a peace 
treaty between Israel and Jordan. He was 
fond of Israel and especially Yitzhak Ra- 
bin, but thrilled the Palestinians by visiting 
the Gaza strip in 1998. At Camp David last 
July, he came within fingertip reach of 
mediating a final deal between Ehud Ba- 
rak and Yasser Arafat. 

What went wrong? The answer is hid- 
den in a fog of recrimination. The Palestin- 
ians say that the summit was premature, 
bungled, and that Israel conceded too lit- 
tle: not really a proper state. Dennis Ross, 
the senior American diplomat involved, 
says that Israel put a generous offer on the 
table and that Mr Arafat, trapped in a my- 
thology of victimhood, failed to respond. 
But Mr Clinton has left little doubt about 
his own preference. He proposed the cre- 
ation of a Palestinian state. 

This state would be created in Gaza and 
on 95% of the West Bank. It would also get 
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a Sliver of Israel proper, to compensate it 
for some settlement blocks that would be 
annexed to Israel. Settlers outside those 
blocks would come under Palestine’s 
sovereignty. The new state would have its 
capital in East Jerusalem, and divided 
sovereignty on the Temple Mount. Pal- 
estinian refugees would be resettled either 
in the Palestinian state or in other coun- 
tries, with some tens of thousands return- 
ing to Israel proper. 

If this was the American position, does 
it reflect a bias towards Israel? Bias is in the 
eye of the beholder. What is plain is that 
the Clinton plan is consistent with the 
principle of self-determination and with 
the land-for-peace principle enshrined in 
Resolution 242. This, by the way, does not 
call, as is sometimes alleged, for Israel’s 
unilateral withdrawal from all of the terri- 
tory it occupied in 1967. It says that Israel 
should withdraw, in the context of a peace 
agreement, to secure and recognised 
boundaries. By design, it leaves open the 
possibility of altering the 1967 borders. De- 
spite this, American administrations have 
declared over the years that they foresee 
only minor border rectification; and Mr 
Clinton stood by this at Camp David. 

To judge by the wails that went up on 
the Israeli right when Mr Clinton’s ideas 
were published, America was not serving 
just then as Israel's stooge, pursuing obso- 
lete policies. So America’s alleged guilt pre- 
sumably arises not from Camp David, but 
from the six years before it, when the Oslo 
peace process appeared to stagnate. 

This is the wisdom of hindsight. In 
1993, when it became known that the Is- 
raelis and Palestinians had at last been 
holding secret talks with one another, in- 
stead of working through intermediaries, 


it made sense for the intermediaries to step >» 
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> back. Moreover, helped along by the 


Americans, Oslo did produce an agree- 
ment—and big changes on the ground. Is- 
rael withdrew from the main populated 
areas, the PLO returned from exile and Mr 
Arafat set up his Palestinian Authority. The 
expectation was that five years of self-rule 
and confidence-building would culminate 
in an independent Palestine. 

That this timetable slipped was hardly 
America’s fault. Progress was disrupted by 
violent events, notably the assassination 
of Labour's Yitzhak Rabin and the elec- 
tion—after a campaign of suicide bomb- 
ings by Hamas terrorists—of an obstructive 
Likud-led government under Binyamin 
Netanyahu. By 1999, however, a new Is- 
raeli government under Mr Barak was im- 
patient to negotiate a final peace on all 
fronts. Mr Barak turned first to Syria and 
Lebanon, without success. By the follow- 
ing summer he was putting his own offer 
of statehood to Mr Arafat at Camp David. 


Camp David, and after 

When George Bush became president this 
year, things had fallen apart in style. Camp 
David had failed, the Palestinians had 
launched a new intifada and Ariel Sharon, 
a hardliner from the Likud Party, had re- 
placed Mr Barak. Having watched Mr Clin- 
ton bash against a brick wall, the new pres- 
ident was reluctant to dive straight after 
him. By Mr Clinton’s exacting standards, 
he has been relatively disengaged. This, 
predictably, has given rise to a new charge 
of bias. America fiddles while Gaza burns, 
pounded by Israel with American-made 
weapons. Why don't the Americans sim- 
ply instruct their client to stop the carnage? 

Easy to say. But the violence is not one- 
sided. It has, in point of fact, been initiated 
by the Palestinians. Justly or not, they be- 
lieve themselves to be fighting for national 
liberation. Their aim is to drive Israel from 
the territories by force, and their means in- 
clude shooting Israeli soldiers, ambushing 
motorists, planting mines and car bombs, 
and—in the case of Hamas and Islamic Ji- 
had—suicide bombings of youth clubs and 
pizza parlours. Israel's aim is to stop them. 
Its means include blockades, curfews, le- 
thal gunfire against demonstrators and the 
assassination, often by helicopter gunship, 
of alleged ringleaders. America can blowa 
whistle, and hope for a pause, but neither 
side has been keen, during this trial of 
strength, to retreat under fire. 

Now that America needs allies, it is 
working harder than ever to make a cease- 
fire stick. Mr Arafat has been quicker than 
Mr Sharon to spot the advantage to be 


And still it goes on 


gained by announcing compliance. But the 
Americans were blowing their whistle 
well before September 11th. 

Since the start of the intifada, the State 
Department has called many times on the 
Palestinians to cease their attacks and on 
Israel to cease its “excessive” reactions. 
George Tenet, the director of the CIA, trav- 
elled to the region to revive security co-op- 
eration between Israel and the Palestinian 
Authority. An American-led commission 
under former Senator George Mitchell has 
put forward the only existing route map 
from a ceasefire, via confidence-building 
measures, back to political negotiations. 
Again, the record does not point to an 
America that has turned its back insouci- 
antly on a region in flames. 


Israel’s crimes 

Some critics of American policies take a 
different tack. America’s problem in the 
Middle Eastis not thatitis biased but thatit 
strives to be even-handed in an uneven 
conflict. In a quarrel where one side (the Is- 
raelis) is strong and wrong and the other 
(the Palestinians) is weak and right, the 
proper job of the superpower is not to split 
the difference but to impose justice. 

Fine—if you accept the premise, and 
can work out where justice lies. But this is 
to treat the past decade of peacemaking, 
and the upheavals it has caused inside Is- 
rael, as if they had never happened. 

Back in the days of Begin and Shamir, 
Israel's Likud governments really did hope 
for eternal Jewish dominion over the 
whole of the West Bank and Gaza. But dur- 
ing the past ten years Israel has had two 
prime ministers—Mr Rabin and Mr Barak— 
convinced of the need for Israel to let an in- 
dependent Palestine clamber to its feet in 
the West Bank and Gaza. Both tried to forge 
such an agreement with Mr Arafat. Mr Ra- 
bin put his faith in the gradualism of Oslo, 
and is now criticised for his caution. Mr Ba- 





rak pushed for a final deal at Camp David, 
and is now criticised for his impetuosity. 

The failure of Camp David, and the 
subsequent election of Mr Sharon as 
prime minister, do not mark a return to the 
folly of Greater Israel. His election was a 
product of the intifada, not a cause of it. 
Though a Likudnik, with territorial ambi- 
tions, he leads a broad coalition united 
mainly by a desire to subdue the uprising 
in a way that betrays no weakness. His 
harsh tactics in the territories are sup- 
ported, by and large, by Mr Barak and 
other Labour politicians. 

The peace camp in Israel has been 
gravely weakened by Mr Arafat's rejection 
of what Israelis considered a fair settle- 
ment, and even more by the spectacle of 
the Palestinian Authority, created to “build 
confidence”, turning its guns on Israel. But 
the intifada has also made it plainer than 
ever to many Israelis that perpetual rule 
over the territories is an impossibility. 

If the guns fall silent, Israel's debate 
about what to do about the territories will 
flare back to life. Hope may flare, too, but 
much will depend on America. It has al- 
ready played an indispensable role in 
peacemaking: giving Israel the weaponry 
to make the radical Arab states realise that 
destroying Israel is not a near-term option, 
brokering peace with Egypt and helping to 
close the Oslo deal, giving cash induce- 
ments to Egypt and Jordan as a reward for 
their peacemaking efforts, helping Israelis 
overcome their feelings of isolation and 
abandonment by the non-Jewish world. 

When he has completed his war against 
terrorism, and debts fall due from his Arab 
helpers, Mr Bush may show less patience 
than previous presidents towards Israel's 
fears. With America’s own security at 
stake, Mr Bush will care less about Israel's. 
But in that case, America will not be pay- 
ing for the crimes of Israel; Israel will be 
paying for the crimes against America. W 
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The aftermath of terror 


SIR - In the chill dawn of the 
post-September 11th era it is, 
as you say, possible to identify 
valuable opportunities in new 
dialogues between old inter- 
national enemies (“Closing 
in”, September 29th). Greater 
international co-operation in 
the fight against large-scale 
and heinous crimes already 
exists in the moves to create a 
permanent International 
Criminal Court. These should 
now be viewed with more ur- 
gency and receive support 
from a previously lukewarm 
United States. 

Yet you strike a decidedly 
worrying note when you refer 
to human rights being 
“shelved”; not in the old cold 
war way, you concede, but 
shelved nevertheless. Are we 
to take it that the mass deten- 
tions of the Chinese labour 
camps, the torture of the Che- 
chen “filtration” centres or the 
cramming of Iranian prisons 
with journalists now matter a 
little less? What sort of “great 
prize” is this? 

KATE ALLEN 

Director 

Amnesty International UK 
London 


SIR - For most of my life I 
have supported active in- 
volvement by America in for- 
eign affairs. My convictions 
are waning. For several years, 
actions taken by America 
have only increased the anger 
and animosity of other coun- 
tries and cultures towards it 
(“The roots of hatred”, Sep- 
tember 22nd). This anger is of- 
ten a result of ignorance of 
how important domestic poli- 
tics are to the formulation of 
America’s foreign policy. 

We should take a long and 
hard look at our involvement 
in security throughout Europe, 
Asia and the Middle East. Our 
presence may be encouraging 
regimes to engage in behav- 
iour that would be unthinka- 
ble in our absence. It also 
gives despotic and dictatorial 
regimes (like China, Syria, 
Iraq, Saudi Arabia) and those 
with difficult domestic situa- 
tions (Iran, Egypt) a conve- 
nient foil for frustrated 
citizens. The world does not 


seem to want a superpower. 
America should stop provid- 
ing it with one. 

CARL DRAGSETH 

Austin, Texas 


SIR - You fail to address the 
most important reason for the 
West’s persistent problems 
with the Middle East and sur- 
rounding areas—a lack of true 
democracy in much of it. The 
West may be faulted for not 
having done enough to en- 
courage political pluralism, 
even in such friendly nations 
as Saudi Arabia, Kuwait, Egypt 
and Jordan. The cold war 
ended with democracy emerg- 
ing in the Soviet Union; so too 
would greater democracy in 
the Islamic world lead it to be 
more at peace with itself and 
the rest of the world. 

RAMESH GOPALAN 

Fremont, California 


SIR - I do not wish to dwell on 
whether the majority of Mexi- 
cans are justified in distrusting 
America (“Fair-weather 
friends?” September 22nd). 
But I am concerned that Amer- 
icans do not reflect on this and 
other similar cases. If a rela- 
tively peaceful and moderate 
country like Mexico resents 
events that happened decades 
if not more than a century 
ago, what can America expect 
after invading a Muslim coun- 
try, for example? America has 
every right to be angry and to 
defend itself in a way that 
Suits it. However, Americans 
do not always stop to reflect 
how the world is going to re- 
act to some of its actions. 
FERNANDO SANCHEZ 

Mexico City 


Eye security 


SIR - Those about to invest in 
iris-scanning security technol- 
ogy will be disappointed to 
learn of recent developments 
in the treatment of glaucoma 
(“Watching you”, September 
22nd). Prostaglandin ana- 
logues are rapidly gaining 
popularity in the treatment of 
this blinding eye condition 
that affects 1% of the popula- 
tion. An innocuous side-effect 
of this drug is to cause a 
change in both iris colour (a 


darkening) and morphology. 
This change in susceptible 
people, usually Europeans, oc- 
curs over one to two years. 
Apart from rendering iris scan- 
ning potentially useless for 
these people, unscrupulous 
types without glaucoma may 
be tempted to use the drugs to 
“change” identity. 

SIMON LONGSTAFF 

Consultant ophthalmic surgeon 
Sheffield, South Yorkshire 


Poetic licence 


SIR - It is understandable that 
Belarussians might want to 
take Adam Mickiewicz as a 
source of inspiration during 
their current malaise (“The 
nostalgic opposition”, Septem- 
ber 15th), but it is nonsense to 
portray him as a “poet who 
embodies the values of the 
Enlightenment.” The author 
of the Polish national epic 
“Pan Tadeusz” embodies noth- 
ing if not 19th century Euro- 
pean romanticism. To describe 
Mickiewicz as a proponent of 
“supranationality” is accurate 
only in the narrow sense that 
this Polish nationalist would 
indeed have favoured the res- 
toration of a Greater Poland 
including the lands of the 
Grand Duchy of Lithuania, 
with which Poland had his- 
torically been unified, embrac- 
ing a wide range of Balto- 
Slavic peoples. Perhaps this 
will allay your confusion as to 
why one of Mickiewicz’s 
greatest works begins “Lithua- 
nia, my fatherland”. 

THEODORE RECTENWALD 

Pristina, Kosovo 


Basque nationalism 


SIR - As a Basque nationalist 
and former minister in the 
government of the Basque re- 
gion, I think you overlook 
some difficulties in your advo- 
cacy of self-determination 
and the change of the con- 
stitution which that would 
probably entail (“Which way 
ahead?”, September 15th). Al- 
most half of the region’s citi- 
zens feel they are both Basque 
and Spanish at the same time. 
Since they already have the 
right to vote both for a Basque 
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and a Spanish parliament (a 
right often exercised), they do 
not see a need for a further 
right of self-determination. 
Making a demand for one 
tends to legitimise the vio- 
lence of the separatist terro- 
rists of ETA and, if granted, 
would divide Basque society 
and make it harder for there to 
be a Basque nation as such. 
Hence, many moderate na- 
tionalists, such as myself, are 
against granting an additional 
right of self-determination. 
JOSEBA ARREGI 

Bilbao 


Britain to the right 


SIR - Bagehot (September 
15th) lamely tries to make the 
election of Iain Duncan Smith 
as leader of Britain's Conser- 
vative Party sound “not too 
bad”. The Tories will not be 
able to offer a credible opposi- 
tion over the next few years 
and will have no chance of 
winning the next election. 
Given the possibility that the 
Conservatives will be out of 
power for the next eight years 
at least, is it not time for some- 
one to establish a new moder- 
ate centre-right party with 
appeal to more than the few 
thousand Conservatives who 
opted for Mr Duncan Smith? 
WALTER DAVIES 

Hiroshima 


SIR - You express surprise that 
Bill Cash, who you describe as 
a bore, has been appointed 
shadow attorney-general 
(“Lurch to the right”, Septem- 
ber 22nd). As Parliament’s fin- 
est scrutineer of constitutional 
affairs, Mr Cash’s appoint- 
ment is, in fact, healthy for a 
legislature so long denied the 
time and resources to fulfil its 
constitutional duty. In Mr 
Cash we have a man who not 
only reads treaties but who, 
unlike Kenneth Clarke, under- 
stands them as well. 

JOHN TATE 

London m 
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Executive Focus 


Chief Edi 1i.n 
hie itor — 21i.net 
The world of Private Wealth Management is uncompromising, and only the finest solutions and ultimate discretion surfice. 


Headquartered in Zurich, 21i.net is a new dynamic interactive relationship building & management corporation developed 
solely to serve the world’s finest independent advisors and their clientele. The corporation's mission and structure 
represents a radical intellectual departure from previous practice, delivering a worldwide 21st century solution for the very 
special needs found in high net worth private wealth management. 


To accelerate previously won market credibility and to maintain 21i.net’s globally unique product offering we now seek 
to appoint an Chief Editor to take responsibility for identifying, evaluating, and implementing the on-line content of our high 
security private web domain. 


The ideal candidate will have extensive on-line editorial expertise in both «life style» and/or «private financial service» markets, experiences which 
were gained with established leading global players in these catagories. It is unlikely that a candidate with less than 8 years service in a senior post will 
meet our stringent needs. 


Preferably a native english language speaker you will have the personality to motivate those around you and are familiar with managing the cultural 
sensitivities that accompany an international working environment. As «Head of Department» based in Zurich you will be charged with developing the 
Strategic vision for 21i.net’s on-line content. Your prime responsibility is to establish an innovative and business developing user experience, whilst 
at the same time producing an engaging site that is full of vitality and social interest 


Supporting the needs of the world's wealthiest individuals and their expert advisors’ demands an intimate familiarity with their unique requirements 
and the environments in which they are at ease. By embedding relevant and timely content for this sophisticated and demanding audience you will be 
instrumental in delivering further «added value» product opportunities for 21i.net’s private wealth partners and their clients 


21@net 


Private Wealth Partners 
Applications are invited from high caliber individuals who have the pre-requisite experience and expertise, and who have the self-belief and 
conviction to make things happen in a very demanding environment. 


If this is you, in the first instance send your application directly to our specialist consultant Hubertus von Wulffen, Partner of: hvw@solon.de 
Please forward your complete curriculum vitae by e-mail (word file only) with the reference «E-Chief Editor 21i.net» no later than the 14th October. 


Shell and APS. 


We predict an exciting future. 


Supply Chain Professionals 
Europe 


As a truly global organisation, operating around the world, Shell’s supply chain is vast and complex. As a result, optimising the 
process of refining and transporting our products is critical to our business success. 


A major supply chain improvement initiative is currently under development by us. Creating and implementing world class processes 
and introducing new leading-edge technology, our vision is to make the journey of product through the supply chain and onto the 
customer the most efficient and effective in the energy sector. For ambitious oil industry professionals, such Advanced Planning 
Systems promise an exciting future ahead. 


With opportunities locally and throughout our refineries and regional centres in Europe, we're looking for people at all levels to help us 
achieve our vision. We require individuals who can make optimal decisions about what refined products to make and how best to serve 
the marketplace using the most up-to-date market knowledge and state-of-the-art Advanced Planning and Scheduling Systems. Whichever 
aspect of the supply chain process you focus on, you'll prove to be an invaluable link in our worldwide supply chain operation. 

In a fast-moving and pressurised environment, you'll need the confidence that comes from direct experience and deep understanding. 
As a result, you'll have at least five years’ involvement in supply chain operations, in plant operations, or as an engineer, plus a real 
appreciation of how an oil refinery works. A technical degree, in chemical/mechanical engineering or business economics, would be 
ideal, but is not essential providing you're aware of the main technical and business 

elements of supply chain management, possess a strong commercial mind and are 

familiar with computer modelling. 

Due to the state-of-the-art nature of the new technology, we are also very keen to talk 

to people with a strong IT background within supply chain systems. 

So, to be in at the start of a project that’s ready to revolutionise the oil and gas industry, 

please email your CV to SCiTe@shell.com quoting reference number 2115. 

We will need to share the information in your CV across borders. Thinking about a better future? 
Please clearly state that you are happy for us to do so in your application. www.shell.com/careers 
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The Philip Morris family of companies operates in nearly 200 countries as a 
responsible manufacturer and marketer of quality Consumer products, including 
some of the world’s top food, tobacco and beer brands. 


Philip Morris International manages the company’s cigarette business outside the 
United States. Its affiliates manufacture, market, sell and distribute high quality 
cigarettes in over 180 countries and territories. 


The Central Europe, Middle East and Africa Region (CEMA), where Philip Morns 
International is the market leader, covers 87 markets. The Planning and Business 
Development team for the CEMA Region is based in Lausanne, and plays a critical role in 
the strategic development of the Region's business potential, 


The role of the Planning and Business Development Analyst is a high profile and 
challenging one, and the successful person can look forward to making a significant 
contribution to the company, as well as to his/her personal development. This particular 
position reports to the Manager, Planning and Business Development. 


As Planning and Business Development Analyst you will evaluate strategic business 
opportunities and challenges, gather and analyze information, carry out financial modeling, 
assist in the strategic planning and budget process, and contribute to a wide range ol 


projects and presentations, 


Candidates will have a minimum of two years post-graduate experience, preferably within 
a leading international fast moving consumer goods company. An MBA, adding the 
strategic and conceptual thinking critical in this role, would be a distinct advantage. 
Fluency in English is a pre-requisite, a second language relevant for the Region 
advantageous, You must be highly analytical, numerate and have a sound understanding of 
financial analysis and modeling techniques. Ambitious and internationally mobile, with a 
potential for further development, you must be eager to work in a 
multi-cultural environment. 


For more information about the company and the region, you may wish to review the 


following web-site www.pmintl.com. 


Please note, that the closing date for applications is Friday, 19th October 2001. 


Interested candidates should send their CV immediately to The Nichols 


Consultancy at info@nicholsconsultancy.com or by fax on 0044 (0) 1628 810829, 


NICHOLS C®NSULTANCY 


HEADH STERS INTERNA | 


quoting reference 1735 





Director, Mergers 
circa £65,000K plus benefits 


The Office of Fair Trading is at the forefront of action to make 
markets work well for consumers. As an established authority on 
competition issues, you understand the complexity and sensitivity 
of mergers. 


With a new Enterprise Bill granting the OFT more autonomy in the 
handling of mergers, this is an exciting time to become our new 
Director of Mergers, a senior and high profile position within our 
Competition Enforcement Division. In a challenging and dynamic 
brief, you will play a pivotal role in decisions taken on UK mergers 
and in formulating UK views on cases falling under EC merger 
law. Leading a team of some 35 staff, including professional 
economists, you will enjoy regular high-level contact with 
companies and their advisers. You will also represent the OFT at 
conferences, seminars and gatherings of international experts on 
merger control. 





OFFICE OF FAIR TRADING 
ly 





London 


Owing to the intellectual demands of the job, we're looking for a 
strategic thinker with strong analytical, communication and 
negotiating skills, together with sound judgement and a degree 
of creativity. You will also need proven leadership skills in order 
to manage and motivate a large team of competition and 
economic professionals, and foreign language skills would be an 
advantage. Applicants must have been a solicitor or a barrister, 
or an economist with a masters degree, for at least five years; 
and have experience of dealing with competition issues; or 
must have worked at a senior level in a competition authority. 
Ideally, you will have had recent experience of working on 
merger cases. All applicants must be UK nationals. 


The post will initially be for a 5-year fixed term contract with the 
possibility of extension or permanency, It will start in March 

2002. Starting salary will depend on experience and qualification 
and will not prove a limiting factor for an exceptional candidate. 


For an 
information pack and 
an application form (to be 
returned by 26 October 2001), please contact 
Capita RAS, Innovation Court, New Street, Basingstoke, 
Hampshire RG21 7JB. Telephone: 01325 745170 (24 hours) or 
fax: 01256 383790, or visit www.capitaras.co.uk 
Please quote reference B6016 


We are an equal opportunities employer and are committed to diversity in the workplace. 
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NO LARGER ROLE, 


no greater scope 


Take: Chief Executive Birmingham City Council To £160,000 
A population of With a tumi6ver of a FTSE 100 You task is to spearhead 
1,000;000, company, Bitmingham City the delivery of this vision 
a bude tof Council isa b organisation of world Regardless of backpcims or sector, 
lage ale praportior you have the self-confidence, 
£2,500,000,000 and Zz 


experience and wisdom to deliver 
45,000 employees. 















this massive change programme 

across an organisation of our size and 

diversity. Above all, you possess the 

rare quality of ‘transformational 

. rae As leadership’ and will be able to 

al paty s ambition to provide compelling evidence in 
en tee itation for being ‘world response to the question “What 

the most ambitiot class’, up her pie the very best, as significant impacts have you made 

programmes for vat in ol aétoss.the globe and not on other people’s lives to date?” 


IK no jO t being 
chang he iv ` ng A ‘world cao ie T RAL iae PA 


culture; change 
j 


class city and one 












To find out more about our 
+, future and possibly yours... 


ng ‘Tea ‘download an information brief from 





































See : M 
Vain aS e ; ebratin = 
= Rbpy AE tein govern oe ee <a ur advising consultants’ website at 
` Se - es ite H 2 z 
4 Skee pe nana mwww.pweglobal.com/executive/uk 
I ad Ay EEIN we Rene ee: 
see possibly, te cy: a, r call their 24 hour information line 


© 4-44(0)20 7804 2615 quoting 
reference 4200. For an informal 
conversation in absolute confidence, 


G lease call Martin Tucker on 
that truly breaks down SENO 121 265 67 


the largest Our vision ~ 
single leadership H. 
s We are committed to creating an 
challenge in organisat aaa 735 or Hamish 
Europe today. ee Be ly develops and Davidson on +44(0))20 7804 3115. 
harnesses the: i alents of its people, Executive Search & Selection, 
and fully ngages our citizens closer PricewaterhouseCoopers, 
to where thé decisions that affect Plumtree Court, London 
them are made. Above all, we aspire EC4A 4HT. 
towards ah 1 org; Bi anisational culture Fax: +44(0)20 7804 3454. Email: 
that facili ates een even runs ahead hamish.davidson@uk.pweglobal.com 
A 


Fa 


of our ambitious programme for Closing date: 
hae Friday 2nd November 2001 





s 
Ga ə 7 . q A8o 
Birmingham C ouncil =s 
) n z 0/0/35 
2 S 
. > @ > 
’ Oss na a i 
AB INVESTOR IN PEOPLE 
We welcome applications from all sections of the community irre ihrace, colour, gender, sexuality or disability. Job sharers welcome, no partner necessary 
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OPPORTUNITY FOR EXCELLENCE 


SAUDI ARABIA 


With a quarter of the world’s oil reserves and a growing role in the gas market, Saudi Aramco 
änguwi gSoljl offers a wide spectrum of challenges to its employees. As part of Saudi Aramco’s continued 
Saudi Aramco activity, the International Joint Venture Department requires an experienced Chemical 
. Engineer Specialist to contribute to their operations. 
Saudi Aramco offers an excellent 


compensation and benefits REFINERY ENGINEERING 
package to include: 
© Avery attractive nett salary paid S P E C | A L j ST 
in sterling with annual reviews cline dA 


An open ended contract with You must have a BSc in Chemical Engineering with a minimum of 10 years work experience. Your 
high savings potential background should be within petroleum economics with particular reference to petroleum refining and 
marketing businesses. You should be an expert in the use of Linear Programs with emphasis on optimising 
refining and supply chain operations. Experience in the areas of refining and marketing; strategic planning 
and capital budgeting is essential, in addition, being familiar with product offerings of the major process 
Excellent educational assistance licensors is equally as important. Finally, you will be at the forefront of the latest available technology as 


i ramly status well as future technology that is being planned for development. 





Quality single or family housing 
in company communities 


You will identify and analyse margin contribution of the different areas of the refining and marketing 
operations. In addition, you will advise management on current and future trends in international and 
domestic refining and marketing margins and their effects on company profitability. The incumbent will 
Paid airfares allowing full f fi T 

Ahil h halia i identify opportunities to enhance company profitability through reduced operating costs, increase 
AY VAN PORR E production and improve low capital /high return initiatives. 


Free medical care in Saudi 
Arabia 


Personal effects shipment 
and annual vacation excess 
baggage allowances 


To apply, please send a CV to Recruitment International, or contact our advising consultant 
Mike Worden for further information. 


Access te: some ct the text Recruitment International, International House, PO Box 300, Harrogate, HG1 5XL. 
recreational facilities in the Tel: 01423 530533 Fax: 01423 530558 
Middle East Email: ri_ group@compuserve.com Web: www.recruitmentint.com 













PREPARATORY COMMISSION FOR THE 
COMPREHENSIVE NUCLEAR-TEST-BAN TREATY ORGANIZATION (CTBTO) 
PROVISIONAL TECHNICAL SECRETARIAT 


G 


The Preparatory Commission for the Comprehensive Nucicar-Test-Ban Treaty Organization with its Headquarters in Vienna is the international Organization setting up the global verification system foreseen 
under the Comprehensive Nuclear-Test-Ban Treaty (CTBT), which is the Treaty banning any nuclear weapon test explosion or any other nuclear explosion. The Treaty provides for a global verification regime, 
including a network of 321 stations worldwide, a communications system, an international data centre and on-site inspections to monitor compliance, 










We seek to recruit a highly qualified Lawyer to contribute to the establishment of contracts for the construction of stations monitoring nuclear explosions under ground, in the sea and in the air, under the 
supervision of the Chief, Procurement Section and in coordination with the technical division. This will involve the preparation of requests for proposals, commercial and contractual evaluation of incoming 
proposals and negotiation of large construction contracts with contractors, in cooperation with the technical and legal sections. The incumbent will be expected to efficiently manage his/her projects and the 
necessary administrative work including preparation and presentation of submissions to the Committee on Contracts, The incumbent shall also be able to guide and coordinate the activities of other members in 
charge of contracts in the Procurement Section 














POST: Procurement Officer 
GRADE; P-4 

VACANCY ANNOUNCEMENT NO: VA 1166-38-2001 
DATE OF ISSUANCE: | October 2001 
DEADLINE: 14 December 2001 
REPORTING DATE: As soon as possible 







QUALIFICATIONS: 

Advanced university degree in law or a related field. At least seven years of experience, in contract and commercial law acquired preferably in the private sector, part of which should have been at the 
international level. Fluency in English and a good knowledge of at least one other of the official languages of the CTBTO Preparatory Commission. Excellent writing and communication skills in English 
essential 
REMUNERATION/CONTRACT; 
Depending on professional background and experience, indicative taxfree annual net base salary (inclusive of a variable element for post adjustment) from US$63.954.- (without dependants) and US$68,677.- 
(with dependants), subject to deductions of contributions to the CTBTO Provident Fund and Health Insurance Scheme. Additional benefits include, when applicable, dependency allowance, education grant for 
children, rental subsidy, six weeks vacation per year, home leave travel every two years, Initial contract for fixed-term of three years. 









For more information, see the CTBTO Preparatory Commission's home page: http://www.ctbto org. When applying, please quote the number of the vacancy announcement and complete the CTBTO Preparatory 
Commission's Personal History Form, which is obtainable from the home page. Please only e-mail ASCH text-formatted messages and attachments. If the form is not available, send a detailed curriculum vitae, 
including information on date of birth, nationality, employment history and references. Please note that it is in your interest to supply a complete and updated set of personal data. 








The CTBTO Preparatory Commission retains the discretion not to make any appointment to this vacancy, to make an appointment at a lower grade in particular if the selected candidate has less than the 
qualifications required or to make an appointment with a modified job description or for a shorter duration than indicated above, The CTBTO Preparatory Commission reserves the right to undertake 
correspondence only with short-listed candidates. 

CTBTO Preparatory Commission, Personnel Section, Vienna Intemational Centre, Room E0978, P.O. Box 1200, A-1400 Vienna. Tel: (43.1) 26030 6210. Fax: (43.1) 26030 5897, 

E-mail: personne! @ctbto.org 
THE PREPARATORY COMMISSION FOR THE COMPREHENSIVE NUCLEAR-TEST-BAN TREATY ORGANIZATION IS COMMITTED TO A POLICY OF EQUAL EMPLOYMENT OPPORTUNITY. 
APPLICATIONS FROM QUALIFIED FEMALE CANDIDATES ARE PARTICULARLY ENCOURAGED 
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NITED NATIONS €} NATIONS UNIE 
Sn PRESIDENT 


American Refugee Committee 


THE OFFICE OF PROGRAMME PLANNING BUDGET AND ACCOUNTS (OPPBA), 
DEPARTMENT YORK 


OF MANAGEMENT, NEW 
is seeking a senior level Ma for a position of 
DEPUTY DIRECTOR (D-1), ACCOUNTS DIVISION 


Under supervision > i 7 > $ x 3 spit 
n he of the / D a ) a The American Refugee Committee (ARC), a $25+ million 


humanitarian operation working to restore health and rebuild 
productive lives of refugees and displaced people, is seeking a 
President to lead its 25 staff at its Minneapolis headquarters and 
1,300 others in 12 countries in Southeast Asia, Africa, and the 
Balkans. Position requires strong senior level international 
management experience with a demonstrated fundraising record 
and outstanding leadership abilities to lead a growing field-level 
operation with programs ranging from primary health to 
microcredit and conflict resolution. Competitive compensation. 


ed in Business apgr naea, loins yu and/or ised Send cover letter and resume to: 
professional qualification such as in Accountancy ( or Certified Public 


Accountant) required; Barbara Forster 
° responsible nce and demonstrated performance in managing a team ; ox, h 
in an accounting, business or finance area of a United Nations or other A Anni Search Committee Chair 
Organisation or Public Sector entity; ARC 
è Excellent communication skills, a client-focused approach to problem-solving, familiarity “oi 
and experience with a sophisticated automated financial system such as a large integrated 430 Oak Grove Street, 
iecdahedae eat pari hoan of International Accounting Standards ired. A 
e app rna 
Knowledge of UN Financial Regulations, Rules and Accounting Standards highly desirable; Mpls., MN 55403. 
e Fluency in h or French, wich excihant draking sbi Working knowledge of : ro 
another official UN language is an advantage. For more information visit our website at: 
Preference will be given to equally qualified women candidates www 
The United Nations offers competitive benefit package (please visit the -archq.org 
following web site for more information: 
ts/OHRM/salaries_allowances/index.html) 
applications: 5 November 2001 


Applications with full curriculum vitae, birth date and nationality, should be 
sent to: VA#0 | -F-DOM-002063-E-NY, atime 

Room 5-2475, United Nations, New York, NY 10017, USA. Fax: 212-963- 31 

E-mail address: staffing@un-.org. 


Due to the volume of applications, all internal candidates and only those external 
candidates under serious consideration will be acknowledged. 


CHEMICAL ENGINEER 


The International Finance Corporation (IFC), a member of the experience, as well as strong interpersonal skills. The Chemical 
World Bank Group, is the world’s largest provider of financing to the Engineers work on several projects simultaneously and their workload 
private sector in developing countries. It acts as a catalyst in assisting includes a heavy travel schedule, sometimes at short notice. 

the private sector to finance environmentally sustainable development. 





Requirements: Applications are invited from professionally qualified 
The Chemicals Division of the Oil, Gas, and Chemicals Department has Chemical Engineers with at least 15 years of relevant international 

a global mandate within IFC to invest in private sector projects in the experience in project feasibility analysis; project contractual issues; 
gas processing, oil refining, petrochemicals, specialty chemicals, supply, demand, and market analysis; project design and construction; 
inorganic chemicals, and fertilizer industries. capital and operating cost analysis; international benchmarking 


Responsibilities: The Department's Chemical Engineers are the studies; plant operations and maintenance; and health safety and 
industry experts both within IFC and in external contacts. They environmental issues. Hands-on project management experience in at 
maintain regular contact with relevant industry groups, participate in least one sub-sector and reasonable knowledge of others is essential. 
business development efforts, and keep current on business and IFC offers a competitive compensation and benefits package. 

market developments in the industries covered. Furthermore, Chemical Interested candidates should apply to: chemicalengineer@ifc.org. 
Engineers are key members of small project teams that are responsible No phone calls, paper mail, or faxes please. Previous applicants 
for all aspects of the projects from the initial screening through the need not apply. All applications will be treated in the strictest 
retirement of the investment. They are involved in project appraisal confidence. 

and evaluation, review of contractual agreements relating to Please visit www.ifc.org for 
construction, feedstock supply, and off-take agreements, as well as more information. 

monitoring project implementation and operation. They, therefore, 





require an unusual blend of technical, financial, and commercial INTERNATIONAL FINANCE CORPORATION 
A Member of the World Bank Group 
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Health Technology Board NHS 
for Scotland —— 





SCOTLAND 





The Health Technology Board for Scotland - a special Health Board 
based in Glasgow - provides advice to NHSScotland on the clinical 
and cost effectiveness of new and existing health technologies 
within the framework of Health Technology Assessment. 


Principal Health Economist to £60,147 (ref:HTB1) 


Reporting to the Director, the Principal Health Economist must be 
prepared to take on national debate in the media about healthcare 
prioritisation issues and explain the place of robust Health Technology 
Assessment in spending wisely to improve Scotland’s Health. 


You will lead the HTBS Governance Board in making value for 
money judgements on the basis of robust economic evaluations. 
Development of effective working relationships with Economists 
from the Scottish Executive, other HTA organisations, industry and 
academia will be key. To succeed, you will have a degree in Economics, 
a postgraduate qualification in a relevant subject - and at least ten 
years’ experience in performing economic analysis within a healthcare 
environment. You will also be flexible, a first class negotiator and 

a team player with excellent attention to detail. 


An honorary chair in a Scottish University will be established for 
the appropriate candidate. 


Senior Health Economist to £49,435 (ref:HTB2) 


Reporting to the Principal Health Economist, you will develop robust 
economic evaluations reflecting the patient journey of care in 
NHSScotland - utilising realistic Scottish resources and costs. You 
will critically appraise and review economic and health economic 
studies and create close links with economists involved in the work 
of NICE and other international HTA organisations. You will bring 

a degree in Economics - a postgraduate qualification in a relevant 
subject - and at least four years' experience of performing economic 
analysis within a healthcare environment. Engendering trust and 
respect, you will have strong conceptual, analytical, communication 
and influencing skills. 


Health Economist to £37,507 (ref:HTB3) 


Reporting to the Senior Health Economist, you will provide 
economic support to the broad range of cost effectiveness advice 
the HTBS offers to NHS Boards. Assisting in the development and 
testing of robust economic models, you will also provide 
NHSScotland budget impact estimates for NICE Technology 
Appraisal Guidance - as well as critically appraising the cost- 
effectiveness of literature. Your excellent team working and 
communication skills will enable you to develop effective working 
relationships with the Industry and other researchers, to obtain high 
quality submissions of data and analyses. Along with a degree 

in Economics, you will have at least two years’ experience 

of performing economic analysis within a healthcare environment. 


All secondments and part-time positions will be considered. 







































Informal enquiries to Professor Karen Facey, Director, 
HTBS, tel: (0141) 225 6990, or email: kfacey@htbs.org.uk 


Application forms and further particulars (quoting ref) 
are available from North Glasgow University Hospitals 
NHS Trust, Stobhill Hospital, Recruitment Centre, 

tel: (0141) 201 3561/3556, or visit our website at: 
www.htbs.org.uk 


Closing date: 19 October 2001. 
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Economist Intelligence Unit 


Editor/Economist, 
Central and Eastern Europe 
Central London 


The Economist Intelligence Unit has an unrivalled reputation for providing 
international companies with independent analysis on the political, economic 
and business environment, and publishes comprehensive macroeconomic 
forecasts on over 180 countries. We are seeking an editor/economist to join 
our London-based team of specialists covering the Central and Eastern Europe 
region (including the former Soviet Union). 


We offer analysts the opportunity to work in a challenging, fast paced 
environment where enthusiasm and flair for the subject are the norm. You will 
track developments within specified countries and provide our clients with 
thorough, in-depth analysis and forecasting. You will travel to your region and 
maintain regular contact with government, business and media figures. 


Candidates must be PC literate, able to demonstrate in-depth knowledge of applied 
economics and a detailed knowledge of the region. Excellent written English and 
editorial skills are essential, as is the ability to meet regular deadlines. 


If you want to develop your skills and career with a global leader then please 
send your CV (preferably by email) with a covering letter and details of current 
salary to the address below, Salary dependent on experience plus excellent 
benefits. Non-EEA applicants will need to obtain a UK work permit. Please 
quote reference EIU100. Closing date: Friday October 19th 2001. 


The Recruitment Office, The Economist Intelligence Unit, 15 Regent Street, 
London, SW1Y 4LR, Email: recruitment@economist.com 


We would welcome applications from similarly qualified people for future 
opportunities covering Asia, Middle East, Africa and Latin America. 


An Economist Group Business 


undp) 


Natural Resources, Land Use 
and Livelihoods Policy Adviser 


The Environmentally Sustainable Development Group of the Bureau for 
Development Policy, the substantive policy arm of the United Nations 
Development Programme (UNDP), seeks a leading and dynamic practitioner in 
environment and poverty reduction to be based at UNDP headquarters in New 
York. The selected professional will ensure that UNDP provides cutting-edge 
policy advice, advocacy, and knowledge networking services in support of 
developing countries. 





This entails assisting developing countries in the integration of natural resource 
management and livelihood issues in poverty reduction strategies and policies. 
Emphasis is placed on improving the poor's ownership of, and access to, land 
and water assets and biological resources. 


Qualifications: 

The selected candidate should have internationally recognized expertise on land 
use and natural resource management policy, including land tenure, in 
developing countries and within the framework of multilateral environmental 
agreements. Candidates should have an advanced degree in a field related to 
rural development, natural resource management policy or environmental 
economics. S/he will possess at least ten years of practical field experience in 
these areas, extensive collaboration with a variety of stakeholders (e.g. NGOs, 
rural communities, Indigenous Peoples, government and the international 
policy/research community) and a strong publications record. 


Fluency in English is required and a working knowledge of another UN 
language is desirable. 


Exceptional candidates meeting the above qualifications are invited to apply by 
20 October 2001 online at: 

http://stone,undp.org/undpweb/ohr/ohrjobs.cfm 

or by email to; ESDGrecruit@undp.org 

For further information about UNDP, please refer to www.undp.org 
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If you think 


predicting the future is risky, 
try ignoring it. 





- The World in 2002 Summit | sigh fe 


Visionary strategies for global leaders een 

Attend this inaugural event and you will equip yourself with the strate- A rare opportunity to hear and meet industry leaders 

gies needed to take your organisation forward in 2002. Taking its inspi- and senior representatives of The Economist Group. 

ration from The Economist Group’s “The World in ...” Together with them you will analyse, discuss and debate the 
publication, The World in 2002 Summit will offer insights into the global trends and issues that will influence the 

future of world commerce by those who help to shape it. business economy over the next year. 


Hear what these and other top-level speakers predict for 2002: 


Keynote Speaker: H.E. Laurent Fabius, Minister for Economy, Finance and Industry, France 








BarclaysB2B Alison Hutchinson, Chief Executive Officer 
ay ae The Economist Bill Emmott, Editor in Chief Mohamed Muhsin, 
ere The Economist Gideon Rachman, Brussels Correspondent AAD AER 
The Economist Tom Standage, Technology Correspondent 
Fujitsu Siemens Computers Paul Stodden, President and Chief Executive Officer 
International Monetary Fund David Robinson, Senior Advisor, Research Department 
London School of Economics 
and Political Science Anthony Giddens, Director E 
aH eh sasira UBS Warburg George Magnus, Chief Economist ones Ù 
Snan Daruni Vivendi Universal Hubert Joly, Executive Vice-president, Integration ana: Crean 


houpet Networks 


Register now, and take advantage of the special inaugural price on offer only to 


Economist Group Customers. 

Telephone: Heidi Lawrence on +44 (0) 20 7830 1020 

Email: weurope_customerservice@economist.com 
i Website: www.economistconferences.com 


Price per person (for Economist Group customers): £495.00 + VAT 


Sponsored by 


ANDERSEN QinetiQ ORACLE Economist Conferences 





Good customer relationships can make or break a business. That’s why the mySAP™ Customer 
Relationship Management solution seamlessly links customers with your entire organization, keeps 
information consistent across all customer touch points, and helps provide individualized service 
Plus, it's the only CRM solution that integrates with all other business processes, like your supply chain 
The result? Shorter sales cycles, lower transaction costs, highet profitability, and a more productive 
(not to mention proactive) enterprise. And with all that efficiency and attention to detail, stronge! 


customer relationships are unavoidable. To learn more. visit www sap.com 





THE BEST-RUN E-BUSINESSES RUN SAP 





Afghan refugees 


Terrified and hungry 


United Nations agencies are getting ready to deal with what they fear will bea 


humanitarian catastrophe 


N CHAMAN, close to the border with 

Pakistan, 20,000 Afghans are waiting in 
a field, hoping to make it to the other side. 
They sit in the sun, with little food and wa- 
ter, some of them having walked for 
weeks. Two women, allowed into Pakistan 
to give birth, are sent back as soon as they 
have done so. Some Afghans move on 
from Chaman, seeking easier paths to Pak- 
istan. Some simply abandon any hope of 
fleeing Afghanistan. 

The tragedy of the terrorist attacks of 
September 11th has spread from the Un- 
ited States to Afghanistan. Whereas thou- 
sands lost their lives in New York and 
Washington, millions of Afghans are now 
facing a choice between exile and starva- 
tion. Fearing military retaliation by the 
Americans, many have headed for the 
supposedly safe rural areas, or the borders. 

All of Afghanistan’s neighbours have 
closed their borders, but about 50,000 
people—most of them women and chil- 
dren—are thought to have made it into Pak- 
istan during the past three weeks, joining 
the 5m Afghans who have fled their coun- 
try over the past 23 years of war. The new- 
comers try to blend in. Some are wel- 
comed by relations who arrived earlier. 
Some sneak into established camps. 

If America’s retaliation against the Tali- 
ban spreads the civil war in Afghanistan, 
as many fear, the office of the United Na- 
tions High Commissioner for Refugees 
(UNHCR) believes that as many as 1.5m 


more people may flee Afghanistan, most 
of them heading for Pakistan and Iran, 
which together already play host to 3.5m 
Afghan refugees. Remembering its unpre- 
paredness for the chaotic exodus of refu- 
gees from Kosovo, the agency is preparing 
for the worst. Tons of supplies, from plastic 
sheeting and tents to quilts and buckets, 
are being flown to Quetta and Peshawar in 
Pakistan and Mashad in Iran. 

The agency is seeking sites for new 
camps, while trying to persuade Afghani- 
stan’s neighbours to open their borders. As 
things stand, they are reluctant to do so. 
There are already over 200 refugee settle- 
ments in Pakistan, some of which were set 
up as long as 20 years ago. Iran has far 
fewer camps, as most Afghans are inte- 
grated within the local population, but still 
shelters 1.5m refugees. The Iranian au- 
thorities are trying to organise relief efforts 
in Afghanistan itself, hoping to encourage 
Afghans to stay there. 

In the meantime, many people in Af- 
ghanistan are reported to be starving. Even 
before September 11th, years of fighting 
and severe drought had translated into 1m 
internally displaced people and shrinking 
food supplies. In the hardest-hit areas, 
families are said to be surviving on locusts 
and grass. The World Food Programme 
(WEP) believes that 6m people are already 
in need of food inside the country. The 
agency has enough supplies for only 
about 4m of them, and those are likely to 


een 
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run out in the next three weeks. 

Bringing food to where it is needed is 
hugely difficult. At present the wFP is get- 
ting food to only about 1m people inside 
Afghanistan. From Pakistan and Iran the 
food goes in by road, but there are not 
enough lorries in Afghanistan to cover the 
stretch to many of the places where it is 
needed. Mountains cover much of the 
country, and some areas are hard to reach, 
even by donkey. By mid-November, the 
central and northern regions will be cov- 
ered with snow, making road transport 
even more difficult. A military strike is al- 
most certain to make deliveries harder. 
The agency is contemplating dropping 
food by air. 

The Taliban are contributing to the pro- 
blems of distribution. The Afghan authori- 
ties are preventing local UN staff—all for- 
eign staff having left the country—from 
communicating with the outside world 
through radio or e-mail. The UNHCR has 
lost contact with its 167 people in Afghani- 
stan, and the wer has to work through un- 


Existing refugees & [DP 
numbers, prior to Sept 11th, m 


AN 


Border areas with refugee camps 


| => Possible additional refugee 
: numbers (worst-case scenano) 


Source: UNHCR 
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> reliable telephone landlines to plan its op- 
erations. Last week, the Taliban denied the 
food agency access to the supplies in its 
own warehouses, although that blockade 
has now been lifted. 
Whereas the United States is getting 
ready to spend hundreds of millions of 


dollars on its expected military strike in Af- 


ghanistan, the UN says it will need $584m 
over the next six months to help Afghans. 
A large chunk—$268m, of which $30m is 
needed urgently—is meant for the UNHCR. 
The wr? is mounting the largest appeal in 
its history. Italy has pledged $7m to help 
refugees, and Britain and the United States 
have promised about $4m each—though 
America is paying much more directly to 
Pakistan—and Germany says it will give 
$3.5m. The European Union is coming up 
with $1.8m. So far, the wep has received 
only $17m but expects other countries to 
open their wallets too. With recession 
looming and cruise missiles costing $1m 
apiece, however, Afghans face severe com- 
petition for limited resources. = 


Pakistan and the Taliban 


About turn 


LAHORE 
General Musharraf is doing a good job 
of realigning his country with America 


OST Pakistanis do not much like 

America, seeing it as an ally in the 
1980s that walked away in the 1990s once 
Russia had been driven from Afghanistan. 
True, they do not like the Taliban either, 
viewing them as extremists who give Is- 
lam a bad name. Overtly or otherwise, 
though, Osama bin Laden is a bit of a hero 
for standing up to America. Until recently, 


if asked to chose between America and the 
Taliban who are sheltering him, most Paki- 
stanis would have come out in favour of 
the Taliban. Now they are not so sure. 

Pakistan’s president, General Pervez 
Musharraf, has declared that this is a “criti- 
cal point in Pakistani history” when it is 
necessary to stand with America’s alli- 
ance. Speaking the language that goes 
down best, he has argued that, if Pakistan 
does otherwise, India, the arch-enemy, 
would exploit the situation to isolate and 
hurt its neighbour. America would turn 
the screws on Pakistan, causing its weak 
economy to collapse. Siding with the Un- 
ited States, on the other hand, could bring 
huge economic and military benefits. 

George Bush proved the point last 
month, waiving three sets of sanctions 
that had burdened Pakistan since 1990. 
Outstanding American debt of about 
$400m was swiftly rescheduled; nearly 
$150m in American humanitarian assis- 
tance for the influx of Afghan refugees was 
announced; the IMF is considering mea- 
sures worth $2.5 billion and economic 
growth in Pakistan, with America now 
talking about an immediate injection of 
$600m of aid. On the back of all this good 
news, the rupee has been rising sharply. 

General Musharraf admits that the reli- 
gious right is poised to protest violently. 
The power of such groups was demon- 
strated this week, as one of them exploded 
a bomb in Srinagar, in Indian Kashmir, kill- 
ing 38 people. But he is confident that the 
problem can be “managed” if American 
intervention is short and well-aimed, 
rather than long and indiscriminate. He 
says there are no fissures in the army and 
he has no plans to postpone the promised 
return to democracy in October 2002. 

So far he has been proved right. The an- 
gry demonstrations by the religious par- 
ties across the country have not attracted 
lay Pakistanis, and the army's command- 





Not all fundamentalists 


ers are known to agree with General 
Musharraf's analysis. Mainstream politi- 
cal parties, newspaper editors and intellec- 
tuals, despite their aversion to any military 
regime, have thrown their weight behind 
him. And a large number of Pakistanis 
came out on September 27th for a national 
day of “solidarity” with the government. 

“The Taliban’s days are numbered,” de- 
clares General Musharraf. Pakistan’s Af- 
ghan policy is being “reviewed” and intel- 
ligence will be shared with the Americans. 
Significantly, too, Pakistan’s rulers have 
come round to the idea that a broad-based 
coalition government in Afghanistan led 
by the exiled former king, Muhammad Za- 
hir Shah, could be an option. This is an 
about-turn, after the years of unstinting 
Pakistani support for the Taliban since it 
helped create the movement in 1995. Will 
the new line endure? Will the general's en- 
tire strategy endure? Until bombs start to 
fall, and the reaction on the streets of Pak- 
istan can be seen, neither will have been 
really tested. m 


Bangladesh’s election 
A vote for change 


DHAKA 


Big defeat for the ruling party 


Cy the euphoria of the stunning 
election victory of the Bangladesh 
Nationalist Party (BNP) of Khaleda Zia has 
died down, she will no doubt be receiving 
an invitation from the American embassy 
in Dhaka for a cup of tea and a cucumber 
sandwich. Her four-party alliance, which 
has a two-thirds majority in the new par- 
liament, contains two hardline Islamic 
parties, a fact that has made the Americans 
sit up and take notice. 

There had in fact been some American 
unease during the campaign when the 
Awami League, the party of the outgoing 
prime minister, Sheikh Hasina, claimed 
that there was little to distinguish the ide- 
ology of the Jamaat-i-Islami and the 
smaller Islami Oika Jote parties from that 
of the Taliban of Afghanistan. And during 
the campaign, photographs of Osama bin 
Laden were plastered alongside posters for 
the parliamentary candidates, suggesting 
that he had supportin the country. 

But it looks as if the United States can 
count on Bangladesh's continued support 
for its campaign against terrorism, as the 
BNP promised during the election cam- 
paign. The sheer scale of the BNP’s victory 
on October ist means that Mrs Zia is in a 
powerful enough position to take deci- 
sions without requiring the support of her 


controversial allies, even should they op- » 
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> pose supporting the United States. She can 
also count on tradition. Bangladesh is a 
moderate Islamic country, where Bengali 
culture is championed as much as the 
teachings of the Prophet. Though some 
staunch Islamists have come out in sup- 
port of Mr bin Laden, they are very much 
in the minority and do so because they ap- 
prove of his stand against western values 
rather than his tactics. The Jamaat-i-Islami, 
which won 16 seats, may have firm views 
about the role of women and be opposed 
to American-style hamburger bars in 
Dhaka’s city centre, but it does not indulge 
in the same level of anti-western talk as its 
counterparts in Pakistan. It has for the most 
part forsaken extra-parliamentary activi- 
ties in favour of working within Bangla- 
desh’s democracy. 

But if a hardline Islamic threat is not 
something that will unduly perturb Mrs 
Zia—who is due to be sworn in later this 
month—there are plenty of other problems 
to occupy her attention. Foremost is the 
breakdown of law and order. Crime and 
political violence have escalated dramati- 
cally over the past five years in a country 
where democracy is by no means institu- 
tionalised. During the 1970s and 1980s, the 
army frequently tried its hand at govern- 
ment, usually without much success. Then 
there is corruption: a recent survey by 
Transparency International, a Berlin- 
based organisation, named Bangladesh as 
one of the worst offenders. 

On top of that, around half the popula- 
tion is below the poverty line set by the 
United Nations, and a third of the work- 
force of around 75m is unemployed. Mal- 
nutrition, sanitation and personal income 
in the eighth-most-populous country in 
the world (130m) lag behind most of Asia. 
Mrs Zia with her powerful majority now 
has a golden opportunity to attend to 
these ills: she has inherited an economy 
that has grown by around 5.5% a year for 
the past five years, is self-sufficient in food 
and has vast yet mostly unexploited natu- 
ral-gas reserves. Her bitter rival Sheikh Ha- 
sina has been humiliated, however, and is 
vowing to boycott parliament, claiming 
foul play. This could still trip Mrs Zia up. m 
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China's Communists 
Business as 
unusual 


BEIJING 
China’s business people are queuing up 
to become Communists 


HILE the world’s strategic map is be- 

ing redrawn by the terrorist attacks in 
the United States, China’s leadership is 
more preoccupied with politics at home. 
Last week, nearly 330 of China's most se- 
nior Communist Party officials held their 
biggest formal conclave in a year. Apart 
from observing that “the world is chang- 
ing”, their 3,400-character communiqué 
had nothing to say about international 
events. It concentrated almost entirely on 
ways of shoring up the party’s support. 

The Central Committee’s communiqué 
adroitly downplayed the convulsions the 
party is undergoing as it comes to terms 
with President Jiang Zemin’s declaration 
on July ist that the party of the proletariat 
should recruit capitalists in order to boost 
its “influence and cohesiveness”. This is by 
far the boldest ideological step taken by Mr 
Jiang in his 12 years as party chief. It could 
prove as important as Deng Xiaoping’s 
declaration in 1978 that the country 
needed to “reform and open up”—the 
phrase that spelled the end of Maoism. 

Mr Jiang received a pat on the back 
from the Central Committee. The commu- 
niqué said the meeting had “highly ap- 
praised” Mr Jiang’s July 1stspeech and con- 
sidered it to be of “major and far-reaching 
significance”. But it avoided specific men- 
tion of recruiting private business people— 
“exploiters” as they had always been de- 
scribed until Mr Jiang’s announcement. It 
also said nothing about promoting Mr 
Jiang’s close ally, Zeng Qinghong, to full 
membership of the Politburo. This promo- 
tion has long been favoured by Mr Jiang 
but is widely opposed by colleagues who 
see him as nothing but a crony. 

The political furore unleashed within 
the party by MrJiang’s innovative thinking 
has done nothing to dampen the enthusi- 
asm of private business people. For many 
this is a long-craved opportunity to im- 
prove their social standing and protect 
their business interests. The official press 
has reported a flood of applications from 
private entrepreneurs for party member- 
ship. A recent survey in Chengdu, the capi- 
tal of Sichuan province, found that more 
than 70% wanted to sign up. 

As a sop to furious conservatives, the 
leadership has urged party organisations 
to exercise restraint. But what party com- 
mittee could resist recruiting as many rich 
entrepreneurs as possible? Party members 
earning over 1,500 yuan net (about $180) a 
month must pay 3% of their salaries to 





Jiang spots dosh 


their party committee. That is more than 
the average income of officials and factory 
workers, and much more than that of peas- 
ants. Most would have to pay only 1% (or 
0.5% for the very poorest) out of their pal- 
try income. Private business people might 
make big donations in order to secure 
membership—a considerable incentive for 
a party with no assets to its name. 

In the long run, Mr Jiang’s decision 
could transform the party. Given that the 
private sector already contributes more 
than one-third of the country’s GDP, it 
seems inevitable that private business 
people, once they have a foothold inside 
the party’s walls, will gain a powerful po- 
litical voice. @ 


The Philippines’ ex-president 
Enter Estrada, 
in slippers 


MANILA 
A culture of corruption, as well as an 
ex-president, is on trial in Manila 


T trial of Joseph Estrada, the deposed 
president of the Philippines, opened in 
disarray on October 1st, shaking the new 
government's hopes that the proceedings 
would show the rule of law to be alive and 
well. An hour after the trial was due to 
start, a protesting Mr Estrada arrived, un- 
der a police escort, from a hospital where 
he was being treated for minor ailments. 
His lawyers did not turn up at all, thus de- 
laying the presentation of evidence and 
sowing legal landmines that could dam- 
age the prosecution’s chances of securing a 
conviction against him. 

The ex-president is accused of amass- 
ing some 4 billion pesos ($78m) in pro- 


ceeds from an illegal gambling racket, mis- >> 





> appropriated tax revenues and illicit 
investments. In extreme cases, Philippine 
law says the illegal acquisition of “exces- 
sive wealth” is punishable by death. Mr Es- 
trada says he is innocent. But the accusa- 
tions provoked a peaceful popular 
uprising in January that replaced him with 
his vice-president, Gloria Arroyo. 

Mr Estrada’s lawyers tried to have the 
trial, which is being held in a special anti- 
corruption court, postponed on various 
grounds, but the Supreme Court refused 
their plea. The ex-president and his law- 
yers then said they would boycott the trial. 
When he arrived, presumably having 
thought better of a boycott, he was wear- 
ing slippers, a sign, he indicated, of how 
unprepared he was to go on trial for his life, 
and declared that he was a victim of “judi- 
cial terrorism”. The court initiated con- 
tempt proceedings against Mr Estrada’s ab- 
sent lawyers and appointed others to take 
their place. Eventually, the first prosecu- 
tion witness was called to give evidence. 


The trial is expected to last for months. 
A guilty verdict would almost certainly be 
the subject of an appeal, which could take 
years. Justice can be slow in the Philip- 
pines. The last president accused of cor- 
ruption, Ferdinand Marcos, died before he 
could be brought to trial. In the 15 years 
since Marcos was overthrown, his wife 
Imelda, alleged to be a co-conspirator, has 
remained free, and little has been recov- 
ered of the many millions of dollars that 
the couple are supposed to have stolen. 

A failure to convict Mr Estrada might 
have political repercussions. There are al- 
ready doubts about the constitutional jus- 
tification for Mrs Arroyo’s assumption of 
power. An acquittal would remove the 
moral justification for January’s uprising 
as well. Mrs Arroyo is trying to reinvigo- 
rate an economy hobbled by a resurgence 
of Marcos-style crony capitalism under Mr 
Estrada. If he is not convicted, potential in- 
vestors may have even less faith in the gov- 
ernment’s ability to end corruption. m 





Sex bomb 


MELBOURNE 


The struggle against AIDS in Asia is far from over 


OW often do Asian women have sex, 

and with whom? This sort of ques- 
tion is too indelicate to be asked in public, 
but it will be hotly debated in the corridors 
at the sixth international congress on AIDS 
in Asia and the Pacific, due to open in Mel- 
bourne on October 5th. The reason is this: 
the Asian regional office of the World 
Health Organisation (wHo) is declaring 
HIV more or less under control in Asia. It 
says there is just not enough drug-taking 
and risky sex to sustain a major epidemic. 

Everyone agrees that HIV is high and 
rising among those who inject drugs, but 
some find this relatively unimportant, 
maintaining that the epidemic is “self- 
contained” in this group. In the words of 
Malaysia’s prime minister, Mahathir Mo- 
hamad, “Hiv and drug use are problems 
that will solve one another.” 

Men who have sex with men are an- 
other obvious source of infection, but they 
do not even register on the radar screen for 
most Asian governments. So that leaves 
prostitutes and their clients as the only 
door through which Hiv might enter the 
general population. And the wives of 
those clients hold the key to that door. If 
the wives are not having sex with anyone 
else, they may get infected themselves, but 
then the virus will hit a dead end. That, 
thinks the WHO, is the picture in Asia. 

The good news is that survey data indi- 


cate that Asian women are indeed less 
likely to have extramarital sex than 
women in other continents. On almost ev- 
ery other count, however, the WHO's 
comfortable calculations fly in the face of 
the evidence, according to epidemiologists 
from many Asian countries. 

In the first place, all the data suggest 
that people who inject drugs are having 
sex with people who don't, giving the lie to 
the idea that they form a closed group. Be- 
sides having wives and casual partners, 
drug injectors in Asia often visit prosti- 
tutes. For example, a quarter of the injec- 
tors surveyed in the Vietnamese capital of 
Hanoi also patronise prostitutes, and few 
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of them use condoms. To make matters 
worse, prostitutes are injecting drugs. With 
prostitutes taking drugs and drug-takers 
having lots of sex, a “self-contained” epi- 
demic among drug-takers is something of 
a dream. 

Next, the ignored population of male 
homosexuals. Though few admitit, almost 
every country in Asia has a market in 
which men buy sex from other men. Trans- 
vestites sell sex to men who think of them- 
selves as “straight”. Male prostitutes sell 
sex to clients who prefer sex with men but 
may be married to conform to social 
norms. In a recent survey in Cambodia, 
40% of men who had had anal sex with 
other men in the previous month had also 
had sex with women in that time. Again, 
not exactly a self-contained epidemic. 

This, together with the fact that be- 
tween 7% and 25% of men in Asian coun- 
tries report buying sex from women, 
means that the region has the potential for 
a very large epidemic. For proof, look no 
farther than northern Thailand, where 
10% of adults were infected before the gov- 
ernment’s HIV-prevention campaign dras- 
tically increased condom use and cut new 
infections. It is unlikely that these high lev- 
els of infection in the general population 
would be repeated across the continent, 
partly because prostitutes in other coun- 
tries have far fewer clients than they do in 
Thailand. But an infection rate that might 
reach 2% seems plausible in many coun- 
tries. That would imply 36m Hiv infec- 
tions in Asia, a fivefold increase on current 
estimated rates. 

The optimists point out that risky be- 
haviour has been recorded in Asia for 
years, and few countries have seen a major 
epidemic. Unfortunately, though, they are 
behind the times. At the last regional Asian 
AIDS conference two years ago, only Thai- 
land, Cambodia and India had any epi- 
demics to speak of. At this week's meeting 
China, Indonesia, Nepal and Vietnam— 
home to over 1.5 billion people—will all re- 
port huge rises in infection in groups with 
high-risk behaviour. 

The prevalence of Hiv infection now 
ranges from 40% to 70% of those who in- 
ject drugs in all of those countries, even 
though in some of them, such as Indone- 
Sia, it was said to be zero at the time of the 
last AIDS conference. HIV is increasing 
among prostitutes in that country too, ris- 
ing from virtually nothing to 8-25% in sev- 
eral places since the last regional pow- 
wow. Vietnam and China are showing the 
same abrupt rise in rates of infection in 
prostitutes. Bangladesh and the Philip- 
pines are recording much the same pat- 
terns of risky behaviour as the worst-af- 
fected countries. Unless the successful 
prevention models of Thailand and Cam- 
bodia are quickly replicated throughout - 
the continent, Asia could yet face a ghastly. 
AIDS epidemic. m 
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Intelligence operations will be the most important part of America’s war against 
terror. The intelligence services are not yet up toit 


T WAS one of the biggest intelligence fail- 

ures the world has ever seen. At least 19 
people worked for as long as five years, 
mostly in the United States, on a complex 
operation to crash multiple airliners into 
several targets. And America’s $30 billion- 
a-year intelligence services hardly got a 
whiff of them. Why not? And what can be 
learned from the failure? 

The fact that so much planning was 
done in America points the first finger of 
blame at the agency in charge of domestic 
intelligence, the Federal Bureau of Investi- 
gation. There is some evidence that the FBI 
knew that something was going on. In 
1995 Philippine intelligence passed on 
plans by Ramzi Yousef, a now-convicted 
terrorist, to hijack an airliner and ram it 
into either the cIa headquarters or the 
Pentagon. The FB1 also knew that several 
people with links to al-Qaeda had been 
taking private flying lessons. And at least 
two of the suspects were on a “watch list”. 

If the FBI were primarily responsible, it 
would be somewhat comforting, because 
the problem would seem fixable. The Jus- 
tice Department, for instance, turned 
down an FBI request to put a wiretap on 
one suspected hijacker. Congress is likely 
to loosen rules like this which hamper do- 
mestic intelligence-gathering. 


But the bureau is not the problem, for 
two reasons. First, if a terrorist group is 
careful, close-knit and not making large 
purchases of illegal materials (as in this 
case) there is little the FB1 can do with wire- 
tapping and other law-enforcement tech- 
niques. Short of turning America into a po- 
lice state, there will always be an 
irreducible amount of operational details 
that cannot be investigated in advance. 

Second, the FB1 is a law-enforcement 
and criminal-investigation agency—and 
terrorism is a matter of national security. 
Its limits overseas were shown in attempts 
to investigate three previous attacks on 
American targets abroad—the Khobar 
towers in Saudi Arabia in 1996, the East Af- 
rican embassies in 1998 and the USS Cole 
in 2000. Revealingly, in the Khobar towers 
case, the Saudis refused to co-operate with 
a mere domestic law-enforcement body. 

That suggests the response to the intelli- 
gence failure this time must include the 
CIA, the National Security Agency and 
even bodies such as the Justice Depart- 
ment. Together, they have been found 
wanting. The daunting fact is, however, 
that some of the criticisms had already be- 
gun to be addressed before September 
11th, and it is not clear how much more in- 
cremental change can achieve. 
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40 Lexington: Treason of the 
intellectuals? 


The most sweeping complaint is that 
the intelligence services failed to appreci- 
ate the true threat of global terrorism. The 
intelligence services’ job—once focused on 
the Soviet Union—has been made more 
complex by nuclear proliferation, organ- 
ised crime, narcotics and so on. Since they 
lacked a clear hierarchy of enemies, they 
underestimated terrorism. 

The evidence is not all bad. The CIA set 
up a unit to follow Osama bin Laden as 
long ago as 1995, and even attempted to as- 
sassinate him in 1999. But the FBI consis- 
tently argued in the 1990s that Mr bin 
Laden was not a primary security threat. 
And nothing happened when a CIA field 
officer in the Middle East tried to persuade 
the agency to collect more intelligence on 
Afghanistan from Central Asia. 

The idea that intelligence-gathering 
needs rethinking is hardly new. After the 
embassy bombings of 1998, a National 
Commission on Terrorism proposed many 
changes—for instance, more spies on the 
ground, looser wiretap authority—that are 
now being discussed. In July 1999, the de- 
fence secretary, William Cohen, warned 
about terrorists using chemical or biologi- 
cal weapons. Earlier this year, a commis- 
sion under Gary Hart and Warren Rud- 
man, two former senators, proposed 
sweeping governmental changes to set up 
a department of homeland defence. 

Little attention was paid by anyone (in- 
cluding, just as culpably, the media). Crit- 
ics now argue for five main changes, none 
of which looks like a solution: 

e Hire more spies. Until recently, the CIA 
had neglected its networks in the Middle 
East. The agency now has fewer Arabic- 
speaking case officers than in the cold war, 
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> though it began to reverse the decline three 
years ago. Reuell Marc Gerecht, a former 
case officer in the c1a’s near-east division, 
says it still has no one to penetrate terrorist 
groups because “operations that include 
diarrhoea as a way of life don’t happen.” 
Whether they could penetrate al-Qaeda 
even if they tried is another matter. 

e Change the hiring rules. In 1995, under 
pressure from Congress, the CIA said it 
would not hire thugs and criminals. The 
Bremer Commission last year thought this 
was cutting off sources of information and 
hurting morale. Intelligence officers dis- 
pute this, saying that in practice, they have 
been able to hire whom they want: it has 
just required approval from above. 

e Improve professionalism at headquar- 
ters. Complaints on this score are legion. 
There are stories of a Saudi desk officer 
who couldn’t speak Arabic, and of Robert 
Rubin, the former treasury secretary, say- 
ing he could get better economic informa- 
tion from his old firm, Goldman Sachs. The 
CIA’s Directorate of Operations, which re- 
cruits spies, has been hurt by the resigna- 
tions of several senior people lately, and 
the agency’s practice of hiring inexperi- 
enced young people has come under fire. 

e Change priorities. Many critics say that 
the intelligence services pay too much at- 
tention to satellites that vacuum up too 
much useless information (far too much: 
90% is not analysed). Paying more atten- 
tion to old-fashioned sleuthing would 
help. But when technology is changing 
communications even for terrorists, spies 
are unlikely to turn their back on satellites. 
e Improve co-ordination. The design of 
the intelligence services, with their multi- 
ple agencies, dates back to the cold war. 
Some-—notably the FBi—are notoriously 
slow to share information. But this may be 
the least significant problem. The c1a and 
FBI now routinely swap senior personnel. 
The Counter-Terrorism Security Group, 
which brings together the counter-terrorist 
heads of the CIA, FBI, the National Secu- 
rity Council, the Joint Chiefs of Staff and 
the departments of state, defence and jus- 
tice, now works well. 


Time for an outside eye? 

George Tenet, the CIA’s director, may still 
lose his job. And the House intelligence 
committee wants “significant structural 
changes like no other time in our nation’s 
history.” In fact, radical transformation is 
unlikely. The easiest reforms are under 
way, and some new proposals are du- 
bious. But there is one further idea. Rich- 
ard Perle, a former deputy secretary of de- 
fence, points out that the first President 
Bush, when head of the c1a in the 1970s, 
solved another crisis, to do with intelli- 
gence-gathering on Russia, by bringingina 
group of outside advisers under Richard 
Pipes, a Harvard professor. Perhaps Mr 
Bush’s son should do the same. m 
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The investigation 


The hounds have 
their noses down 


LONDON AND WASHINGTON, DC 


The links to Osama bin Laden grow 
stronger, if not yet conclusive 


O FAR the twisting trails from 19 dead 

hijackers have led to 540 investigative 
interviews, 383 searches, some 4,407 sub- 
poenas being issued and the detention of 
more than 500 people. And that is just in- 
side the United States. Another 150 people 
have been arrested in 25 other countries. A 
firm link between Osama bin Laden and 
the hijackers has yet to be shown in public. 
But some of the ties linking the main sus- 
pect to the events of September 11th are 
starting to emerge. 

The investigators say that before the at- 
tack one of Mr bin Laden’s most trusted 
moneymen, Mustafa Ahmad, also known 
as Sheikh Saeed, wired money from his 
bank account in Dubai to Muhammad 
Atta, the hijackers’ suspected ringleader. 
The hijackers returned the left-over money 
to Mr Ahmad on the eve of the attack. Au- 
thorities in the United Arab Emirates have 
frozen all accounts in Mr Ahmad’s name, 
but Mr Ahmad has so far escaped capture. 

Circumstantial evidence links four 
more of the terrorists with Mr bin Laden. 
According to American investigators, Kha- 
lid al-Midhar and Nawaf al-Hamzi, who 
were on the airliner that crashed into the 
Pentagon, were filmed in January 2000 in 
Malaysia meeting al-Qaeda operatives 
connected with the suicide bombing of 
the USS Cole. Wail al-Shehri, who was on 
board one of the jets that crashed into the 
World Trade Centre, reportedly spent time 
at one of Mr bin Laden’s training camps in 
Afghanistan. Another wnrTC attacker, 
Hamza al-Ghamdi, is said to have been a 
bodyguard of Mr bin Laden’s. 

None of this makes Mr bin Laden be- 
yond doubt the master-villain. But in- 
formation gleaned from spies and wire- 
taps has apparently convinced America’s 
allies. Tony Blair, Britain’s prime minister, 
says he has seen “incontrovertible evi- 
dence” of Mr bin Laden's involvement. 





NATO’s secretary-general, George Robert- 
son, says that the alliance’s 18 other mem- 
bers have been won over by the evidence 
offered by the American government. Do- 
nald Rumsfeld, the defence secretary, is 
travelling to several Arab countries in part 
to share some of the evidence with them. 

The FB1 is also beginning to build up a 
better picture of the 19 hijackers. Even 
though they were spread across several 
different cities, they appear to have 
worked as a unit, with Mr Atta as the 
leader. Documents found in his luggage 
suggest that he wrote instructions for the 
hijackers, reminding them to pack their 
passports and knives, and urging them to 
“welcome death for the sake of God.” 

Besides Mr Atta, three other hijackers 
were competent pilots and two more had 
spent a few hours learning to fly. These six 
appear to have been close friends (three 
shared rooms while students in Ger- 
many), and to have stayed in America for 
up to 18 months before the attacks. The 
other 13 hijackers, who had the job of con- 
trolling the passengers, were younger and 
less educated and had arrived in America 
more recently. All the muscle men were 
apparently Saudi Arabian. 

Investigators also seem increasingly 
convinced that one or two other hijackings 
were in the works, and are focusing on 
three men in custody who received flight 
training. One was detained while seeking 
flight-simulator training in Minnesota; the 
other two were arrested on a train in Texas 
after leaving an aircraft that was grounded 
after the attacks. 

Some substantial progress has also 
been made in Europe. In Germany, intelli- 
gence agents intercepted a telephone con- 
versation in which followers of Mr bin 
Laden celebrated the attack on September 
11th and referred to “the 30 people travel- 
ling for the operation”. This suggests that 11 
men connected with the plot are still at 
large. The French police say that, in a raid in 
Paris, they have found a code-instruction 
book that may well have been linked to 
the attacks. In Britain, the intelligence ser- 
vices have detained Lotfi Raissi, an Alge- 
rian pilot who is thought to have been the 
“lead instructor” to four of the 19 hijackers 
while they were all in Arizona. But nobody 
has yet actually confessed to anything. m 








The defence review 


Don’t even think 
about it... 


The merits of a palpably hard fist 


URING the months of back-room ar- 

guments that preceded the publica- 
tion of America’s Quadrennial Defence 
Review (QDR), two assumptions were 
made. First, America’s clear lead in all con- 
ventional weapons would deter states 
from following Iraq’s foolish decision a de- 
cade ago to challenge America’s tanks, air- 
craft and helicopters to a contest of like 
against like. So, second, any new military 
challenges would be non-conventional. 
America’s opponents would take advan- 
tage of the openness of its society and 
economy. And the adversaries would not 
necessarily be organised states. 

Much of this speculation about “asym- 
metrical warfare” was on the right lines. 
But the QOpR—published on September 
30th, after a rapid update to take account 
of recent events—acknowledges that no- 
body guessed how devastating the change 
would be, and how elusive the enemy 
would prove. The QpR concludes that 
America needs more of just about every- 
thing, especially communications and sur- 
veillance equipment, overseas bases, and 
long-range aircraft and ships. 

Unlike its 1997 predecessor, the new 
four-yearly review makes no precise rec- 
ommendations about the structure of 
America’s armed forces, such as cuts in the 
regular army and its reserves to release 
money for more high-tech weapons 
(which many people have called for). But it 
does urge a huge new investment in the 


Bound for the Pacific, eventually 


— 


means, both low-tech and high-tech, to 
protect the American homeland. 

It adamantly rejects the temptations of 
isolationism, however. It insists that, be- 
cause of its global interests, America needs 
a “forward presence”, especially in the In- 
dian Ocean and the Pacific. Although it 
does not explicitly turn its back on Europe, 
it emphasises the “broad arc of instability” 
stretching from the Middle East to north- 
east Asia. This area contains an explosive 
combination of declining and rising pow- 
ers, some of which are capable of building 
or buying non-conventional weapons. 

This will require an increased naval 
presence in the Pacific: more surface ships, 
more submarines and more intensive pa- 
trolling by aircraft carriers. More bases and 
refuelling facilities will be needed in the 
Pacific and Indian Oceans. The navy needs 
more money for “rapid sea-lift”, so that 
warships can move swiftly to the Indian 
Ocean or the Gulf from the Mediterranean 
or even farther afield. 

All this sets the stage for fresh argu- 
ments. Both the advocates and the critics 
of anti-missile defences, for instance, can 
now expect to be asked which of their ar- 
guments is likelier not only to protect the 
United States itself but to preserve the mili- 
tary balance in Asia. The QDR does not set- 
tle the fate of controversial weapons such 
as the highly mobile Crusader artillery 
piece or the v-22 tilt-rotor aircraft. But it en- 
dorses the principle of “transformation”— 
technological leaps designed to take full 
advantage of information technology. It 
also accepts the worries of many defence 
specialists about “gaining access” to war 
zones. America could find it very difficult 
to insertits soldiers into distant battlefields 
if its adversaries possess even some crude 
missiles or some old-fashioned subma- 
rines. The arms makers will have to pro- 
vide an answer to this. 





< + 


Still, advocates of sharply increased 
spending on defence will be reassured by 
the new axiom that has entered the lan- 
guage of military planners: that of “dissua- 
sion”. This holds that it is worth investing 
in state-of-the-art weapons (an anti-mis- 
sile shield, for example) in order to con- 
vince potential enemies that they cannot 
hope to challenge the United States. Even 
when there is no immediate challenge to 
American superiority in a particular sort 
of weapon, it may be worth spending 
more money to extend America’s lead and 
pre-empt any possible challenge. “Don’t 
even think aboutit,” in short. m 


The legal battle 
Hitting where 
it hurts 


NEW YORK 
The American taxpayer may end up 
paying Osama bin Laden’s legal bills 


MERICA is a country of laws, the re- 
frain goes; no lessisit a country of law- 
yers. One battle in the war against terro- 
rism will end up being fought in the 
courtroom—with the target being Osama 
bin Laden, but the damages perhaps being 
met by the Treasury. 

After other airline disasters, lawyers 
have won enormous damages from the 
carriers on behalf of the victims’ families. 
In the recent tragedy, however, that ap- 
proach seems less promising. The two car- 
riers whose flights were hijacked, United 
and American, have both been granted a 
cap on their legal liability in the bail-out 
package hurriedly passed by Congress 
after the disaster. 

The alleged hijacker-in-chief, Mr bin 
Laden, on the other hand, has no such le- 
gal protection. More important, neither do 
the states deemed to have supported him. 

Under American law, foreign states are 
immune from being sued. But a 1996 law 
designed to punish state sponsors of terro- 
rism said that countries named by the 
State Department as supporters of terro- 
rism are not immune. These include Iraq, 
which some people reckon is one of Mr 
bin Laden’s backers, but not (yet) Afghani- 
stan, whose ruling regime has never been 
officially recognised by the United States. 

In the past, suits against sponsors of ter- 
rorism have led to large awards. In 1998 
Stephen Flatow sued the government of 
Iran, on the ground that his daughter was 
the victim of a bomb planted by a Palestin- 
ian group that received money and arms 
from the Iranians. Iran refused to contest 
the case, but, using State Department 
sources to prove a link between the Irani- 
ans and the killers, Mr Flatow won in 


court. He was awarded more than $200m >> 





>in punitive damages (according to the 
judgment, a sum three times the amount 
Iran spends each year on terrorist activi- 
ties). The judge also awarded him large 
compensatory damages of $26m. 

Mr Flatow’s lawyers tried to collect the 
money by going after Iranian assets frozen 
in America, such as the former Iranian em- 
bassy in Washington, pc. But the State De- 
partment considered these properties im- 
mune from seizure, and argued that 
handing them over at the behest of an 
American court would not only violate the 
principles of international diplomacy but 
also endanger American property abroad. 

In the end, to avoid the embarrassment 
of having to defend Iranian assets from a 
wronged American citizen, Congress and 
the Clinton administration hit on a com- 
promise. Tacked on to a bill that addressed 
domestic violence, slavery and teenage 
suicide was a provision that directed the 
Treasury to pay out compensatory dam- 
ages (but not punitive ones) to victims of 
terrorism who filed suit within a certain 
period of time. The provision stipulated 
that the federal government must then try 
to get Iran to pay the money back as soon 
as possible. 

As a result, Mr Flatow got $26m. Others 
who had filed suit at the right time also re- 
ceived generous sums. Terry Anderson 
and Thomas Sutherland, who had been 
held hostage in Lebanon, won $41m and 
$53m respectively. That works out at about 
$10,000 per day in captivity, which has 
become the going rate in the courts. 

In all, the Treasury has so far paid out 
more than $200m. Efforts to recover this 
from Iran cannot be made until Iran and 
the United States resume diplomatic rela- 
tions, and even then the prospect seems 
dim. For its part, Iran has recently passed a 
law that allows Iranian victims of “Ameri- 





can interference” to sue the American gov- 
ernment in Iranian courts. 

Last month's attacks will undoubtedly 
spur similar suits, should it emerge that 
they had a state sponsor. Lee Kreindler, a 
New York lawyer, says that some of the 
families of those killed in the World Trade 
Centre and on the hijacked airliners have 
shown interest. He hopes that some of the 
financial assets frozen by President Bush 
could pay for the damages. But unfreezing 
such assets could make things even trickier 
for American diplomacy. The point of 
holding frozen assets is to use them as le- 
verage against the foreign regime, not to 
give them away. 

If Congress wanted the Treasury to pick 
up the bill again, it would have to pass an- 
other law similar to last year’s. Having 
once made such a concession, Congress 
may find it difficult to deny requests from 
the new victims for equal treatment. In- 


Bipartisanship 


deed, similar requests are now in the off- 
ing. Crowell & Moring, the Washington, 
DC, firm whose lawyers prosecuted the 
lion’s share of the cases against Iran, is 
now lobbying hard to extend last year’s 
law to cover victims of terrorism in Kenya 
and the Middle East allegedly connected to 
Mr bin Laden. Stuart Newberger, a partner 
on the firm’s terrorism team, believes the 
government can be swayed. “Both the 
Bush administration and Congress are 
very supportive of this idea,” he says. 

The Treasury may find itself writing 
many more cheques if the courts are to 
protect both these victims’ claims and 
America’s diplomatic manoeuvring. Rich- 
ard Mosk, a judge on the Iran-us Claims 
Tribunal at The Hague, argues that such 
lawsuits amount to “picking our own 
pocket”, and could cost the government 
millions while deterring terrorism not a 
jot. That is unlikely to stop the lawyers. = 


Time to deal on trade 


WASHINGTON, DC 


The fate of fast-track will show whether Washington’s new bipartisanship is 


worth having 


INCE September 11th, politics in Con- 

gress has been transformed. Gone is 
the party bickering and endless inaction. 
America’s lawmakers claim a new ur- 
gency and a new bipartisanship. From 
anti-terrorism to economic stimulus, Re- 
publicans and Democrats say they are de- 
termined to work together to get things 
done quickly. Alas, the rising squabble 
about trade policy shows that real co-oper- 
ation is limited, and a determination to 
look bipartisan can be dangerous. 

It began on September 20th, when Rob- 
ert Zoellick, America’s top trade negoti- 
ator, used a speech and an article in the 
Washington Post to exhort congressmen to 
pass Trade Promotion Authority (TPA), the 
power once called “fast-track”, that the ad- 
ministration needs to negotiate interna- 
tional trade deals efficiently. In the article, 
entitled “Countering terror with trade”, Mr 
Zoellick argued that trade leadership was a 
component of America’s counter-offen- 
sive against terrorism. “Trade is about 
more than economic efficiency,” he wrote. 
“It promotes the values at the heart of this 
protracted struggle.” 

To anyone with a sense of history, this 
should be pretty uncontroversial. The 
global integration offered by trade pro- 
moted the values of “progress and plural- 
ism, tolerance and freedom” that, in the 
words of George Bush, underpin the anti- 
terrorist campaign. As Fred Bergsten of the 
Institute for International Economics 


points out, America’s global economic ini- 
tiatives in the post-war period were all mo- 
tivated “in very large part by foreign policy 
and national security considerations”. 

Unfortunately, some reacted differ- 
ently. Charles Rangel, the top Democrat on 
the House Ways and Means Committee, 
furiously accused Mr Zoellick of wrapping 
trade-promotion authority “in the flag”; it 
“would be laughable if it weren’t so seri- 
ous.” Robert Matsui, another Democrat, 
said he would now work strongly against a 
fast-track vote. Columnists jumped into 
the fray. Paul Krugman of the New York 
Times accused Mr Zoellick of exploiting a 
national crisis. 

The truth is that Congress is at last mak- 
ing progress towards passing a trade bill, 
and this is putting many congressional 
Democrats, traditionally resistant to trade 
initiatives, on the defensive. 

Bill Thomas, the Republican chairman 
of the Ways and Means Committee, has, 
together with three Democrats, put to- 
gether a compromise TPA bill. In a big con- 
cession to the Democrats, the Republicans 
agreed that it should be an American ob- 
jective to have labour and environment is- 
sues that are covered in trade agreements 
“enforced” just as other provisions are en- 
forced. But from a Republican viewpoint, 
the bill is conveniently unclear on what 
kind of labour and environment issues are 
covered, and what “enforcement” means. 


The bill, unveiled on October 3rd, may »» 
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week. Its chances of passing there are im- 
proving. Several Republicans who nor- 
mally vote against things like this have 
promised their support, which means that 
fewer Democratic votes will be needed to 
get TPA passed. The most optimistic Re- 
publicans reckon they can get the law 
through with the help of as few as 20 Dem- 
ocrats. And the compromise bill offers 
enough on trade and labour to lure a few 
more Democrats on board. 

However, even under the best of cir- 
cumstances, TPA will be passed along rela- 
tively partisan lines. This is not lost on op- 
ponents of free trade, who are fighting a 
rearguard action. From the Democratic 
leadership to the trade-union movement, 
those reluctant to pass the trade bill are 
now invoking bipartisanship on their side. 

Richard Gephardt, the Democratic 
leader, says that moving on fast-track 
would jeopardise bipartisanship. John 
Sweeney, the boss of the AFL-CIO union 
group, suggests that pursuing the fast-track 
approach “will erode the sense of co-oper- 
ation and spirit of bipartisanship we want 
to see our country and its leaders continue 
to take.” A coalition of environmentalists 
wants to postpone TPA “until a more ap- 
propriate time”. 

These tactics smack even more of op- 
portunism than Mr Zoellick’s. Unfortu- 
nately, they may be working. The White 
House, desperate to maintain the aura of 
bipartisanship, has been noticeably quiet 
lately on the subject of trade. Mr Bush has 
mentioned the importance of passing 
TPA, but he has hardly used his pulpit to 
ram it through. The subject was barely 
mentioned in this week’s many discus- 
sions about the economy. Indeed, those 
discussions highlight the importance Mr 
Bush is attaching to bipartisanship: the 
White House appears to have discarded 
the more unpopular Republican sugges- 
tions for stimulating the economy (such as 
cutting the capital-gains tax) while show- 
ing interest in rebates for the poor and ex- 
panded unemployment benefits, which 
are favoured by Democrats. 

When the demands of bipartisanship 
sink proposals, such as the capital-gains 
tax one, which are an ineffective tool for 
the task at hand, the approach makes 
sense. But on trade the demands of biparti- 
sanship risk obstructing good policy. With 
the world economy heading for a reces- 
sion, and global trade flows stagnant, the 
need for a new trade round to be launched 
at next month’s meeting in Doha is all too 
clear—or should be. American leadership 
in that round would be dramatically 
strengthened if the administration had 
TPA passed by then. If the cause of biparti- 
sanship prevents a president with a 90% 
approval rating in the polls from making 
that case loudly, it is a bipartisanship that 
is hardly worth having. @ 


The Vietnamese 
invade 


LAKE VILLAGE, ARKANSAS 


A feline-piscine trade fight 


WORD on southern etiquette: never 

wear flip-flops to visit a catfish plant. 
At Farm Fresh Catfish, a processing plant in 
the humid Arkansas delta, bloody fish 
parts float in puddles on the floor. For the 
shower-capped men stabbing catfish on to 
a spiked rotating machine, the work is 
good money: $8 an hour in one of the 
poorest parts of America. Now they say 
that their jobs are being “stolen” by cheap 
Vietnamese imports. 

Catfish is a Dixie delicacy that other 
Americans increasingly like. One recent 
poll placed it as the country’s third-favour- 
ite seafood, beaten only by shrimp 
(prawns) and lobster. Around 600m Ib 
(272m kg) of catfish, worth $500m, are sold 
every year in America. Nearly all the 
home-grown catfish comes from four 
states: Louisiana, Mississippi, Alabama 
and Arkansas. 

Last year, some 7m lb of catfish were 
imported from Vietnam, compared with 
2m lb in 1999 and 575,000lb in 1998. De- 
spite their tiny share of the market, the 
Vietnamese are blamed by the farmers for 
falling prices, from about 80 cents per |b to 
60 cents in the past year. 

The southerners say they have to meet 
stricter rules than their Asian competitors. 
Their catfish are raised in clay-based 
ponds filled with purified water pumped 
from underground wells. A typical pond 
covers 10-20 acres, and is around five feet 
deep. All the American ponds have to be 
tested by the Department of Commerce 


Friend or foe? 


stitute (an organisation still grander than it 
sounds). 

The Vietnamese catfish, often called 
basa or tra, have no such institute. They are 
raised in cages that floatin dirty marshes in 
the Mekong river—or so says Marion Berry, 
a Democratic congressmen from Arkan- 
sas. Having visited the country this year, 
he was horrified by the conditions, and 
talks darkly about the possibility of toxins 
from the Vietnam war that might be still in 
the river. 

Mr Berry is one of the backers of a bill 
in the House that would require country- 
of-origin labelling for all fish sold to con- 
sumers in the United States. The Vietnam- 
ese are also accused of using labels that in- 
clude words like “Cajun” (to imply a 
Louisiana heritage). In July, Vietnam’s 
ministry of fisheries announced a new 
rule requiring exporters to label their 
wares “Product of Vietnam” or “Made in 
Vietnam”, but said nothing about Cajun. 

This week Congress approved a bill to 
normalise trade relations with Vietnam. 
But several southern senators, led by 
Blanche Lincoln of Arkansas, also intro- 
duced a labelling bill that would narrow 
the definition of “catfish” to exclude basa 
or tra (which they claim to be as different 
scientifically from catfish “as a cow is from 
a yak”). There is also talk of an anti-dump- 
ing suit on the basis that Vietnamese cat- 
fish has, at times, been as much as $1 a Ib 
cheaper than its American equivalent (the 
price fluctuates pretty dramatically). 

The prospects for more precise labels 
are small. In many labelling arguments— 
particularly those over genetically modi- 
fied foods in Europe—America is making 
exactly the opposite case, decrying en- 
forced labelling as protectionist. Unde- 
terred, the southerners will start selling 
their own fish with huge red, white and 
blue “Made in America” stickers. @ 
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The anti-war movementis growing. It could do the left more harm than good 
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ACK in Vietnam days, the anti-war movement spread from 

the intelligentsia into the rest of the population, eventually 
paralysing the country’s will to fight. At first sight, the danger of 
the same thing happening now looks slim. The overwhelming 
majority of Americans are solidly behind George Bush. Yet the 
drumbeat of opposition, already fairly deafening in parts of the 
European left, is building up in America. 

At first Susan Sontag was almost alone in going public with 
her view that the terrorists were merely offering a critique of 
America’s foreign policy. But last weekend saw peace protests in 
Washington, New York and San Francisco that took up her 
theme. Ralph Nader has asked people to put themselves “in the 
shoes of the innocent, brutalised people of the third world”. 
Op-ed articles brimming with peace or appeasement (according 
to your taste) have begun to migrate from the Guardian and Le 
Monde to those of the Los Angeles Times. Howard Zinn, the au- 
thor of “The People’s History of the United States”, says that he 
is “horrified and sickened” by all the talk “of retaliation, of ven- 
geance, of punishment”. 

Such voices will grow louder when people are killed. The 
television news already shows harrowing pictures of Afghan 
refugees. If Mr Bush’s war is a drawn-out affair, it will impose 
great demands on the patience of a not very patient people. 

In the 1960s, the anti-war movement struck a chord because 
many Americans, rightly or wrongly, thought it was saying 
something substantial. What about its successor? The peace 
movement starts off with the assumption that Americans need 


to understand why so many Muslim fundamentalists hate them. 


There is nothing wrong with this (and many people who are not 
remotely pacifists are looking at the same thing). But all too of- 
ten, the pacifists leap to another argument-that the tragedy of 
September 11th was the inevitable result of America’s arrogant 
and imperialist foreign policy. As the cliché of the moment has 
it, America is now reaping what it has sown. 

This is woolly thinking at best. Perhaps the critics of Amer- 
ica’s foreign policy are referring to its interventions in Kuwait, 
Bosnia and Kosovo, when it was trying to help the local Mus- 
lims? These actions were as close to altruistic as you can get in 
the real world (which is why so many people on the left sup- 
ported them at the time). Even in the areas where American pol- 





icy has been less successful—for instance in the still unsolved 
Israel-Palestine tangle, or the effects of sanctions in Iraq—there is 
a worrying confusion between (legitimate) explanation and (un- 
warranted) justification of last month’s terror. And there are few 
signs that America’s withdrawal from the Kyoto Protocol played 
much part in Mr bin Laden’s calculations. 

A muddled message, though, would not necessarily limit the 
success of the peace movement. During the Vietnam war, prot- 
esters said a lot of things that now seem silly. This time, though, 
it will be harder for the anti-war left to hold its troops in line. 

The problems begin with the nature of the enemy. Islamist 
fundamentalists don’t object to the things that campus leftists 
dislike about America. They object to the things that they like, 
such as freedom of speech, sexual equality and racial diversity. 
Ho Chi Minh’s communists had a sort of revolutionary chic. The 
Taliban's penchant for throwing acid in the faces of women 
who fail to wear veils and its lively debate as to whether the 
proper way to deal with homosexuals is to hurl them from tall 
buildings or bury them alive does not endear it to Berkeley. 

This has already divided the left. Groups such as the Feminist 
Majority Foundation were among the first to condemn the Tali- 
ban regime. Some of the fieriest polemics against “Islamic fas- 
cism” have come from left-wing luminaries such as Christopher 
Hitchens and Ms Sontag’s son, David Rieff. Even the area of 
Arab grievance that has received most succour on the European 
left—Israel's heavy-handedness—finds much less sympathy 
among American liberals. The New Republic is unlikely to call 
Ariel Sharon a war criminal, at least in this century. 

In the 1960s, the arguments between anti-war campus radi- 
cals and pro-war trade unionists introduced bitter splits into the 
Democratic Party, which contributed to its catastrophic defeat in 
1972. This time, the workers seem even more solidly behind the 
troops—not least because the homeland is under far greater di- 
rect threat. Canvassers from the AFL-CIO, originally dispatched 
to drum up support for the anti-globalisation cause, are now col- 
lecting donations on behalf of the terrorism victims instead. On 
Capitol Hill, some of the left’s fiercest firebrands, including 
Marcy Kaptur, the congresswoman from the rust-belt city of To- 
ledo, in Ohio, have become the Democrats’ leading hawks. 

The question of the flag may be an indicator of the gulf be- 
tween intellectuals and the rest of a frightened and increasingly 
patriotic country. The people who spontaneously bought the 
American flag to show their solidarity with those who were 
killed probably do not share the worry of Barbara Kingsolver, a 
leading feminist, that it “stands for intimidation, censorship, vio- 
lence, bigotry, sexism, homophobia and shoving the Constitu- 
tion through a paper shredder”; and they may not empathise 
with one writer at the Nation when she frets about her daughter 
wanting to hang a flag out of the living-room window. 

The widespread fear of more domestic attacks that under- 
pins this patriotism also points to the biggest weakness of the 
anti-war movement. Even if things go badly for Mr Bush, the 
pacifists’ lack of any plausible answer to the challenge of terro- 
rism will surely limit their effectiveness. With Vietnam, the left 
could argue that, if America withdrew, the war would be over. 
That is not true this time. The terrorists are likely to strike again 
regardless of whether America retaliates or not. Terrorism has 
escalated from the mid-1980s onwards, despite the fact that 
America’s response has either been feeble, non-existent or sym- 
bolic. The true comparison is not with 1969, but with 1939. m 
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Colombia's conflicts 





Enemies of the state, without 


and within 


BOGOTA 


Colombia’s terrorists may lack global reach, but that makes them no easier to 
defeat—as a lurid murder and a damning human-rights report make clear 


FS the past three years, President An- 
dres Pastrana’s government has tried to 
put an end to Colombia’s murderous civil 
conflicts with a two-track strategy. On the 
one hand, Mr Pastrana has opened peace 
talks with the FARC guerrillas. To do so, he 
has withdrawn the security forces from a 
large swathe of mountainous jungle in the 
south, creating a “demilitarised” zone. On 
the other hand, the government has 
sought international support to strengthen 
the armed forces, making efforts to im- 
prove their behaviour. On both counts, Mr 
Pastrana was this week dealt setbacks. 

On September 29th, the body of Con- 
suelo Araujo, formerly Mr Pastrana’s cul- 
ture minister, was found in the foothills of 
the Sierra Nevada de Santa Marta, six days 
after she had been kidnapped by the 
FARC’S Caribbean front. Her captors ap- 
pear to have shot her several times at close 
range, as they fled from army troops. The 
wife of a senior government law officer, 
Mrs Araujo was the founder of the coun- 
try’s most important folklore festival. She 
was a well-known personality, as well as 
being a close friend of many people promi- 
nent in politics and the arts. Colombians 
have been outraged by her murder. Thou- 
sands turned out for her funeral. 

On the same day, the FARC used mines 
and troops to stop Horacio Serpa, the Lib- 
eral who the polls say is the front-runner to 
become president next year, from leading 
a march of some 4,000 supporters into the 
supposedly demilitarised zone (known to 


Colombians as the despeje). That made a 
mockery of the government's claim that 
civil and political rights still applied in the 
FARC-controlled zone. 

Most Colombians have lost patience 
with peace talks that have produced no sig- 
nificant agreements, while the FARC, with 
around 18,000 fighters, continues its mili- 
tary campaign across the country. Even so, 
Mr Pastrana had been expected to an- 


nounce this week the renewal of the des- 


peje until the end of his mandate. A small 
committee set up by the president and Ma- 
nuel Marulanda, the FARC’s leader, last 
week proposed a six-month ceasefire dur- 
ing which the two sides would discuss re- 
forms to be put to a constituent assembly, 
and the guerrillas would be paid to stop 
kidnapping. But now Mr Pastrana faces 
pressure to scrap the enclave, and also 
therefore the talks, unless the FARC agrees 
to an unconditional ceasefire. 

The United States, which last year 
granted $1.3 billion in mainly military aid 
to Colombia, has hitherto given unenthu- 
siastic backing to the talks. After the Sep- 
tember 11th attacks, some Colombians ex- 
pect a tougher line. The FARC, together 
with the smaller ELN guerrilla group, is on 
the United States’ official list of “foreign 
terrorist organisations”. But so, too, since 
last month, are the right-wing paramilitar- 
ies of the United Self-Defence Forces of 
Colombia (auc). They are responsible for 
more civilian deaths than the guerrillas, 
many of them in massacres aimed at clear- 
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ing alleged guerrilla sympathisers from ru- 
ral areas. On October 2nd, paramilitary 
gunmen murdered a Liberal congressman. 

In a report this week, Human Rights 
Watch, a New York-based group, details 
the close links that continue to exist be- 
tween the armed forces and the Auc. Such 
accusations are not new; neither is the offi- 
cial rejoinder that they are the actions of 
rogue individuals. But the report gives 
damning support to the claims of critics 
that the paramilitaries operate as an unof- 
ficial extra division of Colombia's army, 
and will thus embarrass the government. 

Human Rights Watch investigated alle- 
gations against three army brigades (out of 
17 in total), each based in areas where the 
AUC is on the offensive, as well as several 
police detachments. It found evidence that 
these units “promote, work with, support, 
profit from and tolerate paramilitary 
groups, treating them as a force allied to 
and compatible with their own”. 

One of the units is the 24th Brigade, 
based in Putumayo department, where 
separate American-trained battalions are 
supporting a coca-eradication campaign. 
According to evidence cited in the report, 
the soldiers and paramilitaries operated 
jointly. The brigade’s officers gave trans- 
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troops. An accountant who worked for the 
AUC told Human Rights Watch that the 
group had an annual budget of $8m in Pu- 
tumayo, most derived from taxing the co- 
caine business. She said the auc made 
payments of up to $3,000 a month to po- 
lice and army officers (as senior as colo- 
nels) in return for their collaboration. 

Under Mr Pastrana, the army’s top com- 
manders have taken some steps against 
the AUC, arresting some of its members. 
Some officers accused of links with the 
paramilitaries have been sacked and, in 
one case, sentenced to imprisonment. But 
such efforts have been ineffective in break- 
ing the links, says the report. Neither have 
they halted the Auc’s rapid growth. 

One of Mr Pastrana’s achievements has 
been to involve outsiders in trying to settle 
Colombia’s conflicts. But despite his coura- 
geous efforts, the peace process now in- 
spires almost as little confidence abroad as 
it does at home. And none of the Colom- 
bian groups has been mentioned by Amer- 
ican officials as being among the terrorist 
organisations “with global reach” that 
have become the prime target of the Un- 
ited States since September 11th. Unless 
the government takes more resolute steps 
to curb the paramilitaries as well as the 
guerrillas, the United States’ Congress may 
yet decide that American money is better 
spentelsewhere. m 
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Mexico ‘ia the United KD 
A government 
damaged 


MEXICO CITY 
Mending fences at home and abroad 


Te row over how much Mexico should 
back the United States’ war against ter- 
rorism is subsiding, but the damage it has 
caused to President Vicente Fox’s govern- 
ment may take longer to heal. When, 
shortly after the September 11th attacks, 
Jorge Castañeda, the foreign minister, said 
Mexico could not “negotiate its support” 
for the United States, its trade partner in 
NAFTA, nationalist opposition politicians 
rushed to condemn him. The efforts of 
Santiago Creel, the interior minister, to 
mollify them—fearing that they would op- 
pose government bills more stubbornly— 
made the government look more divided 
than it really was. A fortnight passed be- 
fore Mr Fox settled matters by publicly and 
firmly backing his foreign minister, in an 
interview on American television. On Oc- 
tober 3rd, Mr Fox was due to meet George 
Bush in Washington to offer condolences 
and discuss border security. 

To be fair, Mr Fox had reassured Mr 
Bush of Mexico's solidarity early on. Mex- 
ico’s political establishment is now singing 


Heavyweights humbled 


SAO PAULO 


A slow but steady clean-up continu 


l | haan recently, corruption allega- 
tions were easily brushed aside by 
Brazilian politicians, who could rely on 
their colleagues’ solidarity. But things 
are changing. The latest casualty is Jader 
Barbalho, until recently president both 
of the Senate and of its largest party, the 
catch-all Brazilian Democratic Move- 
ment (PMDB). This week he announced 
his resignation from the Senate, after it 
had started proceedings to expel him for 
alleged embezzlement in the 1980s. 

Last year one of Mr Barbalho’s PMDB 
colleagues became the only senator in 
Brazilian history to be chucked out for 
corruption. This means being barred 
from office for eight years, and so losing 
the immunity from prosecution that 
goes with it. By resigning, Mr Barbalho 
hopes to return in next year’s elections. 
The same tactic was used earlier this 
year by Antonio Carlos Magalhaes, Mr 

o’s predecessor as Senate presi- 
dent and his bitter rival. He resigned 
after breaking the Senate’s rules in his 


quest for dirt on his foe. 

Another right-wing heavyweight is 
in trouble in Sao Paulo. Paulo Maluf, 
twice the city’s mayor, is being prose- 
cuted for alleged fraud over a 2 billion 
reais ($740m) road tunnel. Prosecutors 
said on September 30th that they had re- 
ceived confirmation from the authorities 
in Jersey, a British dependency, that Mr 
Maluf and his family had investments 
worth around $200m in a bank there. 
Mr Maluf had denied having any such 
foreign investments. Like Mr Barbalho, 
he also denies swindling taxpayers. 

The immunity given to office-holders, 
and the inefficiency of Brazilian justice 
thereafter, mean that such accusations 
can remain unproven for years. Judicial 
reforms are stuck in Congress (though it 
did recently approve a new civil-law 
code, after 26 years of debate), as are 
schemes to limit parliamentary immu- 
nity. Until they are approved, it would 
be premature to conclude that political 
corruption in Brazil has had its day. 
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the same tune: full support, short of send- 
ing troops (which are not wanted any- 
way). But the episode has raised tensions 
between Mr Creel and Mr Castañeda, who 
both have presidential ambitions. It 
showed bad judgment by Mr Fox. And it 
casts doubt on the government’s ability to 
get the opposition-dominated Congress to 
give its support to a tax reform seen as es- 
sential to shore up the public finances and 
fulfil the president's promises to improve 
social welfare. Critics within the govern- 
ment are already sniping at the finance 
ministry for fumbling the lobbying effort, 
and for not rallying businessmen to press 
State governors from the Institutional 
Revolutionary Party (pri), the largest op- 
position force. The outcome, they fear, 
may be a weaker tax reform, or none at all. 

That would be especially unfortunate 
right now. Even before the terrorist attacks, 
America’s slowdown had thrown Mex- 
ico’s economy into recession. Now, recov- 
ery will be put back until next year, accord- 
ing to the central bank’s monthly survey of 
30 independent economic consultancies 
(see chart). Some industries are already 
suffering badly. Tourism is one: Americans 
make up 85% of the visitors to Mexico, but 
are suddenly more reluctant to travel. Ex- 
ports have been hit by the delays at border 
crossings for security checks. According to 
the Mexican foreign-trade council, bilat- 
eral trade, formerly running at $670m a 
day, has dropped by an average of 15% 
since September 11th. Most affected are 
electronics, textiles, chemicals and, espe- 
cially, Mexican plants supplying just-in- 
time parts to American car makers. 

The government cannot do much to 
help. It is sticking to its tight fiscal policy. It 
plans minor measures to attract more for- 
eign investment and promote tourism. It 
will bring forward job-creating housing 
and road programmes due in next year’s 
budget to the start of the year. And, says 
Eduardo Sojo, Mr Fox’s economic-policy 
co-ordinator, it will work harder than ever 
to get the tax reform passed. But whether it 
will do that by leaning on the opposition 
harder, or by giving it even more conces- 
sions, is not clear. @ 
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Canadian politics 


Quebec thinks 
continentally 


MONTREAL 
Support for secession cools 


HEN Bernard Landry became pre- 

mier of Quebec last winter, he prom- 
ised to make secession from Canada his 
governmentť’s priority. Lucien Bouchard, 
his popular predecessor as leader of the 
Parti Québécois (PQ), had displayed only 
fickle dedication to the cause. Mr Landry, 
unable to match Mr Bouchard for cha- 
risma, vowed to be at least more constant. 

This week, however, the premier has 
admitted that secession is again on the 
back burner, displaced by everyday con- 
cerns, such as a foundering economy. 
What has changed? In by-elections on Oc- 
tober ist, the voters gave Mr Landry a slap 
in the face. He had hoped for “a perfect 
score”, since all four seats at stake were in 
French-speaking, largely rural areas of the 
province. They were PQ strongholds, rou- 
tinely won by double-digit margins. So it 
was all the more surprising that the oppo- 
sition Liberals won two of the seats with 
solid majorities, while a third went to a re- 
count. The pg held the fourth seat. 

By-elections in parliamentary democ- 
racies are a traditional means for voters to 
express dissatisfaction with the govern- 
ment without ejecting it. The PQ lost 26 
consecutive by-elections while remaining 
in office between 1976 and 1985. And now, 
as then, the voters have plenty of local 
grievances, ranging from the forced merg- 
ing of municipalities and a badly adminis- 
tered provincial day-care scheme to 
chronic health-care woes. 

Mr Landry said that the by-election re- 
sults alone would not cause his govern- 
ment to drop its commitment to “sover- 
eignty” (secession). But he admitted that 
there were forces undermining the cause. 
It is only a slight exaggeration to say that 
the Quebec separatist movement was 
among the political victims of last month’s 
terrorist attacks in the United States. Sup- 
port for secession usually floats between 
40% and 45%, rising and falling with the 
economy as well as the state of Quebec's 
relations with the rest of Canada. And 
since September 11th, the economic news 
has all been bad. In the week preceding the 
elections, Montreal firms announced 
15,000 lay-offs. Many of these were in the 
aircraft industry, one of the pillars of the 
province’s economy. 

But the impact of the attacks on the col- 
lective psyche may have greater repercus- 
sions for the sovereignty movement than 
the economic fall-out. Continentalism, the 
term Canadians use for closer relations 


S 
Paar Y 


with the United States, is enjoying some- 
thing of a renaissance thoughout the coun- 
try, in the form of calls for “a perimeter 
wall” around North America and joint im- 
migration, customs and defence policies. 
That runs counter to the emotional im- 
pulse for secession. Less tangibly, the at- 
tacks may have made voters cling to the fa- 
miliar from fear of the unknown. 

Whatever the reason, the by-elections 
have upset Mr Landry's plans. He was ex- 
pected to hold a provincial election this 
year, as a prelude to another referendum 
on secession. Now he is likely to hang on 
until the end of his term, in late 2003. 

For Jean Charest, the Liberal leader, the 
wait will be frustrating. When he left the 
federal Conservatives in 1998 to jump into 
provincial politics, he expected to become 
premier quickly. Yet in the election that 
year, the Liberals won more votes than the 
PQ but fewer seats in the legislature. 

Since then, Mr Charest has laboured to 
gain support among French-speakers in ru- 
ral areas. The by-elections were the first 
sign of his success. The victories were es- 
pecially sweet for Mr Charest because the 
government had showered the electorate 
with promises of spending. His patience 
may yet pay off. m 


Politics in Trinidad 


Gas and graft 


PORT OF SPAIN 
The government has imploded 


UTSIDE Freeport Presbyterian School, 

as a full moon lit Trinidad’s sugar belt, 
Basdeo Panday, the prime minister, was 
rousing his supporters on the evening of 
October 2nd. “This country is more united 
than it has ever been,” he told them. But 
not far away, at a rival rally on the same 
night, three of Mr Panday’s ministers were 
denouncing what they claimed was his 
government'’s corruption. 

One of the dissidents, Ramesh Maha- 
raj, had been sacked as attorney-general 
by Mr Panday on October 1st; the other 
two resigned in protest. The row means 
that Trinidad and Tobago, an important oil 
and gas producer with 1.3m people, has 
been plunged into political uncertainty. 

The dissidents are in a strong position. 
Having won a narrow victory in a general 
election last December, Mr Panday now 
has only 16 firm supporters among the par- 
liament’s 36 members. Mr Maharaj is the 
deputy leader of the ruling United Na- 
tional Congress (UNC), and his supporters 
control the party’s executive. 

What now? Mr Panday could struggle 
on, with a minority. But the opposition is 








Panday’s days look numbered 


trying to link up with the unc dissidents 
to form a new government. To prevent 
that, Mr Panday may want to dissolve par- 
liament and call a fresh election. But the 
opposition insists that a new electoral reg- 
ister should be drawn up first, since the ex- 
isting one is riddled with errors. 

Arthur Robinson, Trinidad’s president 
and no fan of Mr Panday’s, may try to sty- 
mie any dissolution. Even if an election 
were called, the opposition might mount a 
challenge in the courts. That would mean 
prolonged deadlock. The courts are still 
chewing over claims of irregularities from 
December's bad-tempered election. The 
opposition claims that two government 
MPs were illegally nominated. 

Critics accuse the government of a host 
of irregularities, including undervaluing a 
share in the state rum company which was 
to be sold to a local conglomerate. Last 
month, Mr Maharaj sent files on alleged 
malpractice at three state enterprises and 
an insurance company to the director of 
public prosecutions. But Mr Panday denies 
any wrongdoing; he says the dissidents’ 
“constant bickering” is holding the coun- 
try back. 

Trinidad is enjoying a natural-gas 
boom, with $4 billion invested over the 
past four years. Energy companies, accus- 
tomed to far rougher places, may not be 
too worried by the political wrangling. 
Rather, the country’s challenge is to use its 
gas wealth wisely. Though it provides few 
direct jobs, the energy industry enriches 
the state. Yet in health and education Trini- 
dad struggles to meet standards reached a 
generation ago by neighbouring Barbados. 
For years, demands for the investigation of 
corruption have been ignored. 

There are now worrying hints of more 
serious trouble. Mr Maharaj says his life 
has been threatened. On October ist, Mr 
Panday’s supporters gathered in an angry 
crowd outside the UNc’s headquarters, 
just before a national executive meeting. 
Perhaps wisely, Mr Maharaj stayed away. 
“He didn’t want to be lynched by this 
crowd,” said John Humphrey, the plan- 
ning minister. A quip too far, perhaps. m 
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Coming out of the cold 


KHARTOUM 


Sudan is co-operating with America in the war on terrorism, but its other problems 


remain unresolved 


ANY AIR of unreality surrounded the 
opening of Sudan’s National Assem- 
bly on October ist. Last month, according 
to an agency report, the government had 
arrested about 30 people suspected of be- 
ing Osama bin Laden associates. Although 
President Omar Bashir did not confirm 
this report, and his ministers denied it, a 
five-year United Nations travel ban was 
lifted on September 28th, apparently in re- 
ward. Signs, most of them still wobbly, 
suggest that Sudan could be completing its 
slow emergence from its dark corner of ex- 
tremism and isolation. 

Indeed, the government started co-op- 
erating with America over terrorism more 
than a year ago. At first, it denied any 
knowledge of the myriad Islamist groups 
based in the country in the first half of the 
1990s. Mr bin Laden, one beneficiary of 
Sudan’s open-door policy towards brother 
Muslims, was engaged only in construc- 
tion, it insisted. Then the government, 
which remains on America’s list of terro- 
rist sponsors, began to comply. By the time 
of the September 11th attacks on America, 
more files were changing hands than the 
CIA could readily process. 

With half a dozen security services rep- 
resented in the cabinet, respect for human 
rights does not yet figure in a changing Su- 
dan. The flogging of Christian protesters 


last Easter, after a tear-gas attack on Khar- 
toum cathedral, suggests, at the least, that 
the government still has to work on its 
public relations. But churches are no lon- 
ger being bulldozed with impunity; oppo- 
sition politicians have returned from exile; 
and reports critical of the government are 
starting to make it past the press censors. 
Draconian detention laws were intro- 
duced early this year, but they have not 
generally been exercised. 

They have, however, proved useful in 
detaining Hassan Turabi, the Islamic re- 
gime’s former mastermind. In his address 
to parliament, Mr Bashir announced the 
release of a group of political prisoners, 
but it rapidly became apparent that Mr Tu- 
rabi would not be among them. Mr Turabi, 
who was parliamentary speaker, was ma- 
noeuvred out of government last year, and 
then detained under house arrest in Febru- 
ary, after signing an agreement with the re- 
bel Sudanese People’s Liberation Army 
(SPLA), based in the south. 

Sooner or later, Mr Bashir must either 
put him on trial or release him. But there 
are problems. If tried, Mr Turabi could be 
tempted to spill the beans on past go- 


ings-on, including, perhaps, official in- 


volvement in the attempted assassination 
of Hosni Mubarak, Egypts president, 
which brought on the UN's sanctions. On 
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the other hand, if he were free, he could 
mobilise hardline support against the gov- 
ernment. He might even use Khartoum’s 
mosques as a rallying-point for Mr bin 
Laden, in whom the faithful have so far 
shown astriking lack of interest. 

Most Sudanese are far more concerned 
with ending their own devastating north- 
south civil war, now in its 19th year. The 
government is theoretically offering the 
south the right to secede, a right enshrined 
in the country’s three-year-old constitu- 
tion, but in fact is fighting to prevent it do- 
ing so. The sPLA, for its part, is ostensibly 
fighting for a free, united Sudan, but it 
would doubtless vote for secession if 
given the chance. Under a regional peace 
initiative, two meetings between govern- 
ment and rebels were scheduled in Nai- 
robiin September. The sPLA failed to show 
up on the 4th; the government on the 24th. 

Before any new peace initiative, Mr Ba- 
shir will have to get Ali Osman Mohamed 
Taha on side. Mr Taha, the first deputy 
prime minister, was partly responsible for 
ousting Mr Turabi, his erstwhile mentor, 
and has succeeded him as chief ideologue. 
He favours a Libyan-Egyptian peace plan, 
which overrides the south’s right to se- 
cede, without putting the Islamic state, the 
focal point for the mainly Christian 
south’s discontent, up for negotiation. 

The rebels control, and try to adminis- 
ter, 80% of the south. The government is 
slowly persuading its neighbours to stop 
supporting them, and has new oil riches to 
help it equip its army. But it is still taking a 
beating. Part of the problem is that the Isla- 
misation of the army, instead of providing 
divine inspiration as Mr Turabi intended, 
has overburdened it with useless officers. 


Its miserable conscripts struggle to believe » 





> in the holy war, which Mr Turabi decreed 
and then revoked, when they find the en- 
tire southern population against them. 

The spa fears that the government is 
biding its time until its oil money-it 
earned over $1 billion last year, the first full 
year of production—makes it a more for- 
midable fighting force. The rebels have 
therefore dispatched their artillery—all of 
it captured from government units—to the 
oil wells in the centre of the country. 

Though the government talks of peace, 
it is making no real efforts to negotiate 
with the southerners, or to spend oil reve- 
nues on the sort of development that 
might persuade them to stay within Su- 
dan. This is what President George Bush’s 
special envoy, Jack Danforth, a former sen- 
ator who was appointed on September 
6th, will argue when he makes his inaugu- 
ral visit in November. Sudan’s prospects of 
shaking off America’s own trade sanc- 
tions, far more serious than the UN’s ones, 
will partly depend on its response. m 


Egypt and America 


Sulkily in line 


CAIRO 


Egypt will support the American-led 
coalition, but not happily 


HEN Iraq invaded Kuwait in 1990, 

Egypt gave prompt and full support 
to an American-led alliance, decisively tip- 
ping the Arab world against Saddam Hus- 
sein. Now, asked again to back American 
aims, the answer is hesitant, tempered 
both by deepened suspicion of America 
and mounting frustration at home. 

In all likelihood Egypt will again come 
through for its ally. Hosni Mubarak’s gov- 
ernment is not about to let down a super- 
power that provides $2 billion a year in 
military and economic aid. The govern- 
ments of the two countries have strong 
mutual interests, not least the desire to 
crush the terrorist groups that have 
bruised both of them. Co-operation in de- 
fence and intelligence is discreet but broad. 
Their two-yearly Bright Star war games, 
due to go ahead next week in Egypt's West- 
ern Desert, are the largest joint training ex- 
ercise in the world. 

But this week saw a different kind of 
manoeuvre in several Egyptian universi- 
ties. While hundreds of student demon- 
strators shouted anti-American slogans in- 
side their campuses, riot troops lined up 
outside. There were few direct clashes. Yet 
the protests did reflect Egyptians’ intense 
anxiety at being implicated in an Ameri- 
can-led assault on fellow-Muslims. 

The anxiety embraces Egyptians across 
the political spectrum. The worry has one 
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basic cause. If only America would make 
Israel withdraw from the occupied territo- 
ries, declared the suave presenter of 
Cairo’s most-watched television talk 
show, then he personally would join the 
marines to fight in Afghanistan. This 
week's belated move by the Bush adminis- 
tration to encourage Palestinian-Israeli 
peace talks will take some of the edge off 
the passion. But the accumulation of bit- 
terness suggests that a lot more persuasion 
is still needed to bring the public round. 

The bitterness, and the common denial 
that Arabs could be responsible for the 
September 11th attacks, come partly from 
Egypt's identity problems. The strain of 
the government's epic balancing act—its 
three-decade-long failure to choose be- 
tween Arabism and globalism, secularism 
and Islamism, capitalism and socialism— 
has been exacerbated by its poor econ- 
omic and political performance. 

Given rising unemployment, growing 
labour unrest and the desperation of the 
business class, the government has re- 
sorted to two things it does well: heavy- 
handed policing and fancy-footed di- 
plomacy. With recent crackdowns on 
everything from homosexuals to groups 
supporting the intifada, Egypt’s Ministry 
of the Interior has signalled that itis notin 
the mood to tolerate dissent. 

The diplomacy has been subtler. Mr 
Mubarak’s sagging popularity soared 
when he brushed off America’s first over- 
tures to join an anti-terror coalition. In dis- 
engaging from that first demurral, Mr Mub- 
arak has steered a skilful course, inching 
closer to America even as he sought wider 
Arab and Islamic cover. A rare visit to 
Cairo by the foreign minister of Iran, Ka- 
mal Kharazi, has hinted at a healing of rifts 
between these two regional heavy- 
weights. And an emergency meeting of 
Muslim foreign ministers next week is 
likely to provide an Islamic gloss to doing 
America’s bidding. m 


Israel and the Palestinians 
Smashing the 
ceasefire 


JERUSALEM 
The bloody events of the past week 
leave little hope of the truce surviving 


Ha~ gunmen may have put paid to 
the frail, much-broken ceasefire urged 
on the Israelis and Palestinians by the 
Americans, and agreed on by Yasser Arafat 
and Shimon Peres when they met on Sep- 
tember 26th. During the night of October 
2nd, Hamas guerrillas broke into Alei Si- 
nai, a tiny Jewish settlement on the Gaza 
strip’s northern border with Israel, and 
killed two young Israelis. After a siege that 








Hamas, unrepentant 


lasted six hours, the Israeli army shot the 
two infiltrators dead. 

At a late-night meeting, convened as 
the battle continued, Israel's security cabi- 
net gave the army a “free hand” to defend 
its citizens. It also announced it was 
putting on hold any relaxation of the 
blockades imposed on the occupied terri- 
tories. On October 3rd, army bulldozers 
and tanks razed Palestinian farmland 
round Alei Sinai. Six Palestinians were 
killed as police positions in Gaza city were 
shelled, and a strip of Palestinian Author- 
ity territory was captured and held. 

Ariel Sharon held Mr Arafat responsi- 
ble for the attack. A worried Mr Arafat de- 
nounced the raid as an “aggression” 
against his ceasefire orders, and vowed to 
punish the perpetrators. But most Palestin- 
ians Saw it as an inevitable coda to a cease- 
fire that had already left 19 of their people 
dead. Less than a day after the Arafat-Peres 
meeting, Israeli tanks and bulldozers en- 
tered Rafah on the southern tip of Gaza 
and destroyed six houses. Four Palestin- 
ians were killed. The army said it had lev- 
elled the buildings because they were be- 
ing used by gunmen to fire on its bases. The 
Palestinians said the incursion was to give 
soldiers a freer hand to deal with the inti- 
fada anniversary demonstrations planned 
for September 28th. 

As Palestinians marched and demon- 
strated in support of their revolt, Israeli sol- 
diers shot at them in Gaza, Hebron and 
Bethlehem. Two Palestinians, driving in 
taxis in the West Bank, were killed after re- 
moving roadblocks on their way to work. 
The army said they had been mistaken for 
guerrillas. It says it has to act to defend its 
people against mortars in Gaza, ambushes 
in the West Bank and bombs in Israel—one 
ripped apart a car in West Jerusalem on 


October ist—because Mr Arafat refuses to p» 
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> act against groups such as Islamic Jihad, 
which claimed the bombing, and Hamas. 
The turmoil in the occupied territories 
is partly because Mr Arafat, for much of 
the past year, has let the intifada drift, as- 
suming whatever violent forms it might. 
His “policy” was never publicly stated, but 
its clear message was that he would no 
longer act as Israel’s protector unless Israel 
honoured agreements it had signed, and 
ended the repression of his people. One 
consequence of this stance was that the 
more Mr Arafat relinquished control, the 
more his authority diminished and the 
more power devolved to the militias, 
many of whose fighters are or were offi- 
cers in the Palestinian Authority’s forces. 
Now that Mr Arafat wants to enforce a 
ceasefire in exchange for America’s new 
engagement, he can no longer do so. The 
genie of the Palestinian “revolution” has 
escaped its vessel. Insubordination is seen 
in the defiance of Mr Arafat's decrees—the 


Jerusalem bomb and the assault on the 
Gaza settlement—and also in more direct 
ways. During the Israeli army’s incursion 
into Rafah, Palestinians attacked three po- 
lice stations in the town. They had heard 
rumours that Mr Arafat was about to send 
400 of his officers to quell the fighting. 

Faced with such dissent, the Palestinian 
leader can do one of two things, both with 
bad results for him. He can go after Hamas, 
Islamic Jihad and dissidents from his Fatah 
movement, and thus risk a confrontation 
not only with them, but also with large 
sections of Palestinian public opinion. Or 
he can again abdicate responsibility, 
aware that many members of the Israeli 
government and army would see this as 
an invitation to destroy his authority once 
and for all. The only way out of this im- 
passe, many Palestinians believe, is for 
outsiders, above all the Americans, to in- 
tervene, saving both Israelis and Palestin- 
ians from themselves. m 





Rwanda’s genocide 


Search for speed and reconciliation 


KIGALI 


Rwanda resorts to a traditional system to try those accused of genocide 


OPLE from all walks of life, from uni- 

versity professors to illiterate peasants, 
were this week choosing the 260,000 citi- 
zens who will preside as judges over the 
trials of Rwandans accused of taking part 
in the 1994 genocide. One of the geno- 
cide’s grim legacies is a prison population 
of some 115,000 suspects, most of whom 
have been detained in foul conditions 
since 1994. Another was the almost com- 
plete extermination of Rwanda’s judi- 
ciary, most of whom were Tutsi, the main 
victims of the genocide. To speed things 
up, the Rwandan government has already 
held some mass trials. But even more radi- 
cal measures are needed if suspects are not 
to die in jail before their cases are heard. 

Thus it is turning to gacaca. Gacaca 
means “justice on the grass”, the grass be- 
ing the place where locals used tradition- 
ally to get together to solve problems be- 
tween families. The judges were the heads 
of the households concerned. As the sys- 
tem developed, the judges, often local el- 
ders, settled disputes between people liv- 
ing on a particular hillside—which is the 
basic social unit in Rwanda. 

As the selection process began on Octo- 
ber 4th, there were no candidates as such, 
but villagers pointed out individuals of 
high moral standing in their group. If no 
one disagrees with their choice, the man, 
or sometimes woman, becomes a judge. 
Disputed cases will be submitted to an 


election. The new judges will be given sev- 
eral months’ training and the gacaca courts 
are expected to start working in the second 
half of next year. Suspects will be brought 
before the villages where they are said to 
have committed their crimes; local people 
will give their evidence; and the judges, in 
panels of 19, will deliver their verdicts and, 
within certain limits, their sentences. 

The government hopes that introduc- 





ing this traditional form of trial will not 
only speed up justice but also promote na- 
tional reconciliation. It places great em- 
phasis on the importance of confession. 
Suspects who confess freely before a given 
date will receive commuted sentences. 
Those accused of organising the genocide 
or of showing particular zeal or sadism 
during the slaughter, known as Category-1 
suspects, will not be eligible for trial in ga- 
caca courts. They will be handled by the 
usual courts, staffed by legal professionals. 

In terms of cost and legal expertise, the 
gacaca tribunals are the antithesis of the 
UN’s International Tribunal for Rwanda. 
They will also, the government hopes, be 
much more efficient. The tribunal, based 
in the Tanzanian town of Arusha, has pro- 
ceeded painfully slowly. In the seven years 
since its creation, it has condemned only 
eight people for their role in organising the 
slaughter. A ninth suspect was acquitted, 
in circumstances that provoked a public 
outcry in Rwanda. The tribunal has also 
been dogged by scandals, including the 
discovery that genocide suspects them- 
selves were on the tribunal’s payroll as de- 
fence-team investigators. 

One trained judge, who survived the 
genocide but lost 150 relations, including 
his wife and infant daughter, says that his 
only reservation about the gacaca system 
is that he sees no guarantee that people in- 
volved in the genocide will not be selected 
as judges. The principle of obeying author- 
ity is ingrained among Rwandans, and is 
one of the reasons why villagers blindly 
followed instructions to butcher their 
neighbours and even spouses. Human- 
rights groups point to the risk of villagers 
being bribed or threatened to give false ev- 
idence. But most Rwandans seem to think 
that even if gacaca has its imperfections, it 
is the only possible solution to their coun- 
try’s fundamental problem. = 


House-building, as prisoners wait, and wait, for their trial 
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Bad luck and clumsy driving—on a 


rocky road 


ROME 


Silvio Berlusconi's first three months in office have been by no means happy 


TALY’s prime minister has had a bumpy 

start. In July, only weeks after Silvio Ber- 
lusconi’s government took office, rioters in 
Genoa ruined the G8 summit, the first big 
international meeting under his aegis. The 
police overreacted and a row over who 
was responsible still festers. The world’s 
economic slowdown has not helped Mr 
Berlusconi either. Citing that, and the size 
of the public deficit left behind by the out- 
going centre-left government (the subject 
of another row), he has revised or dropped 
several of his more ambitious plans for 
pepping up Italy’s economy. The events of 
September 11th will make matters worse. 
His anti-Muslim remarks made other 
western leaders squirm as they tried to 
build a coalition against terror. Lastly, nag- 
ging questions about his own probity and 
his conflicts of interest are still dogging 
him. Yet many Italians remain uncon- 
cerned, and the prime minister remains 
popular. 

At first the government looked deter- 
mined to keep the bold promises it had 
made before the election, and ministers 
have indeed floated plans to tackle educa- 
tion, the health service and illegal immi- 
gration. But the slowing economy has 
made Mr Berlusconi nervous, and he has 
put off other heralded reforms—of taxes, 
labour law and procedures for awarding 
public contracts for big infrastructure pro- 
jects, to name a few. He has yet to present 
reforms of Italy’s unaffordable pensions 
system. Next year’s budget, approved by 


parliament last week, is predicated on a re- 
vision of the growth forecast for next year 
from 3.1% down to 2.3% and a widening of 
the public deficit to 1.1%, but even those fig- 
ures may prove too hopeful. Vaunted cuts 
in income tax have had to be put off too. 

Still, Mr Berlusconi has been quick to 
give various Italians a boost. He has in- 
creased child benefits. He has raised the 
salaries of teachers, policemen and sol- 
diers. He has put the minimum public pen- 
sion, helping about 2m people, up to at 
least ım lire ($475) a month. (“I know the 
trade unions are disappointed,” said Giu- 
lio Tremonti, the new finance minister, sar- 
castically.) Companies in the poor south 
will get tax breaks, so long as the EU does 
not object, for hiring young people. 

A further devolution of power to the re- 
gions will go ahead, if Italians vote in fa- 
vour in a referendum this weekend. This 
would endorse the previous government's 
plan to make Italy’s 20 regions responsible 
for everything, including raising taxes, not 
actually specified as a matter for the cen- 
tral government in Rome. This referen- 
dum’s result, unlike most previous ones, 
will have the force of law, no matter how 
few voters turn out. The opposition on the 
left is urging people to say yes. The ruling 
coalition is at odds. The once-separatist 
Northern League says the plan is too weak. 
The traditionally more centralising post- 
fascists of the National Alliance say itis too 
strong. Mr Berlusconi’s own Forza Italia is 
ambiguous. Voters will probably say yes. 
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But it is the prime minister’s own pro- 
blems that have bothered him most. 
Broadly speaking, they are twofold. First, 
he still faces charges of criminal wrong- 
doing, including bribery and tax fiddles, in 
at least five sets of proceedings. Second, he 
is still seeking, as he has long promised, to 
resolve his conflict-of-interest problems. 
Not only is he Italy’s richest man, with 
holdings in all sorts of industries, but his 
companies and his ruling coalition may 
soon be able to control nearly all Italian 
television. Neither on the probity question 
nor on the conflict of interest has he man- 
aged to quash the doubts, even among 
some of his own supporters. 

The worst unease concerns a bill to rat- 
ify an accord on judicial co-operation be- 
tween Italy and Switzerland. Changes 
made to the bill since Mr Berlusconi took 
office would, if enacted, get him off several 
of the charges he faces. After a noisy row in 
parliament, it was eventually passed this 
week, though President Carlo Azeglio 
Ciampistill has to sign it into law. Another 
new bill, still to be presented, would in 
many cases decriminalise false account- 
ing, a charge previously levelled against 
some of the prime minister’s companies. 

On the conflicts-of-interest question, 
Mr Berlusconi’s government has proposed 
to set up an “authority” (using the English 
word) of “three wise men” appointed by 
the speakers of the two chambers of par- 
liament, both of whom happen to be 
members of Mr Berlusconi’s own co- 
alition. This body would monitor all se- 
nior public figures, from the prime minis- 
ter down to big-city mayors, and make 
representations to parliament or to the 
courts if it thought a conflict of interest had 
arisen. But they would not have the power 
to block decisions or legislation if they 
reckoned something were amiss. The left, 
which failed to pass a bill on the same is- 
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> up in arms. Francesco Rutelli, its leader, 
calls the latest proposal “a joke”, though it 
is unclear what he would propose instead. 
Since the attacks in America, Italians 
have rallied to the government they have. 
Mr Berlusconi’s most controversial con- 
tribution to the “war against terrorism” 
has been rhetorical. Speaking in Berlin on 
September 26th, he declared western civi- 
lisation “superior” to that of the Muslim 
world “stuck in the middle ages”. Politi- 
cians across Europe recoiled at the re- 
marks; Mr Berlusconi later blamed the 
“left-wing media” for misquoting him. Ital- 
ians on the left jeered at his apparent inep- 
titude. Many other Italians—and others 
too—privately chuckled in agreement. But 
the incident reinforced the impression that 
Italy's new prime minister is not as skilful 
as he and his friends would have liked. = 


Russia’s new foreign policy 
Suddenly cosier 
with the West 


MOSCOW 
Russia’s relations with the West are 
blossoming. Will that last? 


AN this really be the same Vladimir 

Putin that the West used to treat so gin- 
gerly? In the past three weeks Russia's pres- 
ident has launched what on the surface 
looks like a transformation of his country’s 
foreign policy, placing it firmly with the 
western coalition against global terrorism. 
Limp handshakes have given way to warm 
embraces. But will the new mood last? 

Last week Mr Putin pulled off a hugely 
successful coup in Germany, where he 
wowed parliament with a speech de- 
livered in fluent German and dotted with 
erudite references to Kant and Schiller. 
Russia, he said, was rooted in European 
values. This week he whizzed into Brussels 
for friendly chats with top officials in the 
European Union and NATO. Western lead- 
ers heaped praise on him. 

In a particularly striking shift in longer- 
term thinking, Russia now says it wants 
close ties with—perhaps even member- 
ship of—both organisations. In the past, 
most top Russians have barely understood 
the EU; NATO they often viewed as a hos- 
tile legacy of the cold war. In future, top 
Russians will meet their European security 
counterparts every month. This week Mr 
Putin sounded almost sanguine about the 
prospect of NATO’s expansion. 

So what does this amount to in prac- 
tice? Amnesia, for one thing. Now that the 
anti-Taliban forces in Afghanistan (see 
page 17) are seen as crucial western allies 
rather than lawless heroin smugglers, Rus- 
sia’s recent admission of military support 
for them—in breach of an arms embargo 


that the Kremlin approved in July 1999- 
passes without criticism. And Russia’s past 
talk of a “multi-polar world” (ie, one not 
led by America) and “strategic partner- 
ship” with China is all but forgotten. 
Amnesia washes both ways. For their 
part, Russian officials politely forget some 
Americans’ dismissive talk of a “world 
without Russia” and of their country as a 
“failed state”. Russia’s scalded reaction to 
an American newspaper report of ties be- 
tween Russian organised crime and 
Osama bin Laden shows how badly Rus- 
sia now wants to shed its image of a bank- 
rupt, untrustworthy, crime-infested mess. 
Russian deeds are making the new im- 
age a little more credible. On the immedi- 
ate question of terrorism, Mr Putin offers 
measured but solid support—and has, for 
example, deplored Saudi Arabia's reluc- 
tance to help America. Despite squawks 
from the generals, Russia is not objecting to 
America and its allies using airspace over 
bits of the former Soviet Union. Russia is 
also delivering more weapons, as well as 
food and clothing, to people in northern 
Afghanistan. And it says it is giving Amer- 
ica intelligence about Mr bin Laden. 
Russia may also be improving relations 
elsewhere. Talks about talks have started 
with the leaders of the breakaway republic 
of Chechnya, despite the expiry last week 
of Russia’s 72-hour ultimatum for a peace- 
ful capitulation. The Russians still bluster 
that these contacts are nothing more than 
a discussion of surrender terms, but all the 
signs are that Mr Putin is reining in his war- 
mongers. In any event, the West has al- 
ready begun softening its criticism of his 
handling of the Chechens. 
In return, after making threats against 
Georgia before the events of September 
11th for allegedly harbouring Chechen re- 
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bels, Russia has not bombed or invaded 
the Pankisi gorge, an ethnically Chechen 
bit of northern Georgia. And Georgia is 
handing over 13 people detained on its 
northern border who Russia claims are 
Chechen fighters. 

The big questions now are how deep 
the change is, how long it will last, and 
what the Kremlin wants in return. Russia is 
good at signing up for grand schemes, 
much less so at making them happen. For 
instance, a big deal with Germany on in- 
vestment projects worth DM8.5 billion ($4 
billion) that was meantto be signed during 
Mr Putin’s visit has been quietly post- 
poned. “The willingness on the Russian 
side isn’t there yet,” says an involved Ger- 
man. “As soon as they see that a project is 
profitable, they start thinking that the for- 
eign party is not needed.” 

Russia is also pushing ahead with plans 
that in normal times the West would find 
alarming. While Mr Putin was in Brussels, 
his hawkish defence minister, Sergei 
Ivanov, was holding talks with his Iranian 
counterpart, Ali Shamkhani, about a 
weapons deal worth $300m that includes 
anti-aircraft missiles that worry Israel. 

Even Russia’s professions of support 
could yet shift back again. Mr Putin may 
think that he can play Europe off against 
America. The main pro-Kremlin party in 
his parliament thinks that talk of Russia 
joining NATO is premature. For his part, 
Mr Ivanov’s view of military co-operation 
with America is extremely sceptical, in 
contrast to Mr Putin's enthusiasm. 

With opinion polls suggesting that 
three-quarters of Russians still admire Mr 
Putin’s leadership, he can afford to run 
ahead of his public on foreign policy. But 
he will want a reward. Despite his mild re- 
marks this week about NATO’s planned 
expansion to embrace the Baltic states, he 
recently insisted that only an “inflamed 
imagination” could see Russia as a threat 
in the region. So far America is saying, ca- 
gily, that the current upheavals will not af- 
fect the alliance’s expansion. 

A more immediate pay-off, though, has 
come in trade negotiations with the West. 
The American trade representative, Robert 
Zoellick, said during a visit to Moscow this 
week that Russia might be able to join the 
World Trade Organisation, the body that 
supervises international business, by the 
end of next year. That would mark a huge 
advance for Russia. Talks had been bogged 
down by Russia’s inability to persuade its 
trading partners that it could create a busi- 
ness regime that is fair to foreigners. 

Whatever the mix of opportunism and 
sincerity in Mr Putin’s charm offensive, the 
main test is results, in security and econ- 
omic reform alike. They are some way off. 
But after years of muddle and obstructive 
bloody-mindedness, the friendly and sen- 
sible words now coming from the Kremlin 
are atleast a start. W 





Turkey’ E as 
Great ideas, 
on paper 


ANKARA 
The constitution is being improved. But 
doubts remain 


ANY Turks have long thought of their 

parliament as a bunch of buffoons 
interested mainly in making money, not 
laws. That may change, as the 550-mem- 
ber chamber keeps up a marathon session 
to pass a set of reforms that are intended to 
clean the face of Turkey’s constitution and 
reinforce the country’s still rather wobbly 
democracy. 

Over the past two weeks, members of 
the six parties represented in the parlia- 
ment—from ferocious nationalists to mod- 
erate Islamists, from leftists to conserva- 
tives—have joined forces to approve 34 out 
of the 37 constitutional amendments de- 
signed to steer Turkey closer to its cher- 
ished goal of joining the European Union. 
Each amendment needs 60% of MPs to 
back it in two separate rounds of voting; in 
a third round, two-thirds of them must en- 
dorse the entire package. 

All the first-round changes won ap- 
proval, except one saying that in a clash be- 
tween Turkey's national laws and interna- 
tional ones the international ones would 
prevail. This week the changes were due to 
win approval in a second vote. They range 
from loosening curbs on the Kurdish lan- 
guage to reducing the maximum time that 
suspects can be held without charge from 
seven days to four. 

Official authorisation will no longer be 
required for people wishing to stage public 
rallies, but will now be mandatory for the 
police before they raid Turks’ homes or tap 
their telephones, as they often do. Men, 
until now regarded in law as “masters of 
the household”, will in future have no 
higher status than women. 

Another change will bolster freedom 
of speech. Turkey's top Islamist politician, 
Recep Tayyip Erdogan, had hoped to bene- 
fit, since the Constitutional Court said it 
would wait for the new rules to come into 
force before deciding whether to bar him 
for life from politics, because of a previous 
conviction on a charge of inciting a reli- 
gious uprising by reciting a poem. But an 
amendment to let people with previous 
convictions stand for parliament failed. 

More hopefully, the power of the Na- 
tional Security Council, the body in which 
Turkey’s generals can tell its political lead- 
ers what to do, will (at least on paper) be 
curbed if not altogether removed; in future 
it will have more civilians than soldiers. 
But almost all the amendments carry the 
caveat that they must not undermine the 
constitution’s secular tenets or national se- 
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curity or public order—large loopholes, 
doubtless insisted on by the generals. 

Nor are they the only ones with doubts. 
The justice minister, Hikmet Sami Turk, 
has promised to reform the penal code, un- 
der which hundreds of politicians, aca- 
demics and journalists have been locked 
up—and which is still in force. Yet a promi- 
nent journalist, Burak Bekdil, who now 
risks up to six years in jail for “insulting the 
state” in an article deploring corrupt 
judges, claims that the minister is among 
those pressing for him to be punished. 

Moreover, though the death penalty is 
to be abolished for ordinary crimes, it will 
stay in place for those committed in the 


Guns in Switzerland 
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course of terrorism or in a war—a restric- 
tion tailored to ensure it applies in the case 
of the Kurdish leader, Abdullah Ocalan, 
who was captured in 1999 and sentenced 
to death. Education in the Kurdish lan- 
guage, one of his demands in exchange for 
his movement’s now two-year-old cease- 
fire, will still be banned. 

Even as parliament voted for change, 
prosecutors in the southern province of 
Adana were seeking up to five years in jail 
for 17 members of the pro-Kurdish People’s 
Democracy Party who had been accused 
of “promoting separatism"”—by organising 
a football match in which one team wore 
the colours of the banned Kurdish flag. m 


For defence, for sport and...? 


GENEVA 


Amass killing has raised questions about Switzerland’s easy way with guns 





| fe MAY not seem to go with cows, Al- 
pine villages, ski-lifts and a devotion to 
peace. But you can see it any week at 
Swiss railway stations: uniformed men 
kissing their loved ones goodbye as they 
leave for military service, rifles at their 
side. Until the age of 42, every Swiss 
male is a reservist, liable to be called for 
his annual turn of duty. So 520,000 of 
them have a weapon at home, typically 
a Sturmgewehr-90 assault rifle, with five 
sealed magazines of ammunition. Ex- 
reservists can a buy a weapon for priv- 
ate use. The system is not going to stop. 
But 57-year-old Friedrich Leibacher has 
raised second thoughts about Switzer- 
land’s relaxed approach to guns: last 
week he burst into the cantonal parlia- 
ment in Zug and shot dead 14 people, 
wounding as many more. 

It was the first time for more than 100 
years that any Swiss politician had been 
murdered, and the largest mass murder 
that Switzerland can remember. Lei- 
bacher, an unstable man who then 
killed himself, in fact had never done 
military service. He probably bought the 
murder weapon, which gun shops sell in 
semi-automatic form for 3,000 Swiss 


francs ($1,850). Perhaps for that reason, 
after the first shock, there was little talk 
of changing the rules for army weapons. 
After all, Switzerland has proportion- 
ately fewer murders than neighbouring 
France and Germany. But the rules 
about buying guns may change. 

These vary from canton to canton. 
Broadly, they allow any citizen without 
a criminal record to buy a weapon, after 
an identity check and official approval, 
and keep it—locked up—at home, for use 
in a shooting club or for hunting. People 
can sell guns to each other. 

In a matter-of-fact way, Swiss men 
like having guns as much as Americans 
do. On top of uncounted sporting weap- 
ons, there may be in all 700,000 army- 
type weapons around in this country of 
only 7m people. On many weekends, in 
one residential corner of Geneva, the 
constant snap of shots fired at a rifle 
range on the edge of the city emerges 
above the sound of traffic. Some of the 
marksmen are formally keeping up their 
skills for the army, since shooting clubs 
have close ties with the military authori- 
ties. Others are there for fun. 

Incidents are said to be rare: the de- 
fence ministry estimates that misuse of 
army weapons may occur “four or five” 
times a year. And itis firmly dealt with. 
At least twice in recent years people who 
had started taking pot shots from their 
balcony were simply shot by police 
marksmen. A few people asked ques- 
tions, but any fuss quickly died down. In 
fact, the number of incidents may be 
higher. In some cantons, officials have 
admitted that incidents involving army 
rifles are kept quiet, at times in tacit 
agreement with the local press, so that 
others do not get similar murderous or 
suicidal ideas. 
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George Robertson, NATO’s super-policeman 





Charlemagne George Robertson 








EPENDING on where you stand, the past three weeks have 

seen either NATO’s finest hour or the beginning of a rapid 
slide of the world’s most powerful military alliance into irrele- 
vance. The second possibility may seem odd, considering that 
the United States and its 18 partners, a day after the terrorist on- 
slaught on New York and Washington, formally invoked for the 
very first time Article 5 of the alliance’s founding treaty, which 
pledges to treat an attack on one member as an attack on all. But 
did this mean that all the countries in NATO would march side 
by side into battle against terrorism? Plainly not. 

Indeed, as it recruits new friends and gees up old ones, every- 
where from Tunisia to Tajikistan, the United States has shown 
little interest in making use of NATO, either for its decision- 
taking capacity or for its military structure. Donald Rumsfeld, 
the defence secretary, was too busy to attend a meeting of his 
NATO counterparts on September 26th. His deputy, Paul Wolfo- 
witz, came instead—and upset the Europeans by failing to offer 
the proof they wanted that Osama bin Laden’s al-Qaeda net- 
work was responsible for the attacks. Only on October 2nd did 
the Bush administration, in the person of the State Department's 
anti-terrorism chief, find time to brief the allies on the evidence. 
This in turn cleared the way for America to make some modest 
requests for military assistance from its allies; but it is making a 
much bigger effort to court frontline partners like Saudi Arabia 
and even Uzbekistan. Some Europeans are hurt. As one recent 
headline put it, NATO is “all dressed up with nowhere to go.” 

Not surprisingly, its secretary-general disagrees. Lord Robert- 
son insists that Article 5’s invocation carried huge moral weight. 
It had, he says, an “electrifying effect” in the United States and 
“had led world opinion” in building a coalition against terror. 
Yet his view of NATO's practical role in the crisis as “the princi- 
pal forum for discussion, consultation and thinking” among the 
western democracies is noticeably modest. And he freely admits 
that using the alliance is merely one among many choices open 
to America, which is fully entitled to act alone or to build anew 
coalition of its own outside NATO. 

Where does that leave the holder of NATO’s top civilian job, 
by tradition a European, who is meant to settle transatlantic 
rows and shore up solidarity inside the alliance? Though 
NATO’s most powerful country is concentrating on its new pri- 


ority of tackling terror, the club’s manager is still tied up with 
NATO business as usual: keeping peace in the Balkans, coaxing 
ex-communist states towards the alliance, and being received 
with pomp and ceremony in one dusty capital after another. 

After 18 years of grind as an opposition politician in Britain— 
and one of the few senior Labour figures with an interest in geo- 
politics—Lord Robertson has come a long way since his party 
took office in 1997. As defence secretary, he won American plau- 
dits for his performance over Kosovo and for his proposals to re- 
form Britain's forces. Only after pleading from Washington did 
Tony Blair release this senior lieutenant to take the job in Brus- 
sels that requires so tough a mind and so light a touch. 

The effects of this meteoric rise on a man still close to his 
Scottish roots—he grew up on the island of Islay—can be surreal. 
A few days after September 11th, a Central Asian leader rang up 
for advice on how to join the global alliance against terrorism. 
Since the NATO boss was in a rainy car park in the Scottish town 
of Greenock, without a translator, the chat was brief. 

Many of Lord Robertson’s relations—grandfather, father, son 
and nephew-—have been policemen. During a bantering, get-to- 
know-you session with Russia’s president, Vladimir Putin, the 
NATO boss suggested that he was a family aberration. “Not at 
all,” replied Mr Putin, himself a former KGB man. “You are a su- 
per-policeman.” Mr Putin was in Brussels again this week, see- 
ing the top people at both the EU and NATO, underlining 
Russia’s new-found indispensability, and even sounding less 
twitchy than usual about NATO’s planned expansion. 

Lord Robertson plays down the recently revived idea that 
NATO might admit its old foe as a full member. “We have never’ 
said never,” is as far as he will go. He is also cautious about how 
fast NATO might expand. While pledging to invite, next year, at 
least one of the nine or ten applicants, the existing allies had 
made no promises about the scope or pace of expansion. 


Might Uncle Sam start walking away? 

In any event, sceptics ask, is it realistic to expect that the United 
States, facing a deadly attack on its homeland, will now pay 
much attention to the affairs of tiny countries in the Balkans or 
by the Baltic Sea? Though agreeing that America may have less 
energy to invest in south-eastern Europe, Lord Robertson argues 
that NATO, and in particular its European arm, could become 
more important as a result. In recent weeks he has worked 
round the clock to set up a new NATO force in Macedonia, 
which will be led—significantly—by Germany. In weeks to come, 
he may have to find extra European troops for the Balkans if 
their American comrades are sent elsewhere. So last month’s 
events make European aspirations to a degree of military self- 
sufficiency, under the leadership of the EU, more important 
than ever, insists Lord Robertson. The Euro-defence idea is “built 
on common sense and on the reality that Europe needs to do 
more in order to allow the Americans to take on more of the 
global leadership role.” 

That is an optimistic note to strike, since American patience 
with Europe had, before September 11th, been wearing thin. As 
some Americans see it, Europe wants more independence in de- 
fence, easier access to American technology and the right to sub- 
sidise its own arms industry, while still spending its paltry 
defence budgets unwisely. Lord Robertson may be right to think 
that America, with its energy absorbed elsewhere, would love 
Europe to be more self-reliant—so long as it pays its way. m 








Public finances 


Into the red 


The chancellor’s sums no longer add up. Tax rises are likely in the spring 


ORDON BROWN has been a lucky, as 

well as a prudent, chancellor. The 
economy has thrived. Money has poured 
into the Treasury's coffers. Mr Brown has 
built up a hoard of cash that is now help- 
ing to finance a three-year spending spree 
on the public services. But how will the 
chancellor who has done so well in the fat 
years perform in the lean years? 

Mr Brown’s message to the party con- 
ference in Brighton was one of reassur- 
ance. These were “times of adversity”, he 
acknowledged. However, the govern- 
ment’s three-year spending programme 
was safe and additional resources would 
be found to sustain growth in public ex- 
penditure after 2003. With the “economic 
fundamentals” still strong, there would be 
no lurch back to the big budget deficits of 
the early 1990s. 

The chancellor certainly has some 
grounds for confidence. The public fi- 
nances stand or fall by the health of the 
economy. As the global economic environ- 
ment darkens, no one can be sure whether 
Britain will escape a recession. But with fa- 
vourable prospects for inflation, the Bank 
of England has scope to cut interest rates 
again after this week's quarter-point re- 
duction to 4.5%. The Economist's panel of 
forecasters now expects the economy to 
grow by 1.9% in 2002, sharply down from 
the 2.6% predicted a month ago, but hardly 
a disaster. 

Such a setback to growth would dent 
the public finances in the immediate fu- 


ture but should still leave Mr Brown’s 
reputation for fiscal prudence and his 
three-year spending spree more or less in- 
tact. Any deterioration in the public fi- 
nances is starting from the record surplus 
of £19 billion—2% of Gpr—in the financial 
year that ended in March. Furthermore, Mr 
Brown deliberately assumed a lowish rate 
of economic growth of 2.25% a year when 
doing his sums for the next three years. 

Even so, worries persist. The first is that 
government revenue has been coming in 
below the level forecast in the budget. In 
the first five months of this financial year, 
total current receipts rose by 3.6% over the 
same period in 2000-01, lower than the 
4.3% growth the Treasury is forecasting for 
the whole financial year. The undershoot 
stands in marked contrast to Labour’s first 
term, when revenue consistently exceeded 
budget forecasts. 

At the same time, the substantial short- 
falls in government expenditure of the 
past few years now seem to be over. 
Spending is now increasing rapidly and 
could grow even faster than forecast in the 
budget since departments are entitled to 
carry forward last year's underspends into 
their outlays this year. The government's 
contingency reserve of £2.8 billion has al- 
ready been raided to pay for foot-and- 
mouth compensation. Now there will be 
bills for the war against terrorism. 

With the economy slowing, the swing 
from surplus to deficit may be abrupt. 
Goldman Sachs, an investment bank, is 
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forecasting that the budget will barely bal- 
ance this year and will go £7.7 billion into 
the red next year. Nothing wrong with 
that, so long as the economy makes up lost 
ground in subsequent years. But the 
downturn could be deeper and more pro- 
tracted than expected, and public finances 
may have become more pro-cyclical than 
in the past. In the good times of Labour's 
first term, revenues kept on coming in 
above forecast; in bad times, they could 
now come in consistently below forecast. 

Mr Brown will anyway have to raise 
taxes if he is to sustain his public spending 
spree after 2003, as the Institute for Fiscal 
Studies warned during the election. His 
surplus will have more than disappeared 
by then. And now Mr Brown will have to 
find some extra money for defence spend- 
ing. The defence budget barely increased 
in real terms in the 2000 spending review, 
which set plans until 2003-04. Next year’s 
review, which looks forward to 2005-06, 
will have to provide money for guns as 
well as butter. 

One snag for the chancellor is that it 
will be difficult to raise taxes if the econ- 
omy is already weak, since a tightening of 
fiscal policy could make matters worse. 
But if the economy is sufficiently robust, a 
tough budget next spring seems highly 
likely. Indeed on past form, next month's 
pre-budget report could well include an 
announcement of planned tax rises either 
in 2002 or 2003. 

In his Brighton speech, Mr Brown 
hinted at tax increases next spring. Such a 
move would be in keeping with his strat- 
egy in Labour’s first term: his first two bud- 
gets tightened fiscal policy to allow give- 
aways at the end of the parliament. Then 
Mr Brown justified tax increases as neces- 
sary to clear up the mess the previous Con- 
servative government had left. Now he 
can put at least some of the blame on 
Osama bin Laden. m 





Asylum and immigration 


Give me your 
toilers 


Sensible talk on migration; silence on 
asylum 


HERE is probably no good time for a 

home secretary to inform the great Brit- 
ish public that he intends to invite in thou- 
sands of extra foreign workers. But there 
can be few times quite so unpropitious as 
now. So it is to David Blunkett’s credit that 
he told the Labour conference about his 
new plans to encourage economic migra- 
tion. Bolder still, those plans encompass 
not only doctors and IT specialists, but 
also the unskilled. 

Mr Blunkett says he wants to be “ratio- 
nal” about economic migrants. Precisely 
what (and how many) that means remains 
sketchy, though he did outline some ideas. 
Foreign students may be allowed to stay 
on after they graduate, and more seasonal 
workers in agriculture and tourism may be 
let in. Least controversially, the highly 
skilled will from next year be able to come 
to Britain to look for a job if they can sup- 
port themselves, rather than first convinc- 
ing an employer to endure the rigmarole of 
getting them a work permit. 

But Mr Blunkett also talked about a 
new quota system for industries experi- 
encing labour shortages, which might in- 
clude, for example, construction and cater- 
ing. Other countries, such as Australia, 
already let in some unskilled workers. 
America has a lottery system. But for the 
past 30 years, Britain has admitted only 
business people, relatives of residents, and 
small numbers under short-term work- 
permit and seasonal labour schemes. 

This parsimony, Mr Blunkett rightly 


Afghans in London 


Southall’s tribes 
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London’s Afghans replicate the divisions in their homeland 


T THE Kabul Restaurant in the Hima- 
layan Shopping Centre in Southall, a 

promiscuously multicultural west Lon- 
don suburb, the waiter is understand- 
ably reluctant to discuss politics. Like 
most immigrants, only more so, Lon- 
don’s Afghans are keen to keep their 
heads down and avoid altercations. 
Within the community, though, there 
are divisions that reflect, if more peace- 
ably, the fissiparous politics of Afghani- 
stan itself. 

There are probably around 40,000 
Afghans in Britain. Some have been dis- 
persed by the government to cities in the 
north, but the majority live in London. 
Like other immigrant communities that 
settle around their original points of ar- 
rival, London’s Afghans mainly live in a 
suburban arc close to Heathrow airport, 
from Southall and Hounslow through 
Ealing and Acton, and up to Harrow. 

Unlike the other immigrant groups 
that have colonised the same territory, 
few of the Afghans are classic economic 
migrants (those with the wherewithal to 
make it to Britain tend to have been rela- 
tively well-off at home). They were 
pushed out, rather than pulled in, by 
successive cataclysms, from the Soviet 
invasion through the anarchic brutality 
of the years before the Taliban took 
power to the privations that regime sub- 
sequently inflicted. Because different 
types of political and religious repres- 
sion impelled the successive groups of 
exiles, they hold divergent views about 
who is to blame for Afghanistan’s plight, 
and what ought to be done about it. 

Sayed Ishaq Tabibi, secretary-general 


said, is a boon to the people-traffickers and 
unscrupulous employers who exploit ille- 
galimmigrants. Of course, importing more 
unskilled workers will alarm those voters 
who think immigrants gobble up jobs and 
benefits. But there are some vital but unap- 
pealing jobs that indigenous people, even 
unemployed ones, won't do. Though the 
well-meaning but woolly-minded will be 
anxious about importing an underclass, 
history suggests that immigrants are gener- 
ally too determined and entrepreneurial 
to remain underdogs for long. 

Mr Blunkett also promised that, within 
four months, no innocent asylum-seeker 
would be locked up in prison. This pledge, 
and the immigration plans, have helped 
temporarily to appease those Labour ac- 
tivists who want the asylum system to be 
reformed. The results of a preposterously 


of the Society of Afghan Residents, says 
that although it is non-denominational 
now, his organisation used to be per- 
ceived as belonging to the Pashtuns, 
who come from south-eastern Afghani- 
stan and north-western Pakistan, and 
make up Afghanistan's largest ethnic 
group. The Taliban and most of their 
supporters are Pashtuns. Some London 
Pashtuns, partly because of newly in- 
flamed ethnic rivalries, and partly be- 
cause they remember the chaos that 
preceded them, are quietly sympathetic 
to the Taliban. 

Support for the Northern Alliance is 
more conspicuous. A memorial service 
was held last weekend in a west London 
mosque for the assassinated Alliance 
leader Ahmad Shah Masoud. His 
brother, Ahmad Wali Masoud, runs the 
Afghan embassy in London. The Ma- 
souds are Tajiks, but the embassy claims 
the support of Pashtuns as well. Many 
Anglo-Afghans will endorse any leader 
they think might be able to pacify the 
country—which explains the popularity 
of the ex-king, Zahir Shah (see page 17), 
whose son-in-law also lives in London. 

Whatever their politics, London’s Af- 
ghans worry about their compatriots’ 
safety—and about their own, which an 
attack on Britain would put at risk. The 
Afghan Association of London, based in 
Harrow, is reputed to be dominated by 
supporters of the ousted Soviet-backed 
regime, though Sami Aziz, one of its 
leaders, insists it is strictly ecumenical. 
Afghans in London, Mr Aziz says, like 
the ones left behind, “just want a peace- 
ful life”. 


long review of the government's voucher 
scheme—which obliges asylum-seekers to 
subsist on vouchers worth 70% of benefits, 
and for which they can’t get change—was 
due to be announced last week. Pleading 
September 11th, Mr Blunkett promised to 
reveal his thoughts on vouchers, and the 
equally controversial asylum-seeker dis- 
persal system, later this month. 

If he really is still pondering the merits 
of vouchers, he ought to consult a 1997 re- 
port by the development select committee. 
The parliamentary committee visited the 
volcano-ravaged island of Montserrat, and 
recommended that a voucher system be- 
ing used to feed displaced people should 
be scrapped—citing, among other things, 
the difficulties recipients faced getting 
change. The British government agreed; 
Montserrat duly obliged. = 





Grounding night 
flights 


More bad news for airlines 


S THOUGH things were not already 
bad enough for airlines, this week the 
European Court of Human Rights decided 
that the government failed to strike a fair 
balance between the economic benefits of 
night flights and the sleeplessness of hun- 
dreds of thousands of Londoners. The 
judgment is a particular threat to BA, 
which operates seven out of the 15 flights 
that arrive every morning between 4am 
and 6am at Heathrow. The airlines claim 
that a night flight ban would cost them 
more than £500m ($750m) a year. 

The court’s ruling under Article 8, 
which guarantees “respect for family life”, 
and Article 13, which provides for “an ef- 
fective remedy before a national author- 
ity”, was unequivocal. But it is almost cer- 
tainly not the end of a 25-year battle 
between residents and airlines. 

In 1983, when the first attempt to secure 
approval for a fifth terminal at Heathrow 
was made, the inquiry inspector, Graham 
Eyre, described night flights as “a particu- 
lar curse” and recommended that they 
should be banned. Since then there have 
been four judicial reviews into night 
flights. In each case, after victory for the 
anti-noise campaigners in the lower 
courts, the Appeal Court found for the gov- 
ernment. But defeated campaigners have 
won on points. In the last judicial review 
in 1995, Mr Justice Sedley described a gov- 
ernment consultation paper on aircraft 
noise as “a farrago of equivocation” and 
“devious and deeply unattractive” in its 
presentation and reasoning. 

As the fight has gone on, so the noise 
has got worse. The regime the government 
imposed on the airlines in 1993 has al- 
lowed them to double the number of 
flights between 11pm and 7am. Between 
6am and 7am, a plane lands at Heathrow 
every 90 seconds. 

Residents’ disturbed nights are likely to 
continue for some time yet. The European 
Court’s ruling was narrowly focused on 
the British government's failure to carry 
out adequate studies. During the case, the 
government's lawyers were forced to con- 
cede that they had not made any attempt 
“to quantify the economic benefits of 
night flights or to draw up a balance sheet 
including the environmental disbenefits”. 

The government could appeal, but 
given the court's clear 5-2 majority and the 
tenor of the judgment, it is unlikely to get 
the decision reversed. Simply ignoring the 
court’s finding is even less likely because 
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the government prides itself on observing 
European Court rulings. 

Ministers will probably play for time by 
ordering a further review while allowing 
night flights to continue. The government 
has already announced that it is to com- 
mission a big study into aircraft noise and 
its effects on people. The research on 
which the government is currently relying 
dates back more than 20 years. Critics say 
that itis not just out of date, but also meth- 
odologically flawed. 

The announcement of such a review is 
likely to be made next month to coincide 
with the government's go-ahead for the 
construction of a fifth terminal at Heath- 


Rebranding 


row. The inquiry inspector, Roy Vander- 
meer, whose recommendation backing 
the new terminal has been accepted by 
ministers, is understood to have attached 
tough conditions limiting night flights. 

Before September 11th, ministers might 
have been tempted to soften the accep- 
tance of Terminal 5 by going along 
with—or even further than—these recom- 
mendations. But given the airlines’ current 
troubles (BA’s market value is little more 
than half what it was on September 10th), 
the government is less likely to impose 
tough conditions on them right now. In 
the long run, though, residents are likely to 
sleep more soundly. m 


Taking the sex out of Essex 


A notorious county wants to change its 


THE parlance of professional 
branders, every brand needs a few 

“key values” that embody its identity— 
such as “trustworthiness”, “quality”, 
that sort of thing. The key values most 
Britons would probably associate with 
Essex, a south-eastern county adjoining 
London, include “vulgar”, “right-wing” 
and “promiscuous”. Now the council, 
understandably if a little optimistically, 
wants to modernise the county’s image. 

The Essex brand is probably the most 
entrenched of any county in England. 
During the 1980s, “Essex man”, generally 
found at the wheel of a Ford Capri, be- 
came the poster (or whipping) boy of 
unreconstructed materialism. Even more 
infamous is his sister, “Essex girl”, who 
wears white stiletto shoes, dances round 
her handbag, and is the butt of jokes too 
ribald to print. Like her American equiv- 
alent, Jersey girl, she is big on hair but 


image 


low on modesty. Essex has also elected a 
string of hard-right Eurosceptic MPs, in- 
cluding the new leader of the Conserva- 
tive Party. In their company, he looks 
like a mushy liberal. 

Apparently, though, the time has 
come for Essex boy and girl to grow up. 
Lord Hanningfield, the leader of Essex 
county council, worries that this brash 
image deters companies from locating 
there. The council is hoping to secure 
government funds to overhaul its brand. 
It wants Essex to be known less as a vast 
brothel for arrivistes, and more for its 
good schools, beeches and infrastruc- 
ture. The aim is to attract more busi- 
nesses, and reduce the number of 
workers who commute into London to 
make their pile. 

There are precedents for this sort of 
makeover. Lucie Cohen, a branding ex- 
pert at 20.20, a hip London consultancy, 
says consumers do accept brand repo- 
sitioning, citing the example of BP, 
which has re-invented itself as a guard- 
ian of the environment and the earth's 
future. She suggests that “vulgar”, “right- 
wing” and “promiscuous” could be 
morphed into “affluent”, “best of Brit- 
ish” and “young and energetic”. 

But the fiery pride of Essex residents 
could be more of an obstacle than the 
scepticism of outsiders. Barry Hearn, a 
boxing promoter, football club owner 
and self-proclaimed Thatcherite Essex 
man, says that the Essex model of mak- 
ing and spending cash is an example to 
working people everywhere. The county 
should be able to laugh at itself, says Mr 
Hearn—though these days, he claims, 
“Ferraris and tiaras” are more common 
than the Ford Capris and white stilettos 
of legend. Mrs Hearn, he says rather 
mournfully, never wore those anyway. 


Bagehot Getting above his station 


Tony Blair announces that he is prime minister of the world 





FORTNIGHT ago, Bagehot expressed mild alarm about Tony 

Blair. In the wake of the terror attacks in America, the prime 
minister was demonstrating all the qualities of articulacy, emo- 
tional fluency and moral purpose for which he is justly famous, 
and which might be expected to make him an excellent prime 
minister in times of war. This was good, up to a point. But there 
was a point at which it might become bad. The danger was that 
Mr Blair might come to see himself not as the leader of a me- 
dium-sized country in Europe but as the leader of a global alli- 
ance of good against evil. Since Britain was bound to be the 
junior partner in George Bush’s “war against terrorism”, that is 
no longer the proper job, if it ever was, of a British prime minis- 
ter. The premiership today consists of more humdrum chal- 
lenges, such as giving speeches at seaside party conferences and 
sorting out the trains. 

As ever, it is easy to underestimate Mr Blair. This week, the 
prime minister travelled to the seaside resort of Brighton for the 
annual conference of his Labour Party. There he discovered 
something that other people had previously overlooked: a 
seamless, logical connection between his own party, his own 
policies, his own premiership and the future of the planet Earth. 


Roll over, Palmerston 

Mr Blair is often compared with Gladstone. Lord Palmerston is a 
better parallel. In 1849, when Britain was in its full imperial 
pomp, Palmerston made a preposterous speech to Parliament. 
His theme was the relationship between England and the rest of 
the world. Whereas in other parts of the world, thrones had 
been shaken and levelled, and institutions had been over- 
thrown and destroyed, England had projected a spectacle wor- 
thy of the admiration of mankind. It had shown that liberty was 
compatible with order; and that individual freedom was recon- 
cilable with obedience to the law. This was a nation in which 
every class of society accepted with cheerfulness the lot which 
Providence had assigned to it; while at the same time every 
individual of each class was constantly striving to raise himself 
in the social scale—not by injustice and wrong, not by violence 
and illegality, but by persevering in good conduct, and by “the 
steady and energetic exertion of the moral and intellectual facul- 
ties with which his Creator had endowed him”. 


This bit of Palmerston’s speech has not lately enjoyed the 
prominence it deserves. Had it done so, this 19th-century Whig 
grandee would have been swiftly rehabilitated as an early expo- 
nent of Mr Blair’s “third way”, with its happy balancing of rights 
and responsibilities and faith in the operation of meritocracy. 
History, however, remembers mainly a later passage, the one in 
which Palmerston invited the House to consider 


whether, as the Roman, in days of old, held himself free from indig- 
nity when he could say Civis Romanus sum; so also a British subject, in 
whatever land he may be, shall feel confident that the watchful eye 
and the strong arm of England will protect him against injustice and 
wrong. 


As British schoolboys know, the wronged British citizen to 
whom Palmerston was referring was Don Pacifico, a Jewish resi- 
dent of Athens whose house was set on fire by an anti-Semitic 
mob. When the Greek government failed to compensate him, 
Palmerston sent a British fleet to set matters right. 

By Mr Blair’s standard, Palmerston was a wimp. Palmerston 
extended England’s protection to Britons, wherever in the world 
they might be. Mr Blair has extended his protection to anyone in 
the world, no matter what their nationality. 

In his Brighton speech, Britain’s prime minister did not pro- 
mise merely to punish Osama bin Laden and his Taliban protec- 
tors. He promised to sort out the war in Congo. And not just 
Congo. Mr Blair explained his plans to bring democracy, good 
government and prosperity to all of Africa. He called also for the 
defeat of global warming, for the creation of a Palestinian state, 
for justice in Northern Ireland, for more free trade, for Britain to 
join the euro (when the economic conditions are met), for a 
melding of the American spirit of enterprise with the European 
spirit of solidarity, for the building of bridges, for realism but 
also for idealism, for peace but also for a strong defence, for the 
many not the few, for a flexible economy but also for fairness at 
work, for public investment (but not for public spending), for the 
reform but not the privatisation of the health service, for equal 
worth but not for equal outcomes, for the understanding of Is- 
lam but also for the understanding of Judaism and Christianity, 
for freedom not only in Britain but also for “the starving, the 
wretched, the dispossessed, the ignorant, those living in want 
and squalor from the deserts of Northern Africa to the slums of 
Gaza, to the mountain ranges of Afghanistan”. 

Blimey. It was always understood that New Labour was sav- 
ing the big stuff for its second term. Voters had been primed to 
expect Mr Blair to organise a transport initiative here, a public- 
private partnership there. Some worthwhile changes had been 
expected in the procedures for adopting children. There might 
even be a referendum on joining the euro. But this—this is ridicu- 
lous. The only plausible explanation for Mr Blair's planet-trans- 
forming peroration from Brighton is that the poor man has let 
the war against terrorism go to his head. 

Worst of all, Mr Blair thinks it all hangs together. His own po- 
litical vocation, globalisation, social and economic reform at 
home, humanitarian intervention abroad—all are linked “by a 
common thread of principle”. This principle is “community”: 
just like individuals, nations do better, you see, when they join 
together. And this from the party which mocked Margaret 
Thatcher for likening running the economy to thrifty household 
management. Mr Blair may not have frightened the Taliban, but 
this has been a disturbing week for Britons. m 
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The defence industry’s new look 


FRANKFURT, LONDON AND LOS ANGELES 


Last month’s attacks will accelerate changes already under way among defence 


contractors on both sides of the Atlantic 


T IS the one industry you would expect 

to be rubbing its hands at its prospects. 
Yet since September 11th, it has been 
shrouded in the same uncertainty that 
hangs over most businesses. The big de- 
fence companies’ bosses seem unsure 
about how they will be affected, although 
they sense that the new situation could 
fundamentally change defence produc- 
tion and the structure of the industry on 
both sides of the Atlantic. It should also 
shift defence procurement from traditional 
ships and fighter aircraft towards sophisti- 
cated surveillance and reconnaissance de- 
vices such as Northrop Grumman’s pilot- 
less Global Hawk (pictured above) or even 
unmanned fighters. A broad coalition 
against terrorism might deepen industrial 
links across the Atlantic—but it could also 
make the Americans jumpier about shar- 
ing technology. 

America’s four-yearly defence review 
(see page 37) has been hastily rewritten in 
recent weeks, shifting resources towards 
countering “unconventional threats” such 
as the attacks on New York and Washing- 
ton. Meanwhile, European countries, in- 
cluding Italy and Germany, have an- 
nounced increases in defence spending. 
As defence budgets rise after what Ameri- 
cans are now calling 9/11, contractors’ reve- 
nues and profits should rise too. 

The financial markets quickly latched 
on to this in mid-September (see chart). 
Shares in firms such as Raytheon, Nor- 
throp Grumman, Lockheed Martin and 
BAE Systems, which are pure or predomi- 


nantly defence businesses, rose. Europe's 
EADS and America's Boeing fell because 
they are mostly civil manufacturers. EADS 
depends on civil aviation for about 80% of 
its revenues; Boeing’s civil operations ac- 
count for 60% of its business. 

The post-cold-war slide in defence 
spending on both sides of the Atlantic was 
showing signs of bottoming out even be- 
fore the terrorist attacks. In America, 
spending had fallen to 2.4% of GDP, com- 
pared with the 6.4% reached under Ronald 
Reagan, when the Pentagon spent as much 
as $120 billion a year on weapons. Re- 
cently it has been spending around $42 bil- 
lion a year, a figure that may soon climb 
back to $60 billion. Even Harvey Sapolsky, 
an MIT defence expert who thinks Amer- 
ica has grossly overspent on weapons 
since the end of the cold war because of ag- 
gressive industry lobbying, recognises that 
“money is no longer a constraint in the 
foreseeable future.” 

The Aerospace Industries Association 
in Washington is not so sure. Joel Johnson, 
a vice-president, reckons that most of the 
increase in spending over the next year 
will be on consumable items such as kero- 
sene and other supplies to mount an inter- 
national operation, rather than on replac- 
ing missiles or aircraft. The only change he 
predicts is that American fighters and 
bombers near the end of their useful life 
may now be replaced a bit sooner, because 
Congress will be more willing to vote 
through the necessary funds. 

Some more immediate changes are in 
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the offing, however. Already, notes Bill 
Lawler of Boeing’s defence division, the 
Pentagon is talking to Boeing about order- 
ing 60 more C-17 giant military transport 
aircraft, which can carry tanks around the 
world, rather than running down produc- 
tion as previously planned. 


Europe eyes America 

Among the keenest followers of shifts in 
American policies are the bosses of Eu- 
rope’s big defence companies: John Wes- 
ton of Britain’s BAE Systems, Denis Ran- 
que of France’s Thales (previously 
Thomson-csF) and Manfred Bischoff at 
EADS. They are now tracking the Penta- 
gon’s thinking more eagerly than ever. 
“The United States will be the biggest mar- 
ket for the next 50 years,” says Tom Enders, 
who runs EADS’s defence-systems divi- 
sion. What attracts the Europeans is not 
just the size of the market but the profit 
margins, which tend to be bigger than in 
Europe. BAE already sells more to the Pen- 
tagon than it does to the British Ministry of 
Defence. As for the effect of last month’s at- 
tacks, Mr Ranque thinks that “it is a land- 
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> how important technology will be from 
now on”—a reference to the sophisticated 
electronics that Thales happens to pro- 
duce and wants to sell more of in America. 

The formation of a grand alliance 
against terrorism should boost co-opera- 
tion between European and American de- 
fence companies. There are already many 
examples: Boeing and BAE are developing 
a new refuelling tanker aircraft; Airbus has 
linked with Lockheed in the same market; 
Thales has ties with Raytheon in military 
radar; and EADs has a joint venture with 
Northrop Grumman in defence electron- 
ics and pilotless planes (known as un- 
manned aerial vehicles, or UAVs), and a 
business with Boeing in missiles. 

However, further joint ventures are un- 
likely to burst suddenly into bloom in the 
light of the new emergency. For one thing, 
as Mr Ranque observes ruefully, American 
export controls might be tightened be- 
cause of concerns that American technol- 
ogy might leak through Europe to what he 
calls “grey countries”. Another source of 
transatlantic discord is the Europeans’ in- 
sistence on spending $4 billion to develop 
a military transport plane, known as the 
A400M, to be built by Airbus. The Ameri- 
cans would prefer to leave Lockheed Mar- 
tin with the monopoly it enjoys in this seg- 
ment with the c130) Hercules transporter, 
even though this cannot carry the ar- 
moured cars that are essential for rapid-de- 
ployment forces. 

Pentagon officials fume that the Euro- 
peans are wasting scarce resources on 
boosting Airbus, when the money could 
be better spent on upgrading their woeful 
communications systems. However, as 
Charles Grant, director of the Centre for 
European Reform, points out, the Europe- 
ans need new giant transporters, and they 
are more likely to find the money for them 
if they are built in Europe and are seen as 
“enhancing European defence policy”. 


The military revolution deferred? 
The big question for the American contrac- 
tors is how far the balance will shift away 
from traditional hardware to sophisticated 
new systems for fighting remote battles. 
Mr Lawler of Boeing sees a new emphasis 
on precision weapons, surveillance gear 
such as UAvs, and mobility, given the 
global reach of anti-terrorism activities. 
But that does not mean existing pro- 
grammes will be ditched. Boeing and 
Lockheed Martin still expect to hear at the 
end of this month which of them has been 
chosen to lead production of the $200 bil- 
lion Joint Strike Fighter (jsr)—the biggest 
defence project ever. This will equip allied 
air forces and navies with 6,000 succes- 
sors to the ageing jump-jets first developed 
in the 1960s. Although formally this is a 
winner-take-all contract, industry execu- 
tives expect the runner-up to be involved 
as a subcontractor. Likewise, America’s 


controversial missile-defence programme 
is now more likely to swim through on a 
rising tide of national insecurity. 

Many new intelligence-gathering sys- 
tems will be field-tested in Afghanistan, in- 
cluding the Global Hawk. This flies higher 
than any other UAV (65,000 feet) and has 
sensors that let it see what is happening on 
the ground in great detail, even through 
haze or in the dark. It can stay aloft for 36 
hours. Six prototypes are being prepared 
for use in Afghanistan; the Pentagon is or- 
dering more. 

More than ever, conflicts will be de- 
cided by the quickest intelligence rather 
than the heaviest firepower. Northrop 
Grumman realised this long before most 
other defence companies. Much of the 
credit goes to Kent Kresa, who engineered 
Grumman’s merger with Northrop in 
1994. A former Pentagon strategist, he has 
been urging reform of America’s defences 
since the collapse of communism. 

To an extent there is already a greater re- 
liance on weapons systems that operate a 
long way from the battle zone, relying on 
long-range surveillance and intelligence 
and the ability to make precision strikes at 
enemy targets unseen. This has shifted de- 


American retailers 





fence procurement away from bigger and 
faster aircraft and towards advanced elec- 
tronics and software. There is even a pro- 
posal to develop an unmanned fighter air- 
craft, to be built by Northrop Grumman or 
Boeing. 

Mr Kresa has refashioned Northrop 
Grumman to meet this new demand, and 
half the company’s sales are now in radar 
and fancy electronics. But as the steady 
progress of the ysF indicates, none of this 
spells the end of either the manned war- 
plane or the tank. 

Having completed all 21 of the B-2 
stealth bombers ordered by America’s air 
force, Northrop Grumman has contacted 
the Bush administration, offering to build 
40 more for a mere $545m apiece. If the 
Lockheed Martin team wins the contract to 
build the JsF, then Mr Kresa’s company, as 
a Lockheed partner, would end up with a 
17% stake in America’s manned fighter for 
the 21st century. The military revolution 
championed by Mr Kresa, in which wars 
will be fought with information rather 
than pilots and bullets, continues. But it is 
not going to overthrow every last bit of the 
traditional military-industrial complex 
quite yet. m 


Nightmare on Fifth Avenue 


NEW YORK 


The outlook is bleak for swanky stores, much better for discount chains 


66 AYOR GIULIANI is telling us to get 
back and enjoy life, but shopping 

isn't fun any more.” Audrie Smolen, a de- 
sign consultant, is wandering listlessly 
around the jewellery counters at Bergdorf 
Goodman, Manhattan’s poshest depart- 
ment store. “Browsing takes my mind off 
things,” she says. “But I am not buying. 
After what happened, my heart’s notin it.” 
Less than three months before Christ- 
mas, shopping seems to be the last thing 


US retailers, same-store sales 
‘% change on a year earlier* 


viote A o o 





> 


on any New Yorker's mind. Fifth Avenue, 
home to some of the world’s most expen- 
sive retail outlets, looks abandoned. Even 
Tiffany’s jewellery store is eerily quiet. 
Fearful of appearing insensitive at a time 
of crisis, some Manhattan retailers seem to 
be actively discouraging shoppers. Huge 
Stars and Stripes flags patriotically mask 
window displays. A banner at Kenneth 
Cole, a swanky clothes store, reads: “What 
we stand for is more important than what 
we stand in.” 

But more shopping is what American 
retailers need, and the next three months 
will be crucial. Traditional retailers usually 
make as much as half their annual profits 
in the quarter leading up to Christmas. As 
for the dwindling band of Internet retailers 
such as Amazon, a bad Christmas could 
threaten their very survival. 

The terrorist attacks could not have 
come at a worse time for the industry. 
Even before September 11th, consumer 
confidence was deteriorating rapidly, with 
a plunging stockmarket, talk of recession 
and growing fears over job security. The 
1.4m job cuts announced so far in 2001 are 


more than double the number for the » 
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Traditional financial institutions 
like to finance traditional projects. 
If your project is unconventional, 
if your plans appear to buck 
current trends, you may find 
yourself at a dead end. 
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> whole of 2000. In September, consumer- 
confidence surveys registered the biggest 
monthly falls since the Gulf war. The im- 
plications are grim. The National Retail 
Federation, which represents 1.4m retail- 
ers, has cut its fourth-quarter sales-growth 
forecast almost in half, to 2.2%. 

Not all retailers will suffer equally. The 
biggest losers are likely to be the pricier de- 
partment stores, speciality chains and lux- 
ury stores. Richard Baum, a retail analyst at 
csFB, thinks that discretionary spending 
on fine jewellery and other luxuries will 
be the first to dry up and take the longest to 
recover, just as it did after the Gulf war. 
The markets agree. When trading re- 
opened a week after the attacks, shares in 
Tiffany promptly fell by 21%; those in Nei- 
man Marcus, an upmarket department 
store, and Gucci, a luxury-goods firm, fell 
by 8%. Many of the country’s retail chains 
have issued warnings of a sharp fall-off in 
business following the attacks. Nordstrom 
is slashing prices by as much as 60%, in its 
first early-autumn sale in 40 years. Feder- 
ated, which owns Macy’s and Blooming- 
dale’s, says that sales have fallen by 20% 
below forecasts since the attacks. And Saks 
is cutting inventory and has said that 
temporary store closures will lop 12-15% 
off its September sales. 

For many retailers, the attacks will also 
raise costs, as advertising campaigns and 
merchandise are changed to reflect the 
new sombre mood. Laughing faces in ads 
are being replaced by comforting images 
of candles and pillows. Gap has banned 
extensive use of the colour red in its in- 
store ads to avoid causing offence. 

So will there be any winners? Mike Nie- 
mira, an economist at Bank of Tokyo-Mit- 
subishi, thinks that another cut in Ameri- 
can interest rates, plus tax rebates, lower 
energy costs and less travel, may help to 
give consumers extra money to spend over 
Christmas. The beneficiaries will be retail- 
ers offering value for money—in particular, 
discounters such as Wal-Mart and Costco, 
cheap clothing chains such as the foreign- 
owned Zara, and groups such as Wal- 
greens and Kroger, which sell food, drugs 
and other basic necessities. 

As large department stores have 
slipped into recession in recent months, 
discounters’ sales have moved in the op- 
posite direction (see chart on previous 
page). Wal-Mart announced on October 
2nd that it would open or enlarge 440 
stores next year, 40 more than this year, 
and that it was confident of hitting earlier 
profit forecasts. The company’s upbeat 
mood may have something to do with 
soaring demand for its guns and ammuni- 
tion, which, alongside gas masks, antibiot- 
ics against anthrax, and flags, has reached 
record levels. Wal-Mart has had so many 
requests for firearms that it has almost run 
out of stock in some stores. Not something 
Tiffany needs to worry about. m 


Europe's collapsing airlines 


Black days 





Switzerland’s flag-carrier goes into bankruptcy, quickly followed by Belgium’s 


OR Switzerland's most respected news- 

paper, the Neue Ziircher Zeitung, Octo- 
ber ist was “the blackest day in Switzer- 
land’s economic history”. For its most 
popular daily, Blick, the events surround- 
ing the bankruptcy of Swissair, the first 
collapse of a European flag-carrier, were a 
huge blow to the country’s image as a solid 
business and financial centre. Switzerland 
had revealed itself, underneath its placid 
exterior, as a “banana republic”. Beyond 
Switzerland, the repercussions were also 
widely felt, starting with the collapse of 
Sabena, Belgium’s national carrier and a 
Swissair associate, on October 3rd. 

Even before the terror attacks on Amer- 
ica, Swissair had been in trouble because 
of a disastrous diversification and expan- 
sion, which saw it take dubious minority 
stakes in a slew of wobbly European air- 
lines. Ever since the attacks, it had been 
struggling to survive and desperately in 
need of funds for recapitalisation. 

Over the weekend, it became clear that 
no such money was available. The Swiss 
government offered to play a supporting 
role in a rescue, but Switzerland's big 
banks, ugs and Credit Suisse—whose com- 
bined exposure to Swissair was around 
SFr500m ($310m) in loans, plus small equ- 
ity stakes—were reluctant to bail out the 
entire airline. They were prepared to pitch 
in only enough to sustain a much- 
slimmed-down carrier. Behind the re- 
criminations lies an obvious truth: from 


the start, events moved too fast for the 
Swiss government, which is used to con- 
ducting its affairs at a glacial pace. 

The banks proposed to help Swissair by 
acquiring Crossair, a reasonably healthy 
regional airline 70% owned by Swissair, 
and then reversing the best bits of Swissair 
(ie, its most lucrative routes and newest air- 
craft) into the smaller affiliate. Other parts 
of Swissair would use the proceeds from 
the sale to keep going. The transaction was 
set in motion, with the banks agreeing to 
pay SFr260om for Crossair shares and to 
provide standby loan facilities. 

But despite pleas from Mario Corti, 
Swissair’s boss, the money did not arrive 
until the evening of October 2nd, too late 
to keep its fleet in the air. By noon that day, 
the oil companies were refusing to sell jet 
fuel to Swissair unless it paid cash up front. 
By the middle of the afternoon, BAA, the 
company that owns London's airports, 
had seized two Swissair jets because of an 
unpaid bill of £300,000 ($440,000) for 
landing fees. Some 18,000 passengers 
were stranded around the world. In Zurich 
alone, 4,000 travellers found they could 
not fly. Such was their incredulity at the 
grounding of the famous white-cross tail- 
fin that many passengers refused transfers 
to other European airlines, which were 
busily adding extra flights. 

The incredulity turned to anger. On Oc- 
tober 3rd, 10,000 demonstrators marched 
through Zurich's financial district to prot- >» 





> est atthe banks’ failure to do more for Swis- 


sair. UBS, dubbed United Bandits of Swit- 


zerland by some, received two bomb 
threats. Within hours, the government 
bowed to public pressure and offered 


SFr450m of emergency cash to get the air- 


line flying again on October 4th. Similarly, 
the Belgian government came up with 
emergency aid for Sabena—though the 
European Commission may object. 

Out of this extraordinary Swiss busi- 
ness disaster, further humiliation lurks for 
a country whose pride has been shattered. 
Crossair and the banks have ducked 
responsibility for Swissair’s huge debts by 


letting it go bankrupt. But there is no guar- 


antee that they will be able to buy all the 
bits they want. The way could be open for 
foreign airlines to take over slots vacated 


‘Starbucks in China 


by Swissair. The complicated rules govern- 
ing national rights and routes stand in the 
way of this rationalisation. But there is 
nothing to stop a foreign airline that al- 
ready has a Swiss subsidiary from trying to 
enter the bidding for bits of Swissair. One 
such carrier is easyJet, a British low-cost 
airline that has suffered less from the after- 
math of September 11th than bigger rivals. 

Swissair and Sabena will not be the last 
airlines to seek protection from their credi- 
tors. Several of America’s ten largest carri- 
ers are in danger of collapse, despite last 
week’s government bail-out. Among the 
weakest financially are America West, 
Northwest, Continental and us Airways. 
In Europe other once-proud flag-carriers, 
such as KLM of the Netherlands, may be 
weeks away from oblivion. m 


Coffee with your tea? 


BEIJING 
Learning to love a strange brew 


THE postings that have flooded 

China’s Internet bulletin boards since 
September 11th are any guide, there is 
not much sympathy among the nation’s 
educated youth for the plight of Ameri- 
cans, Yet as Starbucks can testify, hot- 
headed anti-American nationalism in 
China has remarkably little impact on 
consumer preferences. 

The Seattle-based coffee-shop chain 
is the latest symbol of American con- 
sumer culture to make its mark on 

China’s rapidly changing urban land- 
scape. First came Kentucky Fried 
Chicken, which pulled off the extraordi- 
nary coup of opening a huge outlet next 
to Tiananmen Square in 1987, and now 
has nearly 500 sites across China. Next 
came McDonald’s, which first erected its 

golden arches in Beijing in a prominent 
central location in 1992. It now has more 
than 370 outlets around the country and, 
like KFC, has big expansion plans. 

Starbucks’ penetration is perhaps 
most remarkable of all, given that China 
is a country of devoted tea drinkers who 
do not take readily to the taste of coffee. 
Its first outlet in China opened in Janu- 
ary 1999 at the China World Trade Cen- 
tre in Beijing. It now has more than 35 
shops, mainly in Beijing and Shanghai. 
“When we first started, people didn’t 
know who we were and it was rough 
finding sites. Now landlords are coming 
to us,” says David Sun, president of Beij- 
ing Mei Da Coffee Company, which 
owns the Starbucks franchise for north- 

ern China. 

Chinese nationalism can be curiously 
selective. After the bombing of the Chi- 


nese Embassy in Belgrade in May 1999, 





A refreshing change 


hundreds of thousands of enraged Chi- 
nese took to the streets to denounce the 
Americans and hurl stones at their dip- 
lomatic missions. But KFC and McDon- 


ald’s outlets escaped largely unscathed, 


apart from a brief downturn in custom. 
In September last year, Starbucks 
touched a nationalist nerve when it 
opened a small outlet in a souvenir shop 
in Beijing’s Forbidden City, a symbol of 
Chinese pride. A flurry of critical articles 
appeared in the local media, and more 
than 70% of some 60,000 people who 
replied to an online survey opposed the 
move. Yet the outlet is still serving coffee, 
and there are no plans to close it. “The 
management of the Forbidden City is 
100% with us,” says Mr Sun, who hopes 


to open five more outlets by the end of 


the year. 


South African security companies 
An industry 
hijacked 


JOHANNESBURG 
Foreign investors face ejection from a 
booming business 


RMED-RESPONSE units prowl the 
streets day and night. In every suburb, 
signs along the road warn robbers they 
may be shot or seized by private guards. 
Homes bristle with panic buttons, infra- 
red sensors, electric fences. Cars have anti- 
hijack devices, even bullet-proof glass. 
One inventor even devised flame-throw- 
ers against carjackers. No wonder South 
Africa’s private security industry is thriv- 
ing, even as the economy looks flat. 

But is the business under threat? This 
week a government-sponsored bill to reg- 
ulate the 5,000-odd companies in the in- 
dustry passed into committee in parlia- 
ment. Along with such measures as the 
creation of a more effective regulatory 
body, it includes one that drew gasps from 
the industry: foreign firms will be kicked 
out. Mululeki George, chairman of the par- 
liamentary committee and a stalwart of 
the African National Congress (ANC), said 
on October ist that “our long-term objec- 
tive is that there will be no role for foreign 
companies. All security companies in 
South Africa must be owned and run and 
controlled by South Africans.” The bill 
could become law in a couple of months. 

The security industry has caught many 
eyes. Since 1970, it has seen average annual 
growth of 30%. A report by CSFB, an invest- 
ment bank, suggests that as a share of the 
economy, it is the largest in the world. 
South Africans spent 11 billion rand ($1.6 
billion) last year on security services, or 
1.25% of GDP. Americans and Europeans 
spent less than 0.3%. Moreover, the indus- 
try is expected to grow by 12-17% a year 
over the next five years as insecurity 
grows. There was a 43% rise in bank rob- 
beries in the first eight months of 2001. 

Will the government go through with 
its plans to turf foreigners out? Reg Rum- 
ney of BusinessMap, a consultancy, says it 
would be “insane”. In the past year alone, 
foreign investors put nearly 1.8 billion rand 
into the industry as British-based compa- 
nies, such as Chubb, Apt and Securicor, 
and a Singaporean one, Secureco, bought 
up local businesses. It seems reckless, in a 
country short of jobs and plagued by 
crime, to ban outsiders from an industry 
that employs over 280,000 people. South 
Africa has three private security guards for 
every uniformed police officer. 

Foreign cash is rare in South Africa, an 
emerging market with a weak currency. 
Anti-foreigner legislation in the security 
industry would send a worrying message »» 





> toall foreign investors. André Gaum, of the 
opposition Democratic Alliance, claims 
that 150m rand of foreign investment has 
been put on hold because of this week's 
“ludicrous actions by cowboy comrades in 
the ANC”. British companies are checking 
if an investment-protection deal between 
Britain and South Africa signed in 1998 
will guard against the new law. 

But there are pressures to go ahead. Mr 
George cites increased security worries 
after September 11th. The government has 
long been nervous about armed ex-sol- 
diers and ex-policemen in the industry, 
who may be hostile to the multiracial ad- 
ministration. Some in the ANC argue that 
the industry is ripe for “empowerment”, 
with black-owned companies being given 
contracts to boost black wealth. That might 
be easier to do if businesses were locally 
owned. 

More cautious voices could yet prevail 
once the government realises how the leg- 
islation could damage South Africa’s in- 
vestment image abroad. And if doubts 
grew over the quality of the country’s priv- 
ate security? Then expatriates, among the 
keenest spenders on such services, might 
take themselves off to a place in less need 
of flame-throwers. m 


Takeovers in Germany 
Franconian 
fisticuffs 


FRANKFURT 


A hostile takeover bid is causing 
ructions in a corner of Germany 


66¢X70U can of course wait until the 

value of your FAG shares has risen 
by 51%. But you'll need to last as long as 
INA bearings.” Thus INA Schaeffler, a Ger- 
man maker of industrial bearings and car 
components, tries to tempt shareholders 
of FAG Kugelfischer, another bearing 
manufacturer, for which it has made a hos- 
tile takeover bid. 

The fight is an unusual one. First, it is 
taking place in Germany. Despite all the 
talk of watersheds and breaking moulds 
when Britain's Vodafone swallowed Man- 
nesmann last year, there has scarcely been 
a hostile takeover since. Second, it is a local 
derby. FAG, the world’s fourth-biggest 
bearing maker, and 1NA, the sixth-biggest, 
are from towns only 70km (43 miles) apart 
in Franconia, southern Germany. Third, 
the target is a quoted company, but the bid- 
der is not: INA is family-owned. This bid 
may not be the last in which a private firm 
hunts a listed one. 

FAG is scarcely ailing. Between 1998 
and 2000, pre-tax profits climbed from 
€26m ($29m) to €81m. Although INA says 
the two firms would make a good match, 


FAG’s bosses see nothing to be gained. 
They set more store by a recent alliance 
with Japan’s NTN, the world number 
three. Indeed, this alliance may be areason 
for INA’s bid. The Japanese could use their 
link with FAG to break into the European 
market for needle bearings, in which INA 
is strong; buying FAG would snuff out the 
threat. 

Besides doubting 1nA’s industrial logic, 
FAG criticises its lack of financial informa- 
tion. Like many German family compa- 
nies, the bidder publishes its turnover 
(€4.2 billion last year), but keeps profit fig- 
ures to itself. But how much will this mat- 
ter to shareholders, when so much cash is 
on offer? At €11 a share, INA is offering half 
as much again as the pre-bid share price. 
Although FAG’s management is promis- 
ing a counter-offer, it has its work cut out. 
There are rumours that INA already has 
control of 20% of the shares. Dresdner 
Bank, the target company’s main bank, has 
backed the offer, and a Dresdner man has 
quit FAG’s supervisory board. 

It helps Na that it is offering cash 
rather than shares, at a time when stock- 
markets are weak. So might other listed 
German companies fall prey to cash-rich 
private bidders? One possibility is Bude- 
rus, a specialist in heating technology, for 
which Bosch, a huge engineering com- 
pany owned by a foundation, is said to be 
mulling a bid. Bosch will not comment. 
But until a couple of weeks ago, the two 
had been in friendly talks, from which Bu- 
derus walked away with some rude re- 
marks about Bosch. Hermann Scholl, 
Bosch’s chairman, has also said that his 
company relies too much on automotive 
technology. Buying a firm such as Buderus 
would improve the balance. 

The worry for bosses of other quoted 
companies is that FAG and Buderus are 
not all that cheap. FAG’s shares had held 
their value in a declining market in the 
year before the bid; Buderus’s have been 
similarly strong. There may be other, bet- 
ter-value bargains for cash buyers. The pro- 
blem, with the stockmarket and the econ- 
omy both in such poor shape, is spotting 
the gold among so much dross. m 
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Face value The salvage man 


Can Takashi Hirayama save Japan’s worst retailer? 





IS candour is certainly refreshing. Ta- 

kashi Hirayama, the newish vice- 
president of Daiei, Japan's largest super- 
market chain, cheerfully admits that his 
company could rank among the world’s 
three worst retailers. Few would disagree. 
Once an undisputed industry leader, 
Daiei is now Japan's biggest corporate 
headache. Thanks to a whopping ¥2.6 
trillion ($22 billion) of debt, its interest 
payments exceed its income. Its unfash- 
ionable stores are losing customers by the 
day. For every lucrative asset it owns, it 
has dozens of duds. 

Last week, Daiei had to call for calm at 
an emergency press conference, after its 
shares plunged to an all-time low amid a 
flurry of bad news. Moody’s, a credit-rat- 
ing agency, had just slashed its rating to 
Caai, seven rungs down into junk status. 
Daiei is barely managing to break even 
(see chart). 

All this has raised doubts as to 
whether Daiei is any stronger now than it 
was last year, when it was pulled from 
the brink of collapse by four of its largest 
creditor banks. They poured ¥120 billion 
into the retailer, and have promised some 
¥500 billion more. Without their help, 
Daiei would almost certainly have gone 
bust. Mycal, a rival supermarket chain 
with similar problems on a smaller scale, 
but with fewer banking friends, collapsed 
last month. 

The lifeline from the banks, part of 
which has already been extended for an- 
other year, provides Daiei with much- 
needed security. Creditors are pinning 
their hopes on Daiei’s three-strong man- 
agement team, which is the retailer’s big- 
gest strength. Unlike Mycal, which earlier 
this year appointed a former police chief 
to supervise its restructuring plan, Daiei 
has picked some of the industry’s best 
salvage men, who are now implementing 
aggressive cost-cutting measures to en- 
sure that Daiei will at least meet its debt- 
reduction goals this year. 


Of the team, it is Mr Hirayama who 
has arguably the hardest and most impor- 
tant task. He must bolster Daiei’s sales— 
which have been dropping rapidly—by re- 
inventing its tired stores and products, 
and reviving disheartened workers. 
Meanwhile, the new president, Kunio Ta- 
kagi, a former Daiei man who spent the 
past decade at Recruit, a publishing com- 
pany and Daiei affiliate, will try to patch 
its finances together. Jiro Amagai, the new 
chairman, is a former bureaucrat from the 


Ministry of Economy, Trade and Industry. 


He will provide a link to the ministry, 
which polices Japan’s complicated laws 
on large stores. All three know how much 
is riding on their success. More than 
100,000 people, including suppliers, 
count on Daiei for a job. Its creditors, 
which include the biggest banks, would 
wobble alarmingly if Daiei went under. 

Yet Mr Hirayama, an old Daiei hand 
who left in 1991 and returned only last 
January, seems unperturbed by the enor- 
mous scale of his task. “Physically, this 
job is tough. But mentally and emotion- 
ally, I'm really happy. I love a challenge,” 
he beams. 

He has proved this before. Several 
years ago, he built Torius, Japan’s biggest 
shopping centre, in Kyushu in southern 
Japan. No stranger to adversity, Mr Hi- 
rayama helped to pull Daiei out of a spot 
of trouble in the mid-1980s, when the 
group fell into loss for the first time in its 
history. Some years later, he also turned 
around uNeed, Daiei’s supermarket sub- 
sidiary in Kyushu. After he left Daiei, Mr 
Hirayama set up his own consultancy in 
Kyushu. His success at UNeed won him 
many clients, especially retailers looking 
to revive their sagging businesses. 


Fathers and sons 

Mr Hirayama, a former university rugby 
captain, likens his love of uncertainty to 
the irregular bounce of a rugby ball, 
which leaves players unsure until the last 
second whether to attack or defend. Like 
the oval ball, he tends to confound expec- 
tations. In 1991, it was almost unheard of 
for a top executive such as Mr Hirayama 
to quit his job, especially after climbing 
steadily up Daiei’s ranks ever since join- 
ing as a university graduate. What made 
his decision even more surprising was 
that, for most of his career, he had been a 
favourite of Isao Nakauchi, Daiei’s charis- 
matic but dictatorial founder. Mr Hi- 
rayama looked upon Mr Nakauchi as a 





father figure, and left only because “fa- 
thers and sons shouldn't fight in public.” 

The two men clashed primarily over 
Mr Nakauchi's old-fashioned manage- 
ment style. Such traditional Japanese 
methods, Mr Hirayama argues, create pas- 
sive salarymen who are afraid of making 
mistakes, and are forever fretting about 
what their bosses think. He is determined 
to help Daiei’s employees to break that 
mould. Outspoken and unconventional 
himself, he claims, unconvincingly, that 
he might have become just as timid had 
he not left when he did. 

If Mr Hirayama surprised people by 
leaving Daiei, he astounded them by 
coming back. Why did he do it, when the 
company was in such a mess? “It’s be- 
cause I still have Daiei DNA in me,” he ex- 
plains. He would also, no doubt, love to 
surprise people once again, by turning 
Daiei around. To this end, he and Mr Ta- 
kagi have broken many Daiei taboos. Un- 
able to pull in customers on its own, 
Daiei has invited rivals, such as Fast Re- 
tailing, a successful casual-wear store 
chain, and McDonald's, to open outlets in 
Daiei stores. 

Daiei has little time to sort itself out: 
less than a year, reckons Mr Hirayama. 
Like other troubled retailers before it, 
Daiei has had to adopt the risky strategy 
of selling its best assets, such as Lawson, 
a convenience store, to pay down debt. 
Mr Hirayama knows that the odds are 
stacked against him. But he enjoys defy- 
ing convention and he has learnt to be 
plucky the hard way. “When I left Daiei 
ten years ago, 99 out of 100 people 
stopped speaking to me,” he says. “Noth- 
ing can be as frightening as that.” m 


Il the bad and the ugly 
Daiei’s: 
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Interest rates 





How low can they go? 


Central banks have reduced interest rates to their lowest levels for decades. But 
have they done enough to revive the sickly world economy? 


MERICA’S Federal Reserve cut interest 
rates by another half-point this week. 
The federal-funds rate is now 2.5%, down 
from 6.5% at the end of last year, and is at 
its lowest in almost 40 years. After recent 
rate cuts around the world, the average real 
interest rate in America, Japan and the 
euro area (the G3) has fallen to its lowest 
level since the 1970s. 

This aggressive monetary easing, com- 
bined with a large fiscal stimulus in pros- 
pect in America, has led some economists 
to predict a future upsurge in inflation. Ris- 
ing long-term bond yields signal that in- 
vestors are worried about inflation, they 
claim. However, comparisons with Amer- 
ican index-linked bonds suggest that the 
main worry for investors is not inflation 
but that the supply of bonds will soar as 
the government borrows more. 

That real interest rates in the big econo- 
mies are at their lowest for decades may 
appear to suggest that monetary policy is 
exceptionally loose. A closer examination, 
however, shows that this is somewhat 
misleading. Using headline consumer- 
price inflation, American real interest rates 
are now close to zero. But by the Fed's fa- 
voured measure of inflation, the core per- 


sonal consumption expenditure deflator 
(excluding food and energy), real interest 
rates stand at almost 1%, well above the 
lows of previous recessions. Moreover, in- 
flation on all measures is expected to fall 

again next year, which will push up real in- 
terest rates. 

Average real interest rates across the G3 
are historically low because of the extraor- 
dinarily synchronised global downturn. 
The last time American real interest rates 
were this low, in the early 1990s recession, 
real rates in the then booming euro area 
were 6.5%. Now the euro area and Japan 
are also in trouble. Surveys this week con- 
firmed that business and consumer confi- 
dence have slumped sharply in Europe 
and Japan as well as America. In The Econ- 
omist’s latest poll of forecasters, GDP 
growth forecasts for the big economies 
have been cut dramatically for next year 
(see page 96). CSFB now forecasts that 
global growth in 2002 could fall to its low- 
est in half a century. 

A better way to gauge the tightness of 
monetary policy is to compare nominal in- 
terest rates with nominal epr growth. An 
old rule of thumb is that, when interest 
rates are higher than the rate of growth in 
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nominal epr, monetary policy is restric- 
tive; when interest rates are lower, policy is 
expansionary. A crude way to understand 
this is to see, say, America’s nominal GDP 
growth as, in effect, the average return 
from investing in America Inc. If the aver- 
age return as measured by nominal GDP is 
higher than the cost of borrowing, invest- 
ment will expand. 

A recent analysis by uss Warburg finds 
that by this yardstick monetary policy is 
not particularly loose. In the year to the 
second quarter, nominal GDP growth in 
the G3 was 2.7%, roughly the same as the 
average interest rate. In the fourth quarter, 
as economies contract and inflation falls, 
nominal Gpp growth could well slow to 
barely 1%, its lowest since the 1930s. If it 
does, interest rates need to fall further. 

Japan is largely responsible for the dan- 
gerously low rate of nominal GDP growth: 
its nominal cpr has fallen by 2% over the 
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> past year, yet nominal interest rates cannot 
go below zero. But in America too, nomi- 
nal GDP growth looks likely to fall towards 
1% early next year as the economy shrinks. 
That is alarming. As inflation and nominal 
GDP growth approach zero, central banks’ 
ability to loosen monetary policy be- 
comes limited, as the Bank of Japan has 
painfully discovered (see page 72). 

Not only is monetary policy not yet suf- 
ficiently loose; it is also possible that, in 
this downturn, interest rates may be less 
powerful than usual in spurring demand. 
Massive excess capacity and the heavy 
debt burdens of firms and households 
may discourage new borrowing and 
spending. The unprecedented nature of 
the terrorist attack and its impact on confi- 
dence may also make consumers even less 
responsive to interest rates. If so, rates may 
need to fall by more than in the past to gen- 
erate enough demand for a recovery. 


Two-armed bandits 

In recent years, it has become accepted 
wisdom that monetary policy is more ap- 
propriate than fiscal policy for stabilising 
economies. Monetary policy is much eas- 
ier to reverse than spending increases or 
tax cuts, a crucial point given many coun- 
tries’ worrying long-term budgetary posi- 
tions. This is why Alan Greenspan, the 
Fed’s chairman, has advised caution on a 
fiscal stimulus. If a big increase in govern- 
ment borrowing pushes up bond yields, it 
will undermine cuts in short-term rates. 

Nevertheless, America is going to get a 
fiscal stimulus. Fiscal easing from tax cuts 
equivalent to 0.6% of GDP was already 
planned before September 11th. Now a fur- 
ther package with a total of up to $130 bil- 
lion (over 1% of GDP) may be added, tip- 
ping America’s budget from surplus to 
deficit. On top of extra defence spending 
and emergency disaster relief already ap- 
proved by Congress, there is strong sup- 
port for more spending and tax cuts. 

Bigger tax incentives for investment 
and a rebate for low-income earners seem 
likeliest, but there is no guarantee that ei- 
ther would boost spending anytime soon. 
Firms with excess capacity might not want 
to invest more and workers could simply 
Save any tax cut. A better idea has been 
suggested by Alan Blinder, an economist 
at Princeton University. He proposes that 
Congress should reimburse states for a 
temporary reduction in sales tax. This has 
the advantage that, because it is tempo- 
rary, it would encourage people to buy 
now, not later, and it would not damage 
America’s long-term budget position. 

At least America starts with a budget 
surplus. Japan already has a vast deficit, 
thanks to years of wasteful public-works 
projects funded in a vain attempt to revive 
its sick economy. Japan now has little 
room for a further stimulus. The euro area 
is also constrained by its needlessly restric- 


tive Hine pact”, under which budget 
deficits can exceed 3% of GDP only in ex- 
ceptionally severe recessions. 

This rules out significant fiscal stimu- 
lus. Indeed, if governments were to meet 
their intermediate targets for 2002, set in 
the framework of the stability pact, fiscal 
policy would need to be tightened in the 
euro area by an average of 1.5% of GDP 
next year. But there are no penalties for ex- 
ceeding these intermediate targets. So, 
thankfully, Europe’s governments have 
said that they will set them aside and al- 
low automatic fiscal stabilisers to work. 
Germany’s target for 2002 was to reduce its 
deficit to 1.0% of GDP. Because of slower 
economic growth, it is now more likely to 
reach 2.5% of GbpP—uncomfortably close to 
the 3% ceiling. Unless common sense kills 
the stability pact, Europe will have to rely 
largely on further monetary easing. 

The EcB and the Fed still have ample 
room to cut rates. Will they? Central banks 
are by nature cautious. But with inflation 
relatively low and falling, caution may 
now be more about ensuring that there is 
not a depression. The price, if they overdo 
it, may indeed be somewhat higher infla- 
tion in two years’ time. But better that than 
a deep global slump. m 


The rising R-count 


Rrrrrrrrrecession 


Journalists are writing us into a recession 


TES eee tp Ube ont £- wara ek 

for America. Using a computer data- 
base, we count for each quarter how 
many stories in the New York Times and 
the Washington Post include the word 
“recession”. It is no surprise, given recent 
evens tktthe E COEN Gs AAEE rea 
The Economist's R-word index accu- 
rately pinpointed the start of America’s 
recessions in 1981 and 1990. Unlike GDP 
figures, which are published after a long 
lag, the numbers are available instantly. 
Aa a a ria 

quarter year by a sharp jump 
a a ita 
ously always signalled that a recession 
had started. Puzzlingly, the rate dipped 
in the second Aake ai 
ter, however, e R-count jumped again: 
tir sga obea ponta 
early 1990s, when America was crawling 
out of recession. 

‘Nevertheless, America’s R-count, 
even since September 11th, remains well 
below its peak rate during the recession 
OF the ently 49905. In contret oie gota 
R-word index, which uses the two most 
international newspapers, the Wall 
Street Journal and the Financial Times (in 
which it is almost impossible, using a 


Afghan finance 


Mullah moolah 


FAIZABAD 
These are busy days for money- 
changers in Afghanistan 


OT everybody in Afghanistan cheered 

at the attack on the World Trade Cen- 
tre. “I identified with the people in that 
building 100%,” says Mohammad Tahir, 
whose $4,000-a-day turnover makes him 
the top money-changer in the Faizabad ba- 
zaar. “We are in the same profession.” 

Faizabad is the provisional capital of 
the bit of Afghanistan controlled by the Ta- 
liban’s opponents. At first sight it seems as 
far removed from global capitalism as itis 
possible to imagine. There is no financial 
press (indeed, no newspapers at all), no 
formal international trade, no banks and 
no legal framework to speak of. 

Look below the surface, though, and 
the usual rules more or less apply. Mr Tahir 
is a natural trader, whose eyes glint at the 
thought of arbitrage opportunities and in- 
sider information. Every day he talks rates, 
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crude computer search, to distinguish 
between recessions in America or else- 
where), has soared since September 11th, 
close to its peak of the early 1990s. 

One conclusion is that, even if Amer- 
ica’s recession proves relatively mild, the 
global recession could be severe as econ- 
omies around the globe sink in unison. 
Alternatively, perhaps financial journal- 
ists on these two papers, who have to 
spend more time writing about tum- 


bling share prices than other hacks, are 
feeling particularly gloomy. 
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THE DAIWA ANGLO-JAPANESE FOUNDATION 


DAIWA SCHOLARSHIPS 
2002 


Up to eight Daiwa Scholarships, tenable in Japan for twenty months, will be 
awarded in Apr | 2002 by the Trustees of the Daiwa Anelo lapanese Foundation 


The purpose of the scholarships is to enable young UK peuo from any 
academic or protessional background to ai quire a lasting knowledge ot lapan 


and japanese Culture ine luding a knowledge of spoken an ahi written Japanese 


Successtul candidates will take up their scholarships in Japan in September 2002 
and complete them on 30 April 2004. The first year (including a three-week 
homestay) will be spent at a Japanese Language School and will be followed by 
a combination of language study and work placement 


in addition to free language tuition and free travel to lapan, Scholars will receive 
grants at an annual rate of not less than 3,000,000 Japanese Yen to cover 


accommodation and living costs 


Candidates must be citizens of the UK, aged between 20 and 35 (by 1 January 
2002), and must have completed a 
equivs lent by the summer of 2002. Candidates alre ady engaged in research or a 


good standard of their first degree or its 


career may also apply, but graduates in Japanese or í andidate 5 who already have 


an equivalent proficiency in Japanese will not be considered 
l | | 


Preliminary selection will be in February 2002. Candidates on the final short-list 
will be interviewed by the Trustees in early April 2002 


Further information and application forms may be requested by post, fax or emai 
and downloaded trom our website: 


The Daiwa Anglo-Japanese Foundation 
Ref DS2002 
Daiwa Foundation Japan House 
13/14 Cornwall Terrace 
London NW1 4QP 
Fax: 020 7486 2914 
Email: scholarships@daiwa-foundation.org.uk 
www.daiwa-foundation org.uk 
Three copies of the i ompleted application torm together with 3 phi tographs 
must be submitted by post by Monday 3 December 2001. PLEASE DO NOT 
EMAIL YOUR APPLICATION, 
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I'll give you a dollar for the lot 


news and liquidity to his branch offices in 
other towns, first cranking the dynamo 
handle on his ancient, dial-less telephone, 
then being patched through via a munici- 
pal short-wave radio system. 

The exchange rate depends on the 
news, he explains, as a broadcast in Per- 
sian by the Bsc chirrups in the back- 
ground. When people think the Ameri- 
cans are going to bomb the Taliban, they 
buy the local currency, the Afghani. When 
they think the West may (once again) leave 
the anti-Taliban opposition in the lurch, 
there is a flight to American dollars. 

As well as trading four foreign curren- 
cies (Iranian, Tajik, American and Paki- 
stani), out of a large wooden box, with 
spreads of less than one per cent, Mr Tahir 
offers a cheap and speedy system of inter- 
national money transfer through his office 
in Pakistan. 

After a decade of headlong deprecia- 
tion, the highest-denomination 100,000 
Afghani note is worth about 80 American 
cents. Adding to the confusion, there are 
two near-identical versions of the same 
currency in circulation, both printed at the 
same place in Russia. The northern money 
has subtly different serial numbers, and is 
worth only half as much as the Taliban 
version. The latter can be used in the north, 
but not vice versa, reflecting both the Tali- 
ban’s opposition to outside influences and 
the even more parlous state of the north- 
ern economy. 

Barring some locally mined emeralds, 
rubies, lapis lazuli and salt, northern Af- 
ghanistan has little to export (legally). The 
region cannot feed itself, let alone sell food 
abroad. Local handicrafts are pretty but 
unmarketed. There is no central bank: a 
combined economics and finance “minis- 
try” manages the currency, rather haphaz- 
ardly in Mr Tahir’s view. “I have no idea 
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where this comes from, or how they de- 
cide how much to print,” he says scorn- 
fully, pointing at a vast stack of crisp new 
banknotes. “When they need dollars, they 
just print more Afghanis.” 

Drug money certainly plays a role in 
keeping the place afloat. Foreigners who 
travel in the region saw lots of opium pop- 
pies during the summer. Although forbid- 
den, poppies fetch ten times as much as 
wheat. Local farmers are as canny in their 
business as Mr Tahir is in his. m 


Financial regulation 


Ride the cycle 


Financiers are unhappy about rules 
forcing them to sell in falling markets 


INANCIAL regulators, busy crafting 

new Basel rules for bank capital, have 
been given a timely warning about how 
perverse such rules can sometimes be— 
from the insurance industry. Some bank 
supervisors are worrying that the pro- 
posed rules, due to be finalised next year, 
would force banks to sell assets to raise 
capital in falling markets, with dire conse- 
quences all round. 

A dress rehearsal is being played in the 
insurance industry, which suffered a dou- 
ble blow after September 11th: higher 
claims and falling asset values. There are 
fears that insurers may be forced to sell as- 
sets, not only to meet higher claims, but 
also to meet liquidity requirements or ac- 
counting rules. Europe’s biggest insurers 
are asking their governments, and the 
European Commission, to modify sol- 


vency and accounting rules that appear to 
push them into selling shares in a falling 
market: selling that would drive down 
prices further and, thanks to the rules, 
promptly lead to more selling. 

Britain's Financial Services Authority 
(FSA) acted on September 24th to relax 
rules governing the “resilience” (loss-ab- 
sorbing capacity) of equity portfolios 
owned by life-insurance companies. In fu- 
ture, resilience will be evaluated using 
“professional judgment” rather than the 
former “stress-test” of how a portfolio 
would fare in the event of a 10% fall in 
share prices. The aim is to prevent forced 
selling by insurers trying to pass the test— 
though investors might wonder about the 
value of a test that is meant to protect them 
but is abandoned as soon as it bites. 

British insurers have an average of 58% 
of their portfolios invested in equities, 
compared with the European average of 
37%, according to 1999 figures, so their lob- 
bying for relief is understandable. But 
French, German and Italian insurers are 
also urging regulators to iron out tax or re- 
porting anomalies. The French fret over 
having to report large equity losses on De- 
cember 31st, which will not be offset by 
gains on bonds. The Germans claim that a 
two-year-old tax reform encourages them 
to realise losses now, rather than later. 
Insurers fear that such rules may damage 
public confidence in the insurance indus- 
try and markets alike, though there is a 
large dose of self-interest at work too. 

In America, insurance experts have 
played down fears of damaging equity 
sell-offs, although A.M. Best, an insurance 
rating company, has said that insurers 
could face liquidity problems from re- 
demptions “if policyholders lose confi- 
dence in life and annuity insurers.” Insur- 
ers with significant investments in 
hard-hit industries such as airlines could 
also face liquidity pressure. But not all 
insurers, it seems. On September 26th, Ben 
Mosche, chairman of MetLife, a life-insur- 
ance company, boasted to a congressional 
hearing that his company had just in- 
vested $1 billion in equities “because we 
have enormous confidence in the resil- 
ience of our country and its economy.” 

Such bullishness might, however, be 
beyond the power of a bank saddled with 
the proposed new Basel capital rules. 
These rules want bank capital to track 
more closely banks’ own calculations of 
the risks they run. Such a risk-sensitive 
measure would tend to relax in good times 
and demand more capital in bad. That 
could force banks to call in loans and sell 
assets, exacerbating an economic down- 
turn. This phenomenon, dubbed “pro-cy- 
clicality"—with the rules tending to rein- 
force cyclical trends—is the “single biggest 
outstanding issue” in the unfinished Basel 
rules, argues Michael Foot, a managing di- 
rector atthe FSA. W 


Exchanges 


Lust for Liffe 


Will a takeover of Liffe kick off a series 
of mergers? 


INCE she became chief executive of the 

London Stock Exchange (LSE) last Feb- 
ruary, Clara Furse has made little secret of 
her ambition to take over Liffe, the London 
International Financial Futures and Op- 
tions Exchange. She finally wrote to Liffe 
on September 28th suggesting a deal: ru- 
mour has it that she is offering some 
£350m ($515m). Unless one of her competi- 
tors comes up with a better offer, she 
should find a willing partner in the resusci- 
tated derivatives exchange. 

As with its belated move to order-dri- 
ven trading and its decision to demutual- 
ise, the LSE’s stab at combining London’s 
equity and derivatives exchanges is over- 
due. Most other European exchanges, in- 
cluding Paris, Frankfurt, Milan and even 
Vienna, combined equity and derivatives 
exchanges long ago. 

Done well, such mergers make good 
business sense. They cut trading costs, be- 
cause equity and derivatives exposures, 
and thus margin requirements, can be net- 
ted off against each other. If, as is likely, 
this saving then leads to greater trading 
volume in each security traded on the ex- 
changes, liquidity will increase. A more 
liquid market further reduces trading costs, 
increasing volumes, and so on. 

Yet the much-ballyhooed cost savings 
and synergies of past mergers of deriva- 
tives and equity exchanges came ata price. 
A new, or much modified, trading plat- 
form was required to unite the merged ex- 
changes. In this case that would probably 
mean adapting either the Lse’s trading sys- 
tem, SETS, or Liffe’s Connect. Both are new- 
ish, and they use quite different technol- 
ogy. But building an entirely new system 
would be even more expensive and time- 
consuming than adapting existing ones. 
“Short-term synergies between the LSE 
and Liffe are not obvious,” comments Ma- 
nus Costello, an analyst at Merrill Lynch. 

The LsE may be best placed to acquire 
Liffe, but it is likely to face stiff competition 
from other exchanges. Under Sir Brian Wil- 
liamson, who took over in 1998 after its re- 
luctance to scrap its traditional trading 
floor had put its survival in doubt, Liffe has 
become a much-coveted asset. 

Two of the Lse’s European rivals, Deut- 
sche Börse and Euronext, have pots of cash 
after their flotations this year. Deutsche 
Börse likes Liffe’s money-market products 
and its technology. It already trades single- 
stock futures in a joint venture with Liffe. 
Euronext (formed by a three-way merger 
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between the Brussels, Paris and Amster- 
dam exchanges) is interested in upgrading 
its own weak derivatives market. From 
across the Atlantic, Nasdaq, the tech- 
heavy American stockmarket, and the Chi- 
cago Mercantile Exchange are both eager 
to establish themselves in Europe. A bid- 
ding war could easily push the price for 
Liffe to £400m or even more. 

Whichever exchange captures Liffe will 
be in a strong position to lead the expected 


consolidation of European stock ex- 


changes to come. Antoinette Hunziker- 
Ebneter, chief executive of virt-x, a virtual 
trading platform that linked the Swiss 
stock exchange with London-based Trade- 
point, thinks consolidation of derivative 
exchanges is mostly done, and that equity 
markets will be next. Ultimately two or 
three big trading platforms will dominate 
in Europe, she says. 

After Liffe, which exchanges will be 
next? A new rapprochement of London 
and Frankfurt, which tried and failed to 
merge last year, is unlikely. The LSE could 
take over Crest, the equity settlement 
agency, or the London Clearing House, 
part-owned by Liffe. Yet that would go 
against the Lse’s strong bid to keep settle- 


ment organisations separate from ex- 


changes in Europe. Teaming up with Euro- 
next would not be simple. Cross-border 
mergers are tricky; Euronext is an imper- 
fect combination of separate entities in 
three countries. That leaves virt-x. Neither 
Ms Furse nor Ms Hunziker-Ebneter are rul- 
ing out a merger. W 


Banking 
Hello Wall Strasse 


NEW YORK 


Deutsche Bank lists in New York 


NLY a month ago, listing on the 

New York Stock Exchange was an 
excuse to get a rock band to perform on 
Wall Street, or engage in some other 
publicity stunt. Reflecting a less frivo- 
lous time, Deutsche Bank quietly de- 
buted on October 3rd, having cancelled 
an elegant dinner at the SoHo branch 
of the Guggenheim Museum and de- 
cided not to fly a German flag over the 
NYSE. Instead, it gave a day’s worth of 
trading profits, $9m, to widows and or- 
phans of people killed in the attack on 
the World Trade Centre, plus another 
$5m to other charities. 

Deutsche, Germany’s biggest bank, 
already has a huge presence in New 
York through its acquisition of Bankers 
Trust and Alex.Brown in 1999, as well 
as its purchase on September 24th of 
Zurich Scudder Investments, a large 
mutual-fund company. Deutsche’s of- 
fices were badly damaged in the World 
Trade Centre attack. 

Listing on the NYSE required Deut- 
sche to become far more transparent in 
its accounting, a cost that its boss, Rolf 
Breuer, believes is outweighed by the 
benefits. These include access to the 
world’s most liquid capital market, an 
enhanced brand, and a bigger share- 
holder base. Its shares will be a cur- 
rency for acquisitions (rumours 
continue to point to Merrill Lynch as a 
target, though Mr Breuer is evasive on 
this) and allow options to be given to 
American employees. He expects 
worldwide trading in Deutsche shares 
to consolidate from the ten exchanges 
on which it is now listed to maybe 
three. 

The flipside of this will be more 
pressure on Deutsche to deliver share- 
holder value. On its pre-listing road 
show, American institutional investors 
were quick to question its high cost 
structure and its low returns from retail 
and private banking, admits Mr Breuer. 

Deutsche has built up large holdings 
in industrial companies. This is now 
broadly believed to be a poor use of 
capital. Mr Breuer says he would like to 
liquidate positions in the companies 
that are public—more feasible now, 
thanks to reforms to Germany’s capital- 
gains tax—but not at today’s low prices. 
Mr Breuer should remember that 
American shareholders are an impa- 
tient bunch compared with their Ger- 
man counterparts. He should not wait 
too long to deliver the promised goods. 
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Short-selling 
UnAmerican 
activities 


Short-sellers are once more under 
attack. Wrongly 


ULTURES, hyenas, corporate under- 

takers, profiteers. These are just some 
of the terms of abuse hurled at short-sell- 
ers, people who try to make money by sell- 
ing shares they do not own and buying 
them back later at a lower price. For the al- 
leged crime of causing stockmarkets to 
tumble after the attack on the World Trade 
Centre, short-sellers now stand accused of 
lack of patriotism, to boot. There is even an 
effort, says one American short, to damn 
them by association with Osama bin 
Laden, whose network is suspected of 
shorting the shares of airlines and insur- 
ers, exploiting inside knowledge. 

Paranoia? Perhaps. But people in au- 
thority, who should know better, seem to 
be listening to the rising din of populist 
cries against short-sellers. In America John 
LaFalce, a member of the House Financial 
Services Committee, has written to the Se- 
curities and Exchange Commission (SEC), 
demanding that it consider inhibiting 
short selling. After a private meeting with 
Britain’s Financial Services Authority, sev- 
eral institutions have said that, to curb 
short-sellers, they will stop lending shares. 
Most institutional investors, including 
pension funds, lend their shares through 
custodians for various purposes, includ- 
ing short-selling, in return for a fee. Itis a lu- 
crative business, unlikely to stop for long. 

Most shorting aims to hedge “long” po- 
sitions in shares, and does not drive down 
prices overall. Giuseppe Ciardi, a manager 
of a“long-short equity” hedge fund in Lon- 
don, is currently short the stock of Banque 
Nationale de Paris and long that of Crédit 
Lyonnais. Although this may hurt the 
shares of BNP, it exerts little or no down- 
ward pressure on the overall market, 
which is the main claim of opponents of 
short-selling, as shares in Crédit Lyonnais 
should rise by a matching amount. 

For individual shares, aggressive short- 
ing can force down the price, but it is a 
risky game. Practitioners take a lonely 
stand against the weight of most of the 
world’s money, which is typically bullish. 
If the price of a shorted share rises, the 
short seller still has to buy and deliver it 
whenever the lender wants it back. If 
other funds have gone short and need to 
buy back as well, there will be a “short 
Squeeze”, pushing the price up further and 
causing even more pain to the shorters. A 
long investor, on the other hand, can take a 
more relaxed approach to exiting his posi- 
tion, unless he has borrowed to buy 


shares, in which case his creditors may ap- 
ply pressure when the share price falls. 

Pure shorts, who take only short posi- 
tions, have long been a rare breed. The 
long bull market has made them even 
scarcer. Their bets against particular 
shares, often based on sound fundamental 
analysis, turned against them as the rising 
market carried everything, however du- 
bious, upwards. Most pure shorts today 
think of themselves as righteous unearth- 
ers of “fads, failures and frauds.” A tri- 
umph for short-sellers was the delisting 
from the Nasdaq stockmarket in August of 
AremisSoft, a software supplier now being 
investigated by the sec for alleged ac- 
counting irregularities. 

Short-sellers provide much-needed li- 
quidity to the markets, by selling shares to 
needy buyers and by buying falling shares 
from would-be sellers. They help to make 
it harder for speculative bubbles to form— 
though not impossible, as recent years 


Investment strategies 





have shown. Perhaps the rise of Internet 
Shares would have been less exuberant 
had there been more shorters. Dotcom 
firms floated only small chunks of their 
shares, which shot up partly thanks to re- 
stricted supply. “It was impossible to bor- 
row the stock to short,” says Mr Ciardi. 

There is, indeed, a case for making life 
easier for short-sellers, not harder. Some 
countries, such as Malaysia, actually ban 
short-selling. Plenty of others restrict it. In 
1999 the SEC invited comment on whether 
it should amend its “uptick” rule, imposed 
during another round of short bashing 
after the crash of 1929. Shares can be sold 
short, the rule says, only if the previous 
price move was upwards. Although Amer- 
ican shorts can evade this by trading in Eu- 
rope, fairness demands that they should 
get equal treatment to their more numer- 
ous long-only counterparts. It would be 
better to scrap the uptick rule than to add 
more restrictions. W 


The secret of Yale’s success 


NEW YORK 


The university’s endowment fund has done remarkably well 


IVEN the wretched recent perfor- 

mance of stockmarkets, any diversi- 
fied fund that has made money is doing 
well. For months, there have been ru- 
mours of something particularly un- 
usual going on at Yale University’s $11 
billion endowment, which has long pur- 
sued a quirky strategy that largely 
shunned publicly traded shares for illi- 
quid assets such as venture capital. 

Yale sometimes trumpets the results 
of its endowment. This year it was un- 
usually quiet. It has recently made avail- 
able, but only on request and without 
comment, its performance for the year 
ending June 30th: up by 9.2%. That is 
half its average rate of return achieved 
over the past decade—but it is arguably a 
far more impressive number. According 
to Morningstar, a research firm, in the 
same period a broad portfolio of Ameri- 
can shares would have lost 15%, and of 
global shares 24%. American mutual 
funds that invested in both shares and 
bonds lost, on average, 2%. 

David Swensen, who manages the 
endowment, was quite chatty about the 
composition of the portfolio before the 
start of the fiscal year, revealing that 
along with a huge stake in venture capi- 
tal, it was heavily invested in junk bonds 
and emerging-market securities. All 
three categories have been beaten up 
this year. So how did Yale do so well? 

Market rumour has it that Mr Swen- 
sen hedged his huge venture-capital 
holding by placing a massive short posi- 





Hands up if we should short Microsoft 


tion on publicly traded technology firms, 
which he kept during brief rallies before 
cashing in. Mr Swensen declines to talk 
about this. It is easy to see why, if the ru- 
mours are true. Short-sellers were un- 
fairly blamed for the crash of 1929 and 
are under attack again. Mr Swensen may 
fear a backlash. For an Ivy League uni- 
versity that is the president’s alma mater 
to seem to be betting against America 
may rub folk up the wrong way. Some 
bets may even have been short positions 
in firms run by Yale alumni. 

Yale’s minimalist reporting standards 
save Mr Swensen from daily public scru- 
tiny and criticism. That may have made 
shorting easier, and Yale richer. 
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Economics focus A yen for change 


Japan’s central bankers want a weaker yen. That is easier said than done 


ENTRAL banks around the world 

have been busily wielding their 
monetary-policy weapons in recent 
weeks in an effort to counter a widely ex- 
pected recession. After the terrorist at- 
tacks last month, the Federal Reserve and 
the European Central Bank were quick to 
cut nominal interest rates and to add li- 
quidity. In Japan, where the economy is 
entering its second decade of stagnation, 
the rescue effort was less ambitious, aim- 
ing mainly at holding down the yen. Yet 
even that is a formidable challenge. 

Arising yen is the last thing Japan 
needs. The country’s economic miseries 
are already myriad, including deflation, 
monetary and fiscal policies that seem in- 
capable of boosting demand, and a finan- 
cial system saddled with bad debts. An 
appreciating currency might be the final 
blow to its fragile economy. At the least, a 
stronger yen would make imports 
cheaper and exports dearer, adding fuel 
to the economy’s already roaring defla- 
tionary fire. Instead, the yen would need 
to fall by almost 10% to give a boost to 
manufacturers, even if only for the short 
term, according to Goldman Sachs. 

The yen’s last big surge occurred dur- 
ing the financial crisis in 1998. Since early 
2000, the yen had been steadily depre- 
ciating—until September 11th, when it 
spiked up by more than 2% against the 
dollar. That led the Bank of Japan and the 
Ministry of Finance to intervene in the 
currency markets. Since September 11th, 
they have sold more than ¥3 trillion ($25 
billion), hoping to keep the yen above 120 
to the dollar. 

A lot of fuss has been made over the 
“unsterilised” character of these interven- 
tions, because they seem to signal a new, 
arguably long overdue, willingness to 
loosen monetary policy. When a central 
bank wants to move exchange rates, it can 
buy or sell domestic and foreign bonds 
on the open market, depending on the di- 
rection that it wants its currency to take. 
One potential side-effect of this is to 
cause the money supply to rise or fall. For 
example, if the Bank uses its yen to buy 
dollar assets, it can flood the money mar- 
ket with new yen in exchange for the dol- 
lars it takes in. 

If it wants to offset this, it can mop up 
the extra liquidity by selling yen-denom- 
inated securities, neutralising the impact 
on the money supply, producing what is 
called a “sterilised” intervention. But the 
Bank claims—though some economists 


suspect they are exaggerating the extent 
of it—that recent interventions have been 
of the “unsterilised” variety. That would 
mean that it has let the extra money stay 
in the system, something the Bank has 
not previously allowed since 1945. 

Looser monetary policy usually re- 
sults in a weaker currency: more yen 
should mean cheaper yen. Also, as re- 
turns on short-term domestic securities 
fall relative to foreign ones, investors may 
move their money abroad. Yet the yen 
seems to be defying these foreign-ex- 
change fundamentals. 

Japan’s massive current-account sur- 
plus, the rich world’s largest, is one big 
reason. A country such as Japan, which 





invests its current-account surplus 
abroad, is quite likely to see its currency 
appreciate in a crisis. As risk-aversion in- 
creases, investors seek shelter at home, 
bidding up the domestic currency. Japa- 
nese investors, who have been burned by 
previous punts in foreign markets, from 
Eurobonds to New York property, were 
especially skittish even before the terro- 
rist attacks. Alas, for those who wanta 
weaker yen, the Japanese have a lot of as- 
sets to call in, with the equivalent of over 
25% of GDP invested abroad—more than 
any other country. 

Some of the pressure on the yen, how- 
ever, owes as much to the horrible condi- 
tion of Japan’s banks as to a declining 
appetite for risk. In an effort to spruce up 
balance sheets and to meet new capital 
requirements that took effect on Septem- 
ber 30th, many Japanese banks have 
been selling foreign investments and 
bringing home the cash. This may con- 
tinue, or even accelerate, if domestic in- 
vestments continue to flag. 

In the long run, the yen’s biggest ene- 


my is Japan’s worsening price deflation, 
which now runs at about 1% a year. Defla- 
tion gives Japan painfully high real inter- 
est rates even though nominal rates are, 
in effect, zero. The recent interest-rate cuts 
by G7 countries only hurt the yen’s rela- 
tive position: since Japan cannot trim 
rates any further, cuts by other countries 
make the yen even more appealing by 
comparison. The solution for the yen, as 
for the Japanese economy as a whole, is 
to halt deflation. 


Too little, too late 

While the central bank, with its much- 
trumpeted unsterilised intervention, may 
be attempting to signal a new vigour in its 
monetary easing, this signal lacks the 
credibility needed to defeat deflation. 
After responding well to the announce- 
ment of a new policy initiative, econo- 
mists are starting to question whether the 
Bank’s bite lives up to the bark. There is 
uncertainty both about how long the 
new liquidity will stay in the system and, 
more fundamentally, whether the inter- 
vention was as unsterilised as first 
thought. Certainly, the Bank has not 
moved explicitly to a new policy of ex- 
panding the money supply. 

Some Japanese lawmakers have be- 
gun to push for an inflation target, a pol- 
icy tool that has been successful in many 
other rich countries over the past decade, 
albeit in keeping inflation down, not 
eliminating deflation, a less common ail- 
ment that is, arguably, harder to cure. But 
there is at least one precedent. Takatoshi 
Ito, co-author of a recent book’, points to 
the example of the Swedish central bank, 
where inflation targeting was enacted 
amid the deflation of 1931. 

In the absence of broader policies to 
end deflation, which would almost cer- 
tainly cause the yen to weaken, the Bank 
is likely to have to intervene a lot more to 
keep its currency down. But whether un- 
sterilised or not, these interventions will 
not be enough to end deflation, so they 
may equally not be enough to constrain 
the yen’s rise against the dollar. The 
Bank’s actions in the currency markets, 
however encouraging they seemed at 
first, may be just further evidence of the 
tendency of Japan's policymakers to 
avoid tackling real problems head-on. m 


* “Financial Policy and Central Banking in Japan” by 
Thomas Cargill, Michael Hutchison, and Takatoshi Ito. 
The MIT Press. 





The terror next time? 


Just how difficult would it be for terrorists to get hold of weapons of mass 


destruction? 


N THE aftermath of the terrorist attacks 

on New York and Washington, those 
whose job it is to think the unthinkable 
were conscious that, for all the carnage, it 
could have been far worse. Fuel-laden air- 
craft slamming into buildings was bad 
enough. But the sight of some among the 
rescue workers picking over the debris 
with test tubes, followed by the sudden 
decision to ground all of America’s crop- 
spraying aircraft for several days, pointed 
to an even more horrible possibility. Were 
terrorists with so little calculation of re- 
straint to get their hands on weapons of 
mass destruction—whether chemical, bio 
logical or even nuclear—they would surely 
use them. How real is that threat? 

It is certainly not new. Among one of 
many warnings from American think 
tanks and government agencies in recent 
years, a report released last December by 
the cIA’s National Intelligence Council 
concluded baldly that, when it came to 
chemical and biological weapons in par 
ticular, “some terrorists or insurgents will 
attempt to use [these] against United States 


interests, against the United States itself, its 
forces or facilities overseas, or its allies.” 
Governments in America and Europe 
worry that Osama bin Laden, the head of 
al-Oaeda, the terrorist network thought to 
be behind the September 11th attacks, may 
already have access to such weapons, and 
be planning to use them in response to any 
American military strikes. The World 
Health Organisation has called on govern- 
ments around the world to be better pre- 
pared for such an eventuality. 

For groups prepared to engage in the ka- 
mikaze tactics seen on September 11th, the 
easiest way to spread poisonous or radio- 
active materials might simply be to fly into 
repositories of them, or to use lorries full 
of them as suicide bombs. As Amy Smith 
son of the Stimson Centre in Washington, 
DC, observed in a report released last year, 
there are some 850,000 sites in the United 
States alone at which hazardous chemicals 
are produced, consumed or stored. The ar- 
rest in America last week of a number of 
people who were found to have fraudu- 
lently obtained permits to drive trucks that 


carry such hazardous loads looks like a 
worrying confirmation of such fears. 

It is, nevertheless, likely that terrorist 
groups around the world are working on 
more sophisticated approaches to mass 
destruction than merely blowing up exist- 
ing storage facilities, or hijacking lorry- 
loads of noxious substances. Mr bin Laden 
himself has, in the past, called it a “reli- 
gious duty” to acquire such weapons. He is 
reported to have helped his former protec- 
tors in Sudan to develop chemical weap- 
ons for use in that country’s civil war, and 
has since boasted of buying “a lot of dan- 
gerous weapons, maybe chemical weap- 
ons” for the Taliban regime in Afghanistan 
that now harbours him. 


It’s harder than you think 

Even for determined terrorists, however, 
merely getting hold of chemical, biological 
or nuclear materials is not enough. Do-it- 
yourself mass destruction—whether of a 
nuclear, chemical or biological variety—is 
far from easy (see box overleaf). First, you 
have to acquire or manufacture sufficient 
quantities of the lethal agent. Second, you 
have to deliver it to the target. And third, 
you have either to detonate it, or to spread 
it around in a way that will actually harm a 
lot of people. 

The difficulties in doing all these things 
are illustrated by an attack carried out in 
1995 on Tokyo's underground railway. 
Aum Shinrikyo, a Japanese cult, released a 


potent nerve agent called sarin on five » 





> trains. The intention was to kill thousands. 
In fact, only 12 people died, and some 40 
were seriously injured—bad enough, but 
no worse than the casualty list from a well- 
placed conventional bomb. 

The cult's researchers had spent more 
than $30m attempting to develop sarin- 
based weapons, yet they failed to leap any 
of the three hurdles satisfactorily. They 
could not produce the chemical in the pu- 
rity required. Their delivery mechanism 
was no more sophisticated than carrying it 
on to the trains in person in plastic bags. 
And their idea of a distribution system 
was to pierce those bags with umbrella 
tips to release the liquid, which would 
then evaporate. 

The attack, in other words, was not a 
great success. Yet, of the three classes of 
weapon of mass destruction, those based 
on chemicals should be the easiest to 
make. Their ingredients are often commer- 
cially available (see table on next page). 
Their manufacturing techniques are well 
known. And they have been used from 


The weapons of choice 


time to time in real warfare, so their de- 
ployment is also understood. 

Biological weapons are trickier; and nu- 
clear weapons trickier still. Germs need to 
be coddled, and are hard to spread satisfac- 
torily. (Aum Shinrikyo attempted to de- 
velop biological weapons, in the form of 
anthrax spores, but failed to produce the 
intended lethal effects.) Making atomic 
bombs is an even greater technological 
tour-de-force. Manufacturing weapons- 
grade nuclear explosives (“enriched” ura- 
nium, or the appropriate isotopic mix of 
plutonium) requires a lot of expensive 
plant. Detonating those explosives—by 
rapidly assembling the “critical mass” 
needed to sustain a chain reaction—is also 
notoriously difficult. 


Joint ventures 

Terrorist groups working from first princi- 
ples are thus likely to run into formidable 
obstacles if they want to get into the mass- 
destruction business. Nevertheless, there 
may be ways round these. One quick fix 


Old scourges and new 


Not easy to make, but not impossible either 


HE world’s first experience of weap- 

ons of mass destruction came in 1915 
on the western front, when German 
troops released liquid chlorine from 
thousands of pressurised cylinders, let- 
ting the resulting gas drift in clouds over 
enemy lines. Chemical weapons have 
since been outlawed, but there are lots 
of easily accessible chemicals—including 
pesticides and fertilisers—that can do 
harm. Among the various blister, blood, 
choking and nerve agents, the latter, 
which include sarin and vx, are the 
most lethal. Yet it needs lots of chemical 
agent to create lots of casualties. De- 
pending on the weather, as much as 90% 
of the stuff that a terrorist might try to 
disperse in the open, either as droplets 
that can kill on skin contact or vapour 
that is lethal when inhaled, would have 
little effect. 

Biological weapons go back at least 
to medieval times, when besieging ar- 
mies tossed plague-infected corpses over 
city walls in an effort to spread disease. 
Modern biological agents are far more le- 
thal than even the most toxic chemical 
agents, though their effects can take days 
to appear. This makes them ideal terror 
weapons against civilians. But they are 
harder to use effectively. A terrorist 
would need to find the right lethal strain 
of a bacterium, such as anthrax or 
plague, and maintain its purity and viru- 
lence through processing, loading into 


weapons and dispersal. Since such or- 
ganisms need to penetrate deep into the 
lungs, they must be dispersed in a fine 
spray. An exploding warhead could do 
that, but would also destroy much of the 
agent. A crop-duster with the right modi- 
fications to its tanks might do better. 

The most worrisome biological 
agent, however, is smallpox. This is a vi- 
rus, rather than a bacterium, and there 
are only two official repositories of it, in 
America and Russia. But others may 
hold illicit stocks. Because the disease 
was eradicated 20 years ago, few people 
have immunity and it could spread 
quickly. The trouble for terrorists is that 
it is no respecter of borders either. 

Poisons manufactured by bacteria, 
such as botulinum toxin, may be more 
suitable for terrorism. These are, in ef- 
fect, chemical weapons of biological ori- 
gin. That makes them easier to handle, 
and means they kill immediately, rather 
than by growing inside the victim. 

The miniaturisation technology re- 
quired to deliver a small nuclear bomb 
would be beyond most terrorist groups. 
Radiological weapons are not: by 
shrouding a core of conventional explo- 
sive in plenty of radioactive material, 
contamination could be spread over a 
wide area. Though it would need heavy 
lead shielding during transport, such a 
device could easily be stashed in a truck, 
or even a suitcase. 
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Anthrax under the microscope 





would be to buy in the services of other- 
wise unemployed orill-paid weapons spe- 
cialists from the former Soviet nuclear-, 
biological- and chemical-weapons estab- 
lishments. At least some of these people 
are known to have washed up as far afield 
as Iran, Iraq, China and North Korea, but 
none has yet been directly associated with 
any terrorist group. 

In an attempt to reduce the risk of this 
happening, the United States has, over the 
past ten years, spent more than $3 billion 
dismantling former Soviet nuclear weap- 
ons, improving security at Russia’s nuclear 
storage sites, and keeping former weapo- 
neers busy on useful civilian work. But, as 
Ms Smithson points out, only a tiny frac- 
tion of this money—itself a drop in a 
bucket when measured against the scale of 
Russia’s sprawling weapons complex— 
goes towards safeguarding chemical and 
biological secrets. And even the nuclear 
side of things has sprung the odd leak. 

Over the past ten years there have been 
numerous attempts to smuggle nuclear 
materials out of the former Soviet Union. 
There have been unconfirmed suspicions 
that Iran, for one, may have got its hands 
on a tactical nuclear warhead from Russia. 
So far, though, police and customs officers 
have seized mostly low-grade nuclear 
waste. This could not be turned into a 
proper atomic bomb, but with enough of 
it, a terrorist group might hope to build a 
“radiological” device, to spread radioac- 
tive contamination around (see box). For- 
tunately, the occasional amounts of weap- 
ons-grade stuff that have been found so far 
fall short of the 9-15kg of explosive needed 
for a crude but workable bomb. 


Theories of deterrence 
Yet even if a group got hold of enough such 
explosives, it would still face the hurdle of 
turning them into a weapon. Hence the 
most effective way for a terrorist group to 
obtain one would be to find a sponsoring 
government that is willing to allow access 
to its laboratories or its arsenal. 

After the Gulf war, UN special inspec- »» 
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tors discovered that Iraq had been pursu- 
ing not one but several ways to produce 
weapons-grade material, and had come 
within months of building an atomic 
bomb. The effort, however, is thought to 
have taken a decade and to have cost Sad- 
dam Hussein upwards of $10 billion. 
Much of this was spent on acquiring the 
bits and pieces needed from foreign com- 
panies—sometimes through bribery, 
sometimes through deception. 

In similar ways, he amassed the materi- 
als and equipment, much of it with legiti- 
mate civilian uses in fermentation plants 
and vaccine laboratories, for his vast 
chemical- and biological-weapons pro- 
grammes. Although most of Iraq’s nuclear 
programme had been unearthed and de- 
stroyed, along with much of its missile and 
chemical arsenal, the inspectors were con- 
vinced, when they were thrown out of the 
country in 1998, thatimportant parts of the 
biological effort remained hidden. 

A glance at the list of state sponsors of 
international terrorism maintained by 
America’s State Department makes trou- 
bling reading. Most of the seven countries 
included—Iran, Iraq, Syria, Libya, Cuba, 
North Korea and Sudan—have chemical 
weapons already. Five are suspected of 
dabbling illegally in the biological black 
arts, and several have covert nuclear- 
weapons programmes, too. America’s De- 
partment of Defence estimated earlier this 
year that more than two dozen countries 
have already built weapons of mass de- 
struction, or else are trying to do so. 

So far, there is no evidence that any of 
these governments has helped terrorist 
groups to acquire such deadly goods. That 
may, partly, be because of widespread 
moral revulsion against their use. But self- 
interest on the part of the states involved is 
also a significant factor. It is one thing to 
give terrorist groups financial and logisti- 
cal support and a place to hide—a favoured 
tactic of governments on the State Depart- 
ment’s list as a deniable way of furthering 
their own local or regional ends. It is quite 
another to share such awesome weapons 
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with outfits like al-Qaeda, which no gov- 
ernment can fully control. 

On top of that, since the September 11th 
attacks, American officials, from the presi- 
dent down, have gone out of their way to 
emphasise that not only the terrorists in- 
volved in any future assaults, but also the 
states that shelter them, can expect to find 
themselves in the cross-hairs. 

Iraq has been the worst offender when 
it comes to wielding any of these weap- 
ons. It used chemical weapons in its war 
with Iran and in attacks against its own 
Kurdish population. Yet Saddam Hussein’s 
failure to use his chemical and biological- 
tipped missiles, or the radiological weap- 
ons he also had, against western-led co- 
alition forces during the Gulf war showed 
that, even when morality plays little part, 
deterrence can still work. America had 
made clear that, if he had deployed these 
weapons, he would have brought down 
massive retribution on both his regime 
and his country. 

The big distinction between the dan- 
gers of states obtaining such weapons and 
the danger of terrorists getting their hands 
on them, argues Gary Samore of the Inter- 
national Institute for Strategic Studies, in 
London, is precisely that, however hostile 
they may be, states are more “deterrable”. 
Mr bin Laden’s network has shown that it 
will stop at nothing. But are states such as 
Iraq and North Korea, which operate in 
other ways largely outside international 
law, deterrable enough to prevent them 
lending a secret helping hand to a group 
like Mr bin Laden's? 


Of intelligence and imagination 

America’s defence secretary, Donald 
Rumsfeld, argued this week that it takes no 
“leap of the imagination” to expect coun- 
tries harbouring terrorists to help them get 
access to weapons of mass destruction. 
Testimony from the trial of four bin Laden 
operatives convicted earlier this year for 
the August 1998 bombing of America’s 
embassies in Kenya and Tanzania revealed 
that their past military interest in Sudan 
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went beyond helping the regime make 
chemical weapons for its own war. In one 
case, Mr bin Laden was attempting to pur- 
chase uranium via intermediaries. 

Meanwhile, intelligence officials trying 
to assess the range of threats they now face 
worry that Iraq's past military links with 
Sudan may have been no coincidence ei- 
ther. In 1998 America bombed a Sudanese 
pharmaceutical plant which it said 
showed traces of a precursor chemical for 
vx, a highly potent nerve gas that inspec- 
tors believe Iraq had put into weapon 
form. Some observers speculate that, even 
if Sudan’s denials that it was manufactur- 
ing any such stuff are true, the country 
may have served as a trans-shipment 
point for supplies to Iraq. Might some 
weapons assistance have flowed the other 
way, possibly reaching Mr bin Laden’s net- 
work? Iraq denies it has had anything to 
do with Mr bin Laden, but there have been 
unconfirmed reports that one of the New 
York hijackers met a senior Iraqi intelli- 
gence official earlier this year in Europe. 

Yet even if no direct link is ever proved 
between a reckless foreign government 
and last month’s terrorist attacks on Amer- 
ica, western officials have long fretted that 
groups such as Mr bin Laden's will be able 
to exploit emerging new patterns of prolif- 
eration to gain access to nuclear, chemical 
and bug bombs. Despite attempts by west- 
ern-sponsored supplier cartels—the Mis- 
sile-Technology Control Regime, the Nu- 
clear Suppliers Group and the Australia 
group, which tries to track the trade in wor- 
rying chemicals or biological agents—the 
number of such suppliers has expanded 
over the past decade. Countries that were 
once entirely dependent on outside help 
for their covert weapons programmes, 
mostly from Russia and China, are now go- 
ing into business themselves. 

This is particularly disturbing in the 
context of the third obstacle to the use of 
these weapons: delivery. Working from 
original Russian Scud missile designs, 
North Korea has created a thriving missile- 
and technology-export business with Iran, 
Pakistan, Syria and others in the Middle 
East. Iran, in turn, has started to help Syria 
and possibly Libya (which had past weap- 
ons ties with Serbia and Iraq) to improve 
their missile technology. Egypt is still 
building on the expertise developed by a 
now-defunct missile co-operation pro- 
gramme with Argentina and Iraq. 

It is unlikely that such ballistic-missile 
technology would find its way into terro- 
rist hands any time soon. But two things 
are true of almost all technologies: as the 
years pass, they get cheaper, and they 
spread. Even if there is no immediate 
threat, it may eventually not be just hi- 
jacked aircraft that are flying into places 
that terrorists have taken a dislike to. And 
their “warheads” may consist of some- 
thing even worse than aviation fuel. m 
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No, realists can be optimists too 


Pointing out that “the end of history” hasn’t happened doesn’t require dropping 


into hyper-pessimism 


ee MANY people, the title of this book 
will bring a sharply raised eyebrow. In 
the new, post-September 11th world, do 
“great-power” relations still matter; isn’t 


“the tragedy” now being enacted on a dif- 


ferent stage? The answers are: yes, they do, 
and no, it basically isn’t. John Mear- 
sheimer, a professor of international rela- 
tions at the University of Chicago, has 
written a sensible if somewhat over-dark 
book, and the arrival of mega-terrorism 
does not destroy his argument. 

His target is the optimistic view of geo- 
politics that grew up after the cold war's 
end in 1989. He demolishes all the main 
components of that happy vision. 

The “end of history” is notin sight, even 
if it were true (which it probably isn’t) that 
everybody will before long be living in 
free-market democracies. There is not go- 
ing to be a “world government”; nation- 
states remain the chief shapers of world 
politics, not the grey, relatively powerless 
international institutions they have 
created. A more prosperous world will not 
necessarily be a peaceful one; states do not 
fight each other only for money. And it is 
not true that democracies, at any rate, will 
never fight one another; they may. some- 
times be cautiously slower to go to war, 
but national pride and clashing interests 
can get democracies too hitting each other. 

To replace this punctured illusion, Mr 
Mearsheimer offers a stern, perhaps exces- 


The Tragedy of Great Power Politics. By 
John J. Mearsheimer. Norton; 555 pages; 
$27.95 and £22 


sively stern, version of realist pessimism. 
Power is wielded by states. States fear each 
other, and the more powerful they are—in 
population, wealth and military clout—the 
more the others fear them. Each state has 
to look after itself; there is no higher au- 
thority it can call upon for help, no num- 
ber 911 it can telephone (999 to British 
readers) to bring in the global police. 

This is bleak enough. Mr Mearsheimer 
makes it even bleaker by explaining that 
he disagrees with the “defensive realism” 
proposed, say, by Kenneth Waltz in his 
“Theory of International Politics” (1979), 
which holds that states will be happy if 
they can preserve a balance of power that 
keeps them more or less safe. Mr Mear- 
sheimer prefers “offensive realism”. 

He believes that any given state’s uncer- 
tainty about what its rivals might be up to, 
and its fear that it will not be safe until it is 
top dog in its own part of the world, pushit 
into a constant struggle for at least regional 
hegemony. The only serious constraint on 
the struggle for hegemony is “the stopping 
power of water”, the fact that land ar- 
mies—still, in Mr Mearsheimer’s view, the 
decisive sort of military power—find it 
hard to move across the oceans. The world 
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remains anarchically violent. 

There are problems with this stark as- 
sessment; but they do not include the lat- 
est eruption of terrorism. The attacks on 
New York and Washington on September 
11th were a shock because of the way the 
terrorists worked: their polished organisa- 
tion, their ability to turn airliners into 
bombs, the linking of suicide and mass 
murder. But they were still operating, in 
the end, within the state power structure 
that Mr Mearsheimer is talking about. 

Terrorists need physical places to do 
their planning, their training, their 
manipulation of the money markets. 
These places may be tiny, movable and 
hard to detect. But they are still almost cer- 
tain to lie within the borders of a known 
state. A ship on the high seas would be 
hopelessly vulnerable; we do not yet have 
satellite-borne terrorists. The government 
of that known state can either admit it is 
powerless to control them, in which case it 
is confessing its lack of sovereign power, 
and the necessary anti-terrorist action can 
legitimately be organised by other coun- 
tries; or it can say that it does not want to 
control them, in which case it is in effect of- 
fering them its protection, and itself be- 
comes a legitimate target of the anti-terro- 
rist action. These new terrorists are using 
spectacularly new methods but they are, 
in basic geopolitics, no different from the 
pirates of the Barbary Coast. 

There are, however, two genuine 
qualms about Mr Mearsheimer's thesis. 
The first is military: he does not take suffi- 
cient account of the effect that new sorts of 
weapons can have on states’ geopolitical 
calculations. One major recent arrival on 
the military scene—precision-aimed non- 
nuclear bombs and missiles—may be con- 
siderably changing things, not least “the 
stopping power of water”. 
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It is probably true that most wars will 
still be decided by soldiers fighting on the 
ground. But the task of these soldiers is to 
kill the other side’s men, by the sword, the 
arrow, the machinegun or whatever new 
instrument the weapon makers can de- 
vise. The more precisely this new instru- 
ment can be aimed, and the farther away 
its aimer is from his enemy when he pulls 
the trigger, the bigger the advantage of the 
side that possesses the new weapon—and 
the fewer soldiers on the ground it will 
need. Precision-aimed missiles fired from 
miles away diminish “the stopping power 
of water” by cutting the size of the army 
that needs to cross the sea. 

The other qualm goes even deeper. In 
his determination to be icily clinical, Mr 
Mearsheimer comes close to saying that all 
States are alike in their will “to think and 
act offensively and to seek hegemony”; he 
declines “to classify states as more or less 
aggressive on the basis of their economic 
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or political systems”. This is the old cold- 
monster theory; and itis wrong. 

States are not indistinguishable entities 
driven solely by self-interest, powerful 
though self-interest undoubtedly is. Their 
policies are also shaped by what their peo- 
ple feel about other peoples, and these 
feelings are in turn shaped by such things 
as acommon ancestry, a similar culture, a 
shared body of political ideas. It was not 
out of self-interest alone that America 
came to Europe’s help against Hitler and 
Stalin. It is no accident that Europeans— 
well, most of them—have now been the 
first to offer America their support against 
terrorism. If it is wrong to say that democ- 
racies never fight each other, it is equally 
wrong to fall into the opposite error: to 
deny that, other things being equal, they 
are more often allies than enemies. 

Maybe those adjectives and nouns got 
mixed up. Perhaps, after all, we can now 
hope for a spell of realist optimism. m 


Aremarkably candid autobiography by a great business mogul 


Jack. By Jack Welch and John A. Byrne. 
Warner Books; 496 pages; $29.95. Head- 
line; 496 pages; £20 


T IS difficult to read far into this book 

without wondering, “Why was it writ- 
ten?” Why did Jack Welch, American icon, 
choose to undermine the myth? “Salem 
was a scrappy and competitive place,” we 
read early on about the Massachusetts 
town where he grew up. “I was competi- 
tive, and my friends were, too. All of us 
were jocks, living to play one sport or an- 
other.” Once a jock, always a jock. The 
man who captained General Electric at a 
time when it won a much-coveted prize for 
gathering the most shareholder value in a 
five-year period, turns out to have been an 
unblinkingly confident terrier who led all 
his teams thereafter with the same gutsy 
instinct he displayed on the sports grounds 
of Salem. (The American sub-title, 
“Straight from the Gut”, has been softened 
for the British market to “What I've 
Learned Leading a Great Company and 
Great People”.) 

His years at General Electric were spent 
in a whirl of meetings with Joes, Jims and 
Bobs, in towns like Cincinnati, Milwaukee 
and Boca Raton. He liked nothing more 
than to “wallow” in things with the lads, 
preferably down in “the Pit” at Crotonville, 
the company’s management-training cen- 


tre in New York state. General Electric’s 
share price outperformed most other com- 
panies’ for much of the 1980s and 1990s, 
the time when Mr Welch was at the helm. 

His success in the 1980s was heavily 
based on cost-cutting, mostly by shedding 
staff, which earned him the nickname 
“Neutron Jack”. He kept winning in the 
1990s by switching GE from manufacture 
to services, by going global and by embrac- 
ing (belatedly but wholeheartedly) the In- 
ternet. He rarely hit a bad ball. 

But jocks are first and foremost guys— 
guys who play sports. This is not a world 
for women. The self-congratulatory ses- 
sions that Jack and his mates held after 
they made a big sale and “blew the roof 
off” tended to be all-male affairs. Few 
women volunteered for this literally puke- 
inducing initiation—and it is probably not 
unconnected that few reached the com- 
pany heights. In Mr Welch’s world, 
women are primarily wives and mothers. 
A group of executive wives he praises as 
“great sports”. Of Lord Weinstock, a former 
British chairman of GEC, with whom Mr 
Welch once dealt, he writes: “He had race- 
horses stabled with the Queen’s thorough- 
breds, had elegant homes filled with great 
art, and had a spectacular wife.” 

Jocks also are small-town folk. On a 
clear day their horizons stretch about as far 
as New York. Their international perspec- 
tive is at best blurred. Mr Welch took to In- 


dia, where he was treated a bit like the vice- 
roy at the Delhi Durbar of 1877. (He liked it, 
too.) Europeans, however, were a different 
matter. The most disobliging stories in the 
book are about Mr Welch's dealings with 
Europeans: the first with a chief executive 
of Philips who stands accused of playing 
the shareholder-value game with rules not 
recognised by Mr Welch and his team; the 
second with Mario Monti, the European 
commissioner who told Mr Welch that his 
bid for Honeywell was unacceptable. The 
book records that the director-general of 
competition at the eu, Alexander Schaub, 
described as a “heavyset, round-faced Ger- 
man”, suggested that “Go home, Mr 
Welch” would be a perfect title for the last 
chapter of this jointly written memoir. 

When jocks are too old to run the field 
and strip off in front of their fellow jocks 
they turn to golf. Mr Welch scored here too. 
“I've met some of the world’s greatest hu- 
man beings playing golf,” he states. Hu- 
man beings, it turns out, like Bill Gates, 
Warren Buffett and Greg Norman. When it 
was being decided who should succeed 
Mr Welch, the candidates were asked to 
play golf with the board members in order 
to help them come to a decision. Suitable 
candidates, almost by definition, play a de- 
cent game. 

As a self-portrait of one of America’s 
most successful modern business leaders, 
“Jack” is remarkable for its candour. In an 
age of frankness and transparency, it 
shows us how powerfully jock culture per- 
sists beyond the college campus. The bat- 
tle of Waterloo, said the Duke of Welling- 
ton, was won on the playing fields of Eton. 
In Mr Welch's book, the battle for share- 
holder value was won, it seems, in the 
locker rooms of Massachusetts. w 





Head coach 





German fiction 


Forced normality 


Der Lebenslauf der Liebe. By Martin 
Walser. Suhrkamp (July 2001); 520 pages; 
DM49.80 


ARTIN WALSER is one of Ger- 

many’s most prolific and vener- 
able writers. Yet his reputation rests 
more on ambitious failures than on a 
single undisputed masterpiece. A few 
critics found that he had finally de- 
livered with “Ein springender Brunnen” 
(A bubbling spring), a semi-autobio- 
graphical novel published in 1998. Like 
Mr Walser, the story’s hero, Johann, is 
born in 1927. His inept father is a com- 
munist, his beloved mother a member 
of the Nazi party. As the world around 
him unravels, Johann retreats into po- 
etry. The novel won Germany’s top 
prize for new fiction, but was criticised 
for its silence on the Holocaust. In his 
controversial acceptance speech, Mr 
Walser declared that Auschwitz is too 
often used as a “tool of intimidation, a 
moral cudgel, a compulsory exercise”. 
Germans, he insisted, had moved on. 

His latest novel, “Der Lebenslauf der 
Liebe” (Love's course), can be under- 
stood as another attempt to show the 
extent to which things are back to nor- 
mal in Germany. The setting is Dussel- 
dorf, but could be any city in Europe or 
America. Susi Gern is the long-suffering 
wife of Edmund, a rich lawyer and phi- 
landerer. Susi seeks comfort with un- 
suitable lovers. Somehow the marriage 
survives, en only with Edmund’s 
death, after his fortune has vanished on 
the stockmarket. Susi is left with a dis- 
abled daughter and big debts. Eventu- 
ally she falls in love with a Moroccan 
half her age and marries again. 

The book has fine passages—Susi’s 
brushes with officialdom, for example. 
But these are rare. Mr Walser cannot 
leave anything untold. His empathy for 
Susi, though admirable, taxes patience. 
She herself has never finished a novel 
and would soon tire of this one. 

“Ein springender Brunnen” ended in 
1945, leaving readers to wonder how Jo- 
hann would deal with the full revela- 
tion of his country's horrors. Mr Walser 
is right that today’s Germans, particu- 
larly younger Germans, have in many 
ways put Nazism and the war behind 
them. But after the forced normality of 
his recent novels, you long to know 
what this serious and hugely talented 
writer really makes of the historical ex- 
perience of his own generation. 
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Richard Leacock 





The man with the mini-camera 


SARTILLY, NORMANDY 


A weekend talk with a pioneering documentary maker who changed how 


cameras film the real world 


HE first thing you are likely to notice 

when talking with Richard Leacock is 
that his eyes are never still. They dart from 
side to side with mesmerising rapidity, as 
if on alert for more of those miraculous 
revelations and coincidences that he has 
been recording, with ever smaller cam- 
eras, for over half a century. 

To fellow film makers, Mr Leacock is re- 
nowned as a liberator and iconoclast, a 
restless (and sometimes difficult) force for 
innovation. Those outside the profession 
who may never have heard his name will 
see the influence of his camerawork when- 
ever they turn on the news. 

In the first week of September, Mr Lea- 
cock was back from 8oth-birthday celebra- 
tions to mark his professional achieve- 
ments, both in New York and at the 
Massachusetts Institute of Technology, 
where he taught from 1969 to 1988. On a 
weekend stay at a tall stone farmhouse in 
Normandy across the bay from Mont St 
Michel where he now lives and works, he 
talked about his life and films. The con- 
versation was punctuated with dashes to 
the editing room to find samples of tape, 
with carefully chosen meals (he is an excel- 
lent cook) and with references to the auto- 
biographical memoir he is writing and 
hoping to publish with—or on—a digital 
video disc sampling his many dozen films. 

In the 1950s, when Mr Leacock began to 
make his own documentaries, a sage New 
York Tv news producer likened filming ac- 
tual events to “writing with a one-ton pen- 
cil”. Mr Leacock, who had perfected his 
craft in wartime Burma with a hand-held 
Eymo camera, changed all that. Without 
sacrificing its visual or expressive power, 
he made the film camera as light and un- 
obtrusive as a reporter's notebook. 

Ever quick to exploit new technical 
developments, Mr Leacock had by the 
early 1960s abandoned the impediments 
that made filming documentaries more ar- 
duous than staging opera: standing lights, 
sound cables, microphone booms and 
camera tripods. In search of what he calls 
“the feeling of being there”, he dispensed 
with scripts, voice-over commentary and 
dubbed background music. 

The results were documentaries of 
astonishing up-closeness and immediacy, 
many of them made or shot with his long- 
time collaborator and fellow path-breaker, 
D.A. Pennebaker. Their most famous film 
is probably “Primary” (1960), which fol- 
lowed Hubert Humphrey and John Ken- 





Film maker with sketching tool 


nedy as they campaigned in Wisconsin. 
Soon came synchronised sound, and Mr 
Leacock’s liberation was complete. The 
“fly-on-the-wall” documentary—his coin- 
age—had been born. 

In “Crisis” (1963), which recounts the 
first black enrolments at the segregated 
University of Alabama, we overhear both 
ends of the tense calls between Bobby 
Kennedy, the attorney-general in Wash- 
ington, and Nicholas Katzenbach, his man 
dispatched to confront George Wallace in 
Tuscaloosa. Cameras had never got so 
close to decision-making in real time. Not 
till afterwards did Messrs Leacock and Pen- 
nebaker learn, to their joy, that they had 
got both ends of the story. 


An early start 

For lunch, Mr Leacock serves Canary Is- 
land soup—a rich brew of pumpkin, pep- 
pers and sweetcorn—and talks about his 
life. Born in 1921, he grew up in the Canar- 
ies, where his father, a socialist, owned a 
banana plantation. As a precocious 14- 
year-old on holiday from school in Eng- 
land, young Leacock filmed the life story of 
a banana, all the way from dry soil to 
boxed crate, edited the results Russian- 
style with astonishing brio and sent them 
to Robert Flaherty, the leading American 
documentary maker of the day. “Some- 
day,” the great man responded, “we will 
work together.” This was no gentlemanly 
flourish, and though war intervened, the 
offer held. Mr Leacock served in an Ameri- 
can unit filming behind Japanese lines 
with Kachin marauders (he was decorated 
for bravery). On return, he filmed for Fla- 
herty on “Louisiana Story”, about oil and » 


> alligators in the deep South. 

His breakthrough came with Drew As- 
sociates, making documentaries for the 
small screen. But Mr Leacock bridled un- 
der television's constraints. He soon tired, 
he says, of the suspense-driven story lines 
Tv demanded: will the condemned man 
be reprieved? Will the racer win the cham- 
pionship? He relates how in 1967 he and 
Mr Pennebaker showed a Tv mogul “Mon- 
terey Pop”, the film record of a music festi- 
val that grandfathered the rock video. 
“This doesn’t meet industry standards,” 
grumbled the mogul. “Does it have any?” 
asked Mr Leacock. 

Politically, the tone of his work at the 
time was liberal, in the American sense. 
But it seldom had a simple or obvious mes- 
sage. It amuses him that many viewers 
thought that “Primary” favoured Kennedy, 
whereas he himself was then a Humphrey 
Democrat. A restless man, he had earlier 
tired of communism, just as later he aban- 
doned along engagement with alcohol. 

Though Mr Leacock loves an argument, 
he is impatient with theory and speaks dis- 
missively of “doctrinal bullshit”. The so- 
called direct cinema he and Mr Penne- 
baker started is often contrasted with the 
French cinéma vérité movement of the 
early 1960s, to which his close friend, Jean 
Rouch, belonged. Mr Rouch, for example, 
approves, and Mr Leacock disapproves, of 
staging events for a documentary. But the- 
oretical disputation has if anything 
strengthened the bond. In the Leacock 
photo album, the two friends can be seen 
on their travels, proudly sitting side by side 
on a moon-shaped sofa in Mao Zedong’s 
summer palace. 

Not that Mr Leacock is without firm 
ideas on his craft. Cameras, he thinks, 
should be small and unobtrusive, though 
never hidden. You should shoot in se- 
quence if you can, and without interfering 
or asking for actions to be repeated. As to 
editing, which video makes almost cost- 
less, he recommends this simple but effec- 
tive discipline: each evening, watch every- 
thing you have shot that day, without 
using the fast-forward button. 

Over breakfast, Mr Leacock serves ev- 
eryone, with ceremony, a boiled egg. The 
French word for this everyday delicacy is 
played on in the title of one of his most de- 
lightful films, “Les Oeufs a la Coque de 
Ricky Leacock”. It was made in 1990 soon 
after he moved to France, where he met 
and fell in love with Valérie Lalonde. They 
have lived and worked together since, 
jointly signing their films, now made on 
digital video. Mr Leacock likens them to 
sketching, and indeed the best have a cap- 
tivating freedom and lightness. 

“Les Oeufs a la Coque” was filmed in 
Paris and the French countryside. It is a 
cross between a love poem to Ms Lalonde 
and a city-symphony documentary, 
stitched in with a light-hearted parody of 


the social-enquiry film (subjects are 
shown eating their breakfast egg in all 
manner of ways). 

Sight-impaired critics have dismissed 
such work with all manner of rude 
words-—trivial, domestic, reactionary, irrel- 
evant and shapeless, to name a few. The 
complaints miss the point. As a camera- 
man, Mr Leacock is incapable of making a 
dull shot; and as a film maker, he has the 
remarkably pure cinematic gift of prick- 
ing—and keeping—our visual curiosity. 
Follow his camera where it leads, and you 
will seldom be bored. Fluid as they are, his 
best films have moments that shape the 
whole. He catches a great range of life, 
grand and humble, serious and everyday. 
Into his films, as familiar as friends, walk 
famous names: Leonard Bernstein, Nor- 


man Mailer, Andrei Sakharov, Igor Stra- 


History of children 


Little spirits 


Medieval Children. By Nicholas Orme. Yale 
University Press; 400 pages; $39.95 and £25 


Mea childhood has had a bad 
press. For years, historians pre- 
sented it as a lost age in which chil- 
dren—if they lived—were dressed as 
adults, put to work pitifully young, and 
beaten if they showed the weakness of 
their years. Nicholas Orme, a professor 
of history at Exeter University, has spent 
decades in the company of these little 
spirits. The picture he presents is a differ- 
ent and delightful one. His book is a trea- 
sure-house of everything to do with 
medieval children: their clothes, books, 
toys, games, the shape of their days, 
even their dreams. They dreamed a good 
deal about saints, as might be expected. 

Childhood, he insists, was seen as a 
distinct phase of life, and children were 
respected as individuals. Once born, into 
rooms darkened so that they would not 
squint, these children were usually 
loved and spoiled as much as the mod- 
ern kind. They were fed pap, shod in soft 
slippers, given badges to chew and 
wooden frames to learn to walk. As 
now, the total costs of the enterprise 
were sometimes added up and found to 
be daunting: not only bibs, swaddle- 
bands, petticoats and tail-clouts (nap- 
pies) but, before long, schoolbooks, 
boots and replacement of church win- 
dows broken by tennis balls. 

For all these similarities, however, 


there were stark differences. Perhaps half 


of all children did not reach the age of 
ten. To spare them the limb of hell re- 
served for the unchristened, they were 





vinsky. He is particularly good with peo- 
ple at work, be it a banana packer, a 
tent-rigger or a conductor directing strings. 
What Mr Leacock cannot do is preach. 

Regrettably, Tv airings of his work have 
dried up, even on art channels, and he has 
not used a camera in a year. It is lamenta- 
ble that much of his work is hard to get to 
see, and anyone who values the documen- 
tary tradition will hope that his proposed 
DVD-memoir succeeds. 

In the editing room, Mr Leacock at last 
unearths a tape of his war footage. Some of 
it is workaday, some grisly, some electrify- 
ing. Was anything in his career as exciting 
as those days? He has to think. He turns 
away to find more tape, and then replies 
with a grin, “Yes, there was: when I real- 
ised Pennebaker and I'd filmed both ends 
of that conversation in ‘Crisis’.” W 


baptised at birth. As they grew, they 
were protected against death and devils 
by pieces of holy bread put under their 
pillows. (In one extraordinary image, a 
father has a vision of his unbaptised 
dead child, buried in a shoe, bumping 
and tumbling in the shoe along a road at 
night.) Children were prone to play in 
hearths, crawl under log-piles, get 
crushed by carts. They were set to work 
early, hence many of the accidents. 
Their ideas of fun could be sickening: 
stoning horses or shooting arrows at a 
live hen buried up to the neck. They also 
played at being jousters and priests. 

Most strikingly, girls were virtually ig- 
nored. Mr Orme includes them wher- 
ever he can. But their child-lives, like 
their adult lives, paled beside those of 
boys. The rowdy schoolboys and ap- 
prentices take centre stage; behind them, 
stitching in a corner or singing to a doll, 
the girls remain as ghosts. 
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Nguyen Van Thieu 





Nguyen Van Thieu, South Vietnam’s war leader, died on September 22nd, aged 76 


N APRIL 1975 Vietnam's war was swiftly 

coming to an end. The communists were 
poised to enter Saigon, the South Vietnam- 
ese capital. Nguyen Van Thieu, who had 
led the South for a decade, said, “We will 
fight to the last bullet, the last grain of rice.” 
But the southerners were not in a Chur- 
chillian mood. Defeat was inevitable. On 
April 25th Mr Thieu was flown out in an 
American aircraft. His departure is de- 
scribed in “Without Honor: Defeat in Viet- 
nam and Cambodia”, by Arnold Isaacs. 


After dark, a small convoy of cars with us 
diplomatic licences drove past the military 
police checkpoint on to Tansonnhutair base. 
At the wheel of one of the cars, a large Chev- 
rolet, was the CrA’s Frank Snepp. In the back 
seat, awkwardly chatting about events and 
encounters far in the past, were the C1A’s sta- 
tion military expert Charles Timmes and 
Nguyen Van Thieu. As they passed the 
checkpoint, Thieu ducked his head...Next to 
a cC-118 transport Ambassador Martin 
waited to make his farewells. The South Viet- 
namese leader, sleekly dressed as usual but 
speaking hoarsely and with tears glistening 
on his face, thanked Snepp briefly, then trot- 
ted up the steps into the aircraft. Martin's last 
talk with Thieu had been nothing historic, 
he told Snepp later, “just goodbye”. 


Mr Thieu never returned to Vietnam. 
He lived for several years in Wimbledon, a 
suburb of London, and later moved to the 


United States to a house near Boston. He 
gave few interviews to journalists. He 
seemed reluctant to dwell on the humilia- 
tions of the past. In one of his last speeches 
to South Vietnam’s parliament he had bit- 
terly accused the Americans of “running 
away”, a cruel comment on a country that 
had lost nearly 60,000 of its people in the 
war. But now that Mr Thieu was a guest of 
the West, Confucian politeness prevailed. 
History is the loser for Mr Thieu's reti- 
cence. Among the vast and extraordinary 
cast of actors who made their entrances 
and exits in Vietnam during its 30 years of 
war he was remarkable in being on stage in 
some role throughout. 


Enter the French 

At the end of the second world war in 1945 
Ho Chi Minh, a Vietnamese guerrilla 
leader who had fought the Japanese, be- 
lieved that Vietnam would be recognised 
as an independent country, especially by 
the United States, which had supplied the 
guerrillas with arms and money. He wrote 
to President Truman on eight occasions, 
praising American anti-colonialism and 
looking forward to happy relations be- 
tween Vietnam and the United States. 
There seems to be no record of an Ameri- 
can reply, and the matter became irrele- 
vant when a general from France, the for- 
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mer colonial power, arrived in Saigon 
announcing, “We have come to reclaim 
our inheritance.” 

Mr Thieu, aged 22, a fisherman’s son, 
joined Ho's forces in fighting the French. 
But he discovered, perhaps naively, that 
Ho’s forces were communist as much as 
nationalist. “They shot people,” he said, 
“they seized land.” Mr Thieu joined the 
French who were promising to make Viet- 
nam a “free state” within the French Un- 
ion. They made him an officer in their Viet- 
namese forces, and sent him to France to 
polish his skills. 

When Vietnam was divided after the 
French defeat at Dien Bien Phu in 1954, Mr 
Thieu rose swiftly in the South's army, 
showing talent as a strategist in battles 
with northern forces, which from 1959 
sought to “liberate” the South. By 1963 he 
was a general and he joined a plot that re- 
sulted in the death of the president, Ngo 
Dinh Diem, who was suspected of helping 
himself to some of the $1.4 billion a year 
that the United States was giving South 
Vietnam. In 1965, when the first American 
troops went into action in support of the 
South, Mr Thieu was the head of the mili- 
tary government. Two years later he be- 
came president in a fixed election. 

Mr Thieu trusted few people, a wise 
policy: it turned out that even his intelli- 
gence agency was run by communists. He 
said he had had some luck, which he at- 
tributed to taking an astrologer’s advice by 
changing his birthday from a date in No- 
vember to one in April. He became a Ro- 
man Catholic, perhaps to please his wife, 
who came from a rich Catholic family, but 
like many Vietnamese he managed to di- 
vide his spiritual loyalties, occasionally 
worshipping at Buddhist shrines. 

The Americans had a high regard for Mr 
Thieu as a soldier, and averted their eyes 
from his dictatorial ways. As the French 
had done, they had put him through their 
own training courses and he had done 
well. Mr Thieu's view of American compe- 
tence was less complimentary. Over the 
years he watched with a mixture of anxi- 
ety and scepticism as a succession of presi- 
dents sought to help South Vietnam: Ken- 
nedy (who had provided “advisers”), 
Johnson (who sent in 550,000 troops, and 
is with Mr Thieu in our picture), Nixon 
(who started the withdrawal) and Ford 
(who wrote off the war). 

According to Mr Thieu, the numerous 
American commanders and other officials 
sent to Vietnam cared nothing for its cul- 
ture, did not feel a need to learn the lan- 
guage, foolishly trusted the North to 
honour agreements and were themselves 
victims of changeable policies by their 
masters at home. But set against all this 
was Mr Thieu’s disadvantage as an ally. He 
never thought it necessary to understand 
the ways of a democracy. m 
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senior Executive Programmes 


World Views | Individual Focus 


Ideas have always been Oxford’s currency. For 
generations, the University has inspired innovation 


through new ways of thinking, a different approach to the 


issues of the day. 


Templeton’s executive programmes are designed to open 
minds. The four-week Oxford Advanced Management 
Programme offers senior executives a breadth and focus 
unique among management development programmes. 
The Oxford Strategic Leadership Programme considers 
the nature of leadership and challenges you to examine 
how you lead. The Oxford Senior Executive Finance 
Programme focuses on the drivers of financial 
performance and equips you with an understanding of 
the elements of your business which create value. 


The programmes are fully residential and the College’s 
self-contained environment — Templeton is set in its own 
wooded parkland — offers an ideal location for learning 
and reflection away from distractions. 


An innovative faculty, discussion with global thought 
leaders and some of the world’s most international and 
high calibre programme participants together generate 
cutting-edge ideas — and new understanding of the way 
business works. Elements such as poetry, jazz and 
conversation are used to provoke personal insights. You 
will leave with an enhanced view of the global picture — 
and your own place in it. 





Please send details of (tick box) 


_ | The Oxford Advanced Management Programme 
__| The Oxford Strategic Leadership Programme 
_| The Oxford Senior Executive Finance Programme 


Name 


Job Title 








Company 


Address 











TN Zip/ Postcode 
Tel Fax 











For further information, please visit www.templeton.ox.ac.uk/ executive 


or return the completed coupon to: 


Dorothy Cooke, Templeton College, University of Oxford, Oxford 0X1 5Ny, England 
Tel +44 (0)1865 422734, Fax +44 (0)1865 422501, Email enquiries@templeton.oxford.ac.uk 
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London 


Business 
Leaders are not pald Schoo 


to make the Inevitable happen 





Senior Executive Our next Senior Executive Programme (SEP) will be the 50th since it began in 1966. Today, it is one of the 
Programme world's best strategic leadership programmes. Over the years more than 1,600 leaders of 75 different nationalities 
have attended and the programme regularly attracts CEOs, General Managers and Directors from a wide range 

Four weeks in which to of global industries. 


See er Ores Through three interwoven themes - strategy, leadership and transformation - you will have the opportunity to 


respond to some of the biggest challenges facing business leaders today. These themes are addressed by an 
outstanding faculty team including, Costas Markides, a recognised expert in strategic innovation, Jay Conger and 
Rob Goffee, both renowned for their research on leadership and Sumantra Ghoshal, whose work on strategic 
29 Sept - 25 Oct 2002 | transformation has received worldwide recognition. 


19 May - 14 June 2002 
(50th Programme) 


Designed to provoke thought, inspire creativity and strengthen leadership, the SEP will ensure that 
you return to work stimulated, energised and ready to implement your ideas for creating the future. 














Challenging 
leaders on} 7s Benes a 
to create RE Pe executive education 
the future Client Services 


Regent's Park 

London, NW1 4SA 

Tel: +44 (0)20 7706 6835 
Fax: +44 (0)20 7724 6051 


email: execinfo@london,.edu WWW. london ed u/execed/se p/ 


Liebe || 
Wire | 
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The University of Chicago Graduate School of Business | Europe 





Please reserve your attendance Worldwide campuses. World-renowned faculty. 


by email or telephone. 


sry October 23, 6:30-8:30 p.m, World-class M.B.A. degree. 


ENRON House, 40 Grosvenor Place 


SWiX 7EN A i d f t it 
ain world of opportunity. 
Wednesday. October 24, 6:30-8:30 p.m. 
Radisson SAS Royal Viking Hotel 
Vasagatan 1 

Paris 

Thursday, October 25, 6:30-8:30 p.m. your job or relocating. Base your studies in Barcelona; then participate in high- 
CNP Assurances, 4 Place Raul Dautry 
Prague 


Tuesday, November 6, 6:30-8:30 p.m. 
PriceWaterhouseCoopers And establish a global network of accomplished peers. 


Business Community Centre 


The Chicago GSB Executive M.B.A. Program Europe spreads 16 weeks of class 


sessions over 20 months so you can earn this renowned degree without leaving 


level exchange with executives at our Chicago and Singapore campuses. Learn 
how to think, not what to think, from the most acclaimed faculty in the world. 


Katerinska 40 If you are a top-level manager seeking an unparalleled general management 


Warsaw education, join us for one of our information receptions. 
Wednesday, November 7, 6:30-8:30 p.m. 
Andersen Warsaw Financial Centre And be among those who shape the future. 
16th Floor 

Emilii Plater Street 53 Chicago GSB Executive M.B.A. Program | Europe 
Frankfurt 


Thursday, November 8, 6:30-8:30 p.m. Ee Se i 
ENRON Energie GmbH email miriam.fisas@gsb.uchicago.edu 


http://gsb.uchicago.edu/execM BAeurope 
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‘On: 


ADVANCED MANAGEMENT 
PROGRAMME 


Developing global leaders 






INSEAD's flagship programme has won international recognition. It offers 
an unrivalled forum for learning, reflection and exchange for senior 
executives and business leaders. 


27 January 7 Do you fit the profile? 


22 February 2002 Our rigorous selection process brings together accomplished executives from a wide 
nine PE FENERE variety of cultural and corporate backgrounds. Programme participants are General 

; Managers who have at least 15 years' managerial experience and their sights set for 

i 30 June - the top. This distillation of quality makes the Advanced Management Programme 

26 July 2002 an exclusive meeting-place for those who contribute to shaping the world's economy. 


Learning 

- confront the challenges of change, innovation, globalisation and the growth 
of e-business 

- develop your leadership qualities. 


Reflection 

- set time aside for self-assessment, analysis and taking stock of your professional 
and personal life 

- challenge conventional routines and fads. 


Exchange 
- experience different cultural beliefs and systems 
- network and debate with your peers. 


in Fontainebleau 


A unique microcosm, a unique environment 


INSEAD’s Fontainebleau campus, in surroundings of great natural beauty, provides 

a privileged and intimate setting for the Advanced Management Programme. 

This prestigious four-week programme is directed by an international Faculty, 

all acknowledged leaders in their field. Programme participants represent the highest 
standards of business performance from more than 30 countries around the world. 
This is a unique opportunity to build on what you have already learned and done, 
and plan how to turn your ideas into actions. 


The INSEAD Advanced Management Programme: 
take a leading role in your organisation, and control of your life. 


To apply for the Advanced 


Management Programme, 
or to receive information, 


please contact Allison Wheeler: “The combination of seasoned executives with a wide ranging and stimulating academic 
program, creates extraordinary opportunities for professional growth and personal insights.” 


allison. wheeler@insead.fr President Global Prescription Business, Pharmacia Corporation, USA 
or call 33(0)1 60 72 44 17 
Enrichment through diversity 
Europe campus: execed.europe@insead.edu Asia campus: execed.asia@insead.edu 
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[ESCP-EAP MBA] 


INTERNATIONAL 
MBA İn Paris 


THE PRACTICE 
OF TRADE POLICY 


December 2-14, 2001 






This program is designed for senior officials responsible for 
international trade negotiations from both developed and 
developing countries. The Practice of Trade Policy: Economics, 
Negotiations, and Rules is an intensive, interactive program where 
pepan will learn to: 

* analyze international trade policy, 
* work with key institutions, 
* negotiate agreements, and 
- resolve disputes. 


Entirely in English, the ESCP-EAP MBA in Paris 
is an unusually multicultural experience, with over 
20 nationalities on the student body and faculty 
















Designed for experienced participants, it combines 

core Courses in Paris with a wide range of electives and 

international seminars 

ESCP-EAP MBAs lead to senior positions world-wide: join 
the network of 19,000 ESCP-EAP graduates in 65 countries 


EQUIS and AMBA accredited. 


Next Session — January 2002 
For more information about 


this course, please contact: 
Enrollment Services 

Phone: (61 7)496-0484, ext. 228 
Fax: (617) 495-3090 

E-mail: KSG_ExecEd@Harvard.edu 
Internet: http://www.execprog.org 


Contact MBA Admissions: mba@escp-eap.net 
+33 1 4923 2759 - 79 avenue de la République — 75011 Paris 


With faculty and campuses in Pars, Oatord, Madnd and Berlin, ESCP-EAP develops 
business keaders and advances transnational learning and research in management 


ESCP-EAP 
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European School of Management 






HARVARD UNIVERSITY 
Jobn F. Kennedy School of Government 





Learn everywhere. Manage anywhere. 





Wannabes can cut out this label 
Real business talents earn it 


Vlerick Leuven Gent 
Management School 
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Most business schools are rightly proud of their name. Although it's a feeling we share we believe that the quality 
and content of our training is far more important than the strength of the name. That's why our MBA and Master 
programmes stand for highly instructive education, rather than an ineredibly expensive label on your C.V. We immerse 
you in the reality of entrepreneurship and international business, by combining the no-nonsense mentality of the Belgian 
people with the academic traditions of our best universities: the Katholieke Universiteit Leuven and Ghent University. 


Like to find out more? Browse our website or call, write or email us. 
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Learning the practical value of knowledge 
Oak Leuven Gent Management School, Bellevue 6, 9050 Gent, Belgium  T +32 9 2109899 © F +32 9 2109700 + E-mail: info@vierick.be 
www.vierick.com 
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papers. Learn 
leaders/authors (many are millionaires). rer À 
members wanted. Rushmore University, 1 . 
7622, ec@rushmore.edu, www.distancemba.com 


Study Hotel & Tourism Management 

in London where you can experience 

all the major chain hotels, gain an 

international qualification and also London Hotel School 
improve your English. Courses start every month. Complete one 
year theory and one year's salaried internship in a London Hotel. 


London Hote! School 
Springvale Terrace 
London W14 OAE 


Call us for a brocure 44 20 7665 0000 
e-mail: registrar@ londonhotelschool.com 
Website: www.londonhotelschool.com 


UNIVERSITY DEGREE 


Pee For Life, Work and Academic Experience 
à Degrees for people who want to be more effective 
and secure in their Jobs or Professions. 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your r 
life and work experience, University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken. 
Not Accredited by an agency recognized by the U.S. Secretary of Education, 
Our graduates are recognized for their achievements in business and industry. . 
We will assist you in completing your degree requirements at your own pace 
through home study, 


Distance 
Since 1976 Send/fax detailed resume for a SANEREN ALA 


24,000 Pacific Western University 
Alumni 1210 Auahi Street. Dept. 137, Honolulu, HT 96814-4922. (808) 597-1909 
Worldwide USA CALL: (800) 423-3244, ext. O UK: 0800-960-413, ext. 0 


Fax: (310) 446-5288 e-mail: admissions@pwu-hi.edu http://www.pwu-hi.eduu 


Amsterdam 
Institute of Finance 


In cooperation with the faculty of 
INSEAD 
Upcoming Courses 2001-2002 


Real Options (Oct. I8- 


Valuing Commercial Banks (Oct. 22 - 
Foundations of Finance (Nov. | - 


Banking and Financial Markets 
in Eastern Europe 


(Nov. |4 - 
Asset and Liability Management (Dec. 3 - 
Financial Restructuring and IPOs (Dec. 10 - 
Negotiation Analysis (Jan. 16 - 
Advanced Valuation (Jan, 21 - 
Mergers and Acquisitions (Jan. 21 - 
Financial Risk Management (Feb. 4 - 
Venture Capital Investments (Feb. || - 14) 
For information, please visit our Web site or contact us directly, 
AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 


telephone: +31-20-5200160 - fax: +31-20-5200161 


e-mail: info@aif.ni - internet: www.aif.nl 
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You can earn a Top 5 
US MBA in Europe - 
and carry on working 


ge THE DUKE MBA 


Join us in the 
following cities for 
information on 
Duke's MBA 
programs. We will be 
available to answer 
questions at the fair 
and throughout the 
day. If you are unable 
to attend these events, 
| contact Felix B. Müller 
f to arrange a personal 
~ meeting. 


i, 
A Western Europe 


Paris: Saturday, October 6 


_” Tuesday, October 9 


Madrid: Thursday, October 11 
Frankfurt: Saturday, October 13 
Central Europe 
Berlin: Monday, October 15 
Warsaw: Thursday, October 18 
Moscow: Saturday, October 20 
St Petersburg: Tuesday, October 23 
Prague: Thursday, October 25 
Istanbul: Saturday, October 27 


For details on these MBA fairs, visit 
www.topmba.com. For a full list of events 
at which Duke will be present, visit our 


website at www. fuqua-europe.duke.edu 


DUKE 


Telephone Europe 
+49 69 9726990 
Telephone US 


+1 919 660 7863 THE FUQUA 
E-mail 


SCHOOL 
europe@fuqua.duke.edu OF BUSINESS 


[We Educate Thoughtful Business Leaders 
W 


orldwide 


www.fuqua-europe.duke.edu 
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Lombard Street Research Led. JOB HUNTING INTERNATIONALLY? 


Economic Research and Consultancy 


Executive $75K-SOOK+.. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1 202 4781698 cpamerica(@ecareerpath.co,uk 
Europe +44 20 75048280  cpeurope@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia(@bkk.loxinfo.co.th 


Economists 


Lombard Street Research wishes to recruit two economists to work on its UK 
and International Services. The company is highly regarded for the quality of 


its research, in particular the accuracy of its macro-economic forecasting, and 
can claim to be the leading independent economic research company in the 
city of London. 

The position would suit recent economics graduates with some work 
experience. Salaries are to be negotiated. 

Applicants should apply in writing to: 

Nick Hill, Lombard Street Research, 30 Watling Street, London EC4M 9BR or 
email to nicholas. hill@lombardstreetresearch.com 


EXECUTIVES WANTED $100K-$1M 
Europe/Asia/Middle East/U.S./Affordable/ Easy/On Target 
Serving the World's Top Executives 


www.executivejobfinder.com 
-<Mecutive T: +1.415,383.6200 F; +1.415.388.5164 


ob finder Email: info@executivejobfinder.com 
J 





Courses 


DW tats instinte 


Leam how casy it is 10 become a Cenified Professional 
Consultam (CPC) in your own field Write for free 
catalogue. 
The Consultants Institute 
Dept EK, 0466 
Prince William Street, 
Princess Anne, MD21853 USA 
Fax: (41063! 4885 
www.consiltantsinstitute,com 










Intensive 12-Month M.S.in 


COMPUTATIONAL 
FINANCE 


apply now for Fall 2002! 
http://compfin.cse.ogi.edu/ 


ZY OGI SCHOOL OF SCIENCE & ENGINEERING 
OREGON HEALTH & SCIENCE UNIVERSITY 







Georgetown University’s Edmund A. Walsh School of Foreign Service launches 
searches to fill two tenured or tenure-track positions in science, technology, and 
international affairs 


The Henry R. Luce Professorship 
in International Relations and Information Technology 


Scholars whose work explores the impact of the information revolution on world politics are invited 
to apply for the newly-created Henry R. Luce Professorship in Intemational Relations and Information 
Technology, Candidates might be established professors in international relations who are now 
turning their research attention to the ways in which communications technologies and the digital 
revolution are altering patterns of political and economic relations. Alternatively, they might come 
from the ranks of scientists, engineers, or scholars in information, communications, science policy, law, 
economics or business, seeking to offer a fresh perspective on information technology and foreign 
policy issues. Academics at all levels are encouraged to apply. 





FAIRFAX UNIVERSITY 


Home Study Degree Program 


Established in 1986, Fairfax University 
in the USA offers mid-career/senior 
professionals accelerated, fast track, 
distance-learning,home-study 
programmes at the Bachelor's, 
Master's and Doctoral degree levels in 
many subject areas. International 
faculty. Credit for prior learning/ 
experience/published works. Assess- 
ment based on projects/ 
assignments. No residency 
requirements. Year-round admissions. 


For details: Email: info@fairfaxu.edu 
Tel: 225.295.5655 
Fax:225.298.1219 

Web site: www. fairfaxu.edu 


MBA - distance learning 


+ MASTER IN BUSINESS 
ADMINISTRATION 

+ NATIONALLY ACCREDITED (AMERICAN) 

* NO CLASS ROOMS — STUDY FROM 
WHERE EVER YOU ARE IN THE WORLD 

* NO SEMESTERS — START YOUR 
PROGRAM 
TODAY — 12 WEEK COURSES 

* E-GLOBAL LIBRARY 

+ SERVING 50 000 STUDENTS 
WORLDWIDE 

AZALIAH GLOBAL EDUCATION GROUP 

20 000 graduates since 1990 


091 505 8831168 www azailian net 
18008015880 (in US) contact us: info@azaliah.net 


INVITING GLOBAL PARTNERS 


Housed in the Program in Science and Technology in International Affairs in the School of Foreign 
Service (as described in the next search), the Luce Professor will be charged with encouraging 
collaboration among the Georgetown faculty from many different academic disciplines in considering 
the impact of the information age on international relations (visit www,georgetown.edu / sfs} 


The Henry R. Luce Professorship in International Relations and Information Technology has been 
established with a grant to the Georgetown School of Foreign Service from the Henry Luce Foundation 
of New York. 


Assistant Professor in Science, Technology and International Affairs 


Candidates with a Ph.D. who specialize in the study of policy related to business, information and 
communications technology are especially encouraged to apply for this tenure-track position in the 
School of Foreign Service's Program in Science, Technology, and International Affairs (STIA), although 
candidates in all the sub-fields listed below will be considered 


The STIA program (see www.georgetown.edu / ais/ programs /stia) offers an undergraduate major to 
more than 100 students in the Walsh School of Foreign Service. It addresses the intersection of science, 
technology, business and government in an international context, and is organized into four sub-fields: 
“Business, Information and Communications,” including the impact of innovations in information 
technology on business, government, and international affairs; “Biotechnology and International 
Health,” including political, economic, cultural and social factors; “Technology and Security,” 
including nuclear proliferation, technology and military strategy, and unconventional security threats; 
and “Environmental Science, Politics and Economics.” 













Teaching French to adults for 32 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 '/: hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts Oct.29,Nov.26 and all year 
06230 Villefranche/Mer EJó, France. Tel: (33) 493 0188 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


REAL ESTATE AT MIT 


Our graduates build the future; you could too! 
Find out about MIT’s 1-year MS in Real 
Estate degree program, a comprehensive 
course of study located in the richest acade- 


Successful candidates for these positions will be judged on the basis of their record in both teaching 
and scholarship. Applications will be reviewed beginning December 10, 2001. New applications will 
be accepted until he position is filled. Georgetown University is an equal opportunity / affirmative 
action employer. Candidates should submit a statement of interest, vitae, and the names of three 
referees to: 





Chair, Luce Professorship and STIA Search Committee 
c/o Dr. Peter Dunkley, 
Associate Dean for Faculty Affairs 
Edmund A. Walsh School of Foreign Service, 301 ICC Bidg. 
Georgetown University, Washington, DC 20057 


Landegger Chair in International Affairs and International Business Policy 


Georgetown University’s Edmund A. Walsh School of Foreign Service seeks to fill the Kari F 
Landegger Chair in International Business Diplomacy. Senior level and exceptional junior level 
scholars are invited to apply for this tenured or tenure-track appointment in the interdisciplinary fields 
of International Affairs and International Business Policy (www.georgetownvedu / sfs / ibd) 


Applicants should have a Ph.D. in International Affairs, Political Science, International Political 
Economy or International Business with competence in international business strategy, public policy 
and international business-government relations, Knowledge of Japan and the Asian region is 
desirable. The successful candidate will have a strong record in both teaching and scholarship, 


Candidates should submit a statement of interest, vitae and the names of three referees. Applications 
will be reviewed beginning November 9, but applications will be accepted until the position is filled 





mic and social environment in North America. 
MIT/CRE Application deadline: Feb. 15, 2002. 


Visit our web site: Attp://web.mit.edu/cre/www 


The Global Partnership for © Massachusetts Institute of Technology 


Industry & Education Center for Real Estate 
77 Mass. Ave. W31-310, Cambridge, MA 02139 


Georgetown University is an equal opportunity / affirmative action employer 


Please send applications to: 


Chair, Landegger Chair Search Committee 
c/o Dr. Peter Dunkley, Associate Dean for Faculty Affairs 
Edmund A. Walsh School of Foreign Service, W1 ICC Bldg. 
Georgetown University, Washington, DC 20057 
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...for your thoughts? 


FINAL YEAR STUDENTS, RECENT GRADUATES, AND GRADUATES 
WITH 3-5 YEARS’ EXPERIENCE 


ECONOMISTS (REF: GEC01)/POLICY ANALYSTS (REF: GPA01) 
Starting salary range: £21,000 - £25,700 (depending on experience) 


LEADING POLICY ANALYSTS (REF: LPAO1) 
Starting salary range: £35,000 - £42,900 (depending on experience) 
Permanent appointments based in Westminster 


HM Treasury is one of the best economic and finance ministries in the world. That is why we need the best people, and the most inspired ideas. 


Our agenda is huge, ranging from social reform to financial stability, The Treasury is integral to the economic, financial and social dimensions of almost 
any current news story — whether the issue is improving public transport or tackling child poverty. You could find yourself preparing briefing material 
for the Chancellor, involved in the Budget process, or advising on the provision of better public services. For many of these posts there may be the 
opportunity for travel in Europe and further afield. 


You'll need a 2:1 or better in Economics for an Economist role, or a 2:1 or better in any discipline for a Policy Analyst role. We're looking for strong 
numerical, analytical, and interpersonal skills. You will also need the drive, maturity and confidence to liaise with people at all levels, including Ministers. 


In addition, for Leading Policy Analyst roles you will have had 3-5 years of stretching postgraduate experience, at least two of which will have been spent 
gaining significant management experience. You'll have shown that you can manage, lead, and motivate others. 


The Treasury will help you to build a personal career plan through specialist training, management development, and secondment opportunities. We offer 
a comprehensive benefits package including generous holiday allowance and a pension scheme. We take work-life balance seriously with flexible working 
patterns and family-friendly policies. 


To find out more, visit us at: www.hm-treasury.gov.uk/careers 


For an application pack: email: hmt@cpcr.co.uk or phone our recruitment helpline on: 0800 389 4610. Please quote the relevant job reference number. 
A If you would like an application pack in an alternative format (e.g. large print) please contact our recruitment team. We will make all reasonable 
adjustments during our recruitment process for any applicants who have a disability. 


Closing dates: for Economist and Policy Analyst roles (refs GECO1 and GPAO!) the closing date is midday 23 November 2001. For Leading Policy Analyst 
roles (ref LPAO1) the closing date is midday 26 October 2001. You will hear from us within one week of receiving your application. 


These posts are open to UK nationals, Commonwealth citizens, and nationals of EC states who have the right to live and work in the UK. 


We recognise quality in diversity and we would like our workforce to reflect the communities we serve. In particular, we want more applications from 
suitably qualified women, ethnic minorities, and people with disabilities. HM Treasury is an equal opportunities employer. 


- Aw) 
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INVESTOR IN PEOPLE 
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The University of the South Pacific 


Serving the Cook Isiands, Fiji, Kiribati, Marshall Islands, Nauru, 
Niue, Samoa, Solomon Islands, Tokelau, Tonga, Tuvalu, Vanuatu 


With over US$66 billion under management in our multi-manager investment funds SCHOOL OF SOCIAL AND ECONOMIC DEVELOPMENT 


and over US$1 trillion in consulting assets, Frank Russell Company is well placed to 

succeed in a market hungry for high quality investment products and advice. Professor in Economics — Ref. FEC008 

investment research drives everything we do. Our global team of over 65 analysts The successful candidate will be required to lecture in Economics at both undergraduate and 
is dedicated to the delivery of world-class research of managers and the capital postgraduate levels; provide academic leadership for the Department in teaching; research and 


: : : ba obs! consultancies; conduct and guide the development of the Departments profile; engage in 
markets in which they operate. Our team is supported in this endeavour by consultancy work; contribute to the administrative functions of the Department; School and 


extensive databases, analytical tools and unrivalled access to investment the University; and to participate in the Departments expanding distance leaming programme - 
management organisations around the globe. including the development of multi-media instructional courses and materials. 
The successful candidate will either have a Ph.D. in economics, finance or a Applicants must have a PhD in the field of Economics; extensive University level teaching, 
related field and minimum three years’ experience conducting economic or administrative and research experience; outstanding research and publications record. 
> A ; ; : x A good record of postgraduate supervision is essential. 
financial research in government, industry or university teaching, or have a post p : 
: : 4 i reference will be given to candidates familiar with the developing world and with a strong 

graduate qualification in economics, finance or a related field (perhaps working record of consultancy work. 
towards a Ph.D.) and minimum one year's experience conducting economic or Enquiries and further information: Dr K L Sharma, ph: (679) 212138; 
financial research in government, industry or university teaching. Candidates fax: (679) 301487; email: sharma_ki@usp.ac. fj 
must have a strong background in quantitative methods, confidence with data The position is available for a period of three years and may be renewed by mutual agreement. 
mROnTVE projects, familiarity with mathematical and statistical software and the Salary range: F$69 002 to F$74 597 per annum (inclusive of 15% gratuity) 
ability to articulate research results through written and oral presentations. Both 

1 3 , The University may pay an inducement allowance of up to 30% to secure the services of an 
consulting experience and published articles would be a strong advantage. exceptionally well qualified candidate. 
Please forward your CV with a covering letter detailing salary expectations in the In addition to the above benefits, the University contributes 10% of salary to an approved 


strictest confidence to: superannuation scheme, provides airfare and relocation costs and substantially subsidises 
housing for eligible candidates. 


The website address is http://www.usp.ac.fj/economic/main.htm 





Caroline Earley, Frank Russell Company, 

Rex House, 10 Regent Street, : Ne a tine ss j 

London SW1Y 4PE. Two copies of your application, including full curriculum vitae plus certified copies of academic 

Email: le T qualifications and transcripts must be forwarded to e et a 1e University of the 
il: cearley@russell.com South Pacific, Suva, Fiji, by 9 November 2001. Applicants must request three professional 

Fax: +44(0)20 7024 6040. referees to forward signed reports (quoting reference number) to the above address by the 

For further details about Frank Russell Company closing date. Please note that applications and referees reports sent by e-mail will not be accepted. 


see: www.russell.com / fy | ) | | Applications will not be acknowledged unless specifically requested. 
à | | | ss" i : . S ; s 
-e aleia Àj by IMRO, The University Website address is: http://Avww.usp.ac.fj 





UNION EUROPEENNE 


Délégation de la Commission Européenne en République 
de Côte d'ivoire 


AVIS DE RECRUTEMENT 


La Délégation de la Commission européenne en Côte d'Ivoire lance un appel à candidatures pour six 
postes d'Agents d'Assistance Technique (ALAT) dans les domaines suivants: 


SOUTH EAS FASTA 


For major rural development project, 
BCEOM - French Engineering Consults 
is urgently looking for : 


Ingénieur civil 

Appuis budgétaires 

Décentralisation 

Développement rural et Environnement 
Informaticien 

Opérations (affectation au burcau 4 Monrovia) 


Le postes sont pour une durée de deux ans chacun avec rémunération attractive en fonction de l'expénence 
professionnelle. 


Fonction principale: participer aux tiches de programmation, d'identification, d'instruction et de mise en 






œuvre des projets/programmes, et au suivi des audits et des évaluations réalisées s parti 
Profil: co i, produc ers | and Co-operatiy wales i E f 
Tous les candidats devront bénéficier de la nationalité d'un Etat Membre de l'Union Européenne et The applicant should have particular expericnee in projects 
être non- résidents permanents dans le pays d'affectation; pro the implementation of productive micro-projects and 
Une formation de niveau universitaire et, de préférence, post-universitaire, en rapport avec un des the diversification of activities in rural areas. Proven and confirmed 
‘integrated rural development proj 


en rapport avec les domaines précités, de préférence dans plusieurs pays en développement et/ou au ier x eS 
win d'organisations de coopération bilatérales ou multilatérales; la connaissance des procédures FED assistance teams (ref. 01/58 


constituera un atout; , Mees l ; i eT oe 
Une experience directe de la gestion technique et financière des projets (une expénence spécifique pt FINANCE/ADMINISTRATIVE DIRECTOR Sa 


domaines précités; pi eens ence uired at team level i rganizauon and cement 
Une expérience professionnelle de 5 4 8 ans au minimum (2 ans su minimum pour l'informaticien) is ae pan A in the o ay of ie oar shes 


pour l"informaticien); Senior specialist 


Des capacités de travail en équipe, d'organisation et de créativité; des facilités de communications; commerce or pub 


Maitrise de I’ outil informatique (Word, Excel); Ar least 10 years 









Maîtrise parlée et écrite du français et une connaissance suffisante de l'anglais (pour le Libéria, 
maitrise de l'anglais), 





Les candidats devront adresser leur lettre de candidature argumentée, avec la date de disponibilité would be an ppi tial ( /59). 
it préciser, accompagnée de leur curriculum vitae ainsi que des références précises de leurs i E ; : etl a 3 
employeurs précédents et des lettres de recommandation éventuelles de personnes à contacter avant 
le 22 octobre 2001 au : 


Chef de Délégation de ta Délégation de la Commission européenne en Côte d'Ivoire 
Via E-mail: eudelciv @globeaccess.net 
Er pour confirmation sur support papier avec copies certifiées des diplémes et emplois précédents: 
Adresse (via valise diplomatique): 






Adresse postale (pour dépôt physique): 


Délégation de la C.E, en Céte d'Ivoire TAM C: LIK 
200, rue de la Loi ON ue! 
1049 Bruxelles — Belgique ‘Tel. .1.30.12.48.00 - 


Emai: = mg 
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DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
$100K+ annual salary, we can be the answer to your next jump on the 
ladder of success. Resume Broadcast International assists you in 
your professional search with the personal contact necessary for 
success from start to finish 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (619) 224-9257, 
Fax: (619) 224-9268 or E-mail: 102224.3306@compuserve.com 


Resume Broadcast International 
Resume ie P.O. Box 6930, San Diego, California 92166, USA 
Broadcast t 


Tel: 619 224 9257, Fax: 619 224 9268 
eae Ses Email: 102224.3306 @ compuserve.com 
(NLA ATION! 
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International Consultants — law, governance and various sectors 





Melbourne Enterprises International (MEI!) is the commercial arm of 
the University of Melbourne. It manages development projects for 
MELBOURNE ADB, World Bank, UN and bilateral donors in several countries. 


MEI urgently requires (by 18 October 2001) experts in judicial reform and 
administration with experience in a constitutional system comparable to that of 
the Philippines: Expert in Judicial Independence and Accountability with 
experience in judicial system fiscal and administrative operation; Appointments 
and Judicial Career Development Specialist with experience in judicial 
performance evaluation and discipline; Court Physical Assets Management 
Specialist. MEI also seeks qualified consultants in the areas of Technical and 
Vocational Education (Philippines); Social Safety (Mongolia); Non-Formal 
Education; Public Sector Reforms; Natural Resource Management; Protected 
Areas Management with understanding of GIF (Bangladesh/South Asia); 
Forestry (China/India); HIV/AIDS, Primary and Public Health (SE Asia); and 
Corporate Governance in the Central Asian region. MEI also operates in 
indonesia, Vietnam, East Timor and the South Pacific. 


Interested consultants to send their CV to consult@mei.unimelb.edu.au 
Fax 61-3-98103100. 






Interdisciplinary Institute of Management 
Lecturer 


Salary up to £34,349 pa inc. 


Applications are invited for a Lectureship in the 
Interdisciplinary Institute of Management (IIM). The 
appointment will be from 2 January 2002. 


The IIM promotes the teaching of, and research into, 
management and brings social science theory and 
research to bear on issues of management. The Institute 
currently has 12 members of academic staff and 
5 members of administrative staff. 


The Institute is a member of the Community of European 
Management Schools (CEMS), a consortium which is 
working in close collaboration with over 59 corporate 
partners, in the creation of a Common European 
Management Curriculum, 


The IIM is seeking to attract an outstanding social 
scientist with teaching and research interests in 
management issues. Only candidates with a first-rate 


research achievement and/or potential will be 
considered. Special consideration will be given to 
candidates with an interest in Strategy and the 
Economics of Management. The successful candidate 
will take responsibility for teaching a Masters course in 
Governance and Incentives. 


Informal enquiries can be made to Prof Peter Abell on 
020 7955 7357 or email p.abell@ise.ac.uk 


For an application pack please phone 020 7955 6183 or 
email recruitment@lse.ac.uk with your postal address. 
Please quote reference number 05/01/AC. 


Closing date: 26 October 2001. 


The London School of Economics and Political Science is committed 
to equal opportunities and excellence in teaching and research 
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Geneva International Centre for 


Centre International de Déminage 


Humanitarian Demining 





Humanitaire - Genéve 


Manager 


Implementation Support Unit for the 
Mine Ban Convention 


The States Parties of the Mine Ban Convention (MBC) have mandated 
the Geneva International Centre for Humanitarian Demining (GICHD) 
to increase its support for the implementation of the Convention, and 
to establish for this purpose a new unit. The main tasks of this unit are 
secretariat functions for the intersessional work. The detailed provisions 
of the mandate can be found at 


hetp:/ 


/www.gichd.ch/mbc/all_mectings/3msp/speeches.htm 


The Manager of the unit will lead a small team based in Geneva. 


Qualifications and skills required: 


Stature and personality to establish and maintain good contacts with 


delegations, governments, international organisations, NGOs, and 


other stake holders; 


In-depth knowledge of and experience with the Convention Prohibiting 
Anti-Personnel Mines and the Ottawa process; 

Knowledge of disarmament and humanitarian law desirable 

Experience in the field of multilateral diplomacy; 


Management skills; 


Self-motivated and team-player; 
Excellent knowledge of written and spoken English, knowledge of 
French desirable, knowledge in other languages welcome. 


Please send your application and CV to Ambassador Martin Dahinden, 
Director, P.O. Box 1300, CH-1211 Geneva 1, Switzerland, or e-mail 
it to m.dahinden@gichd.ch by Wednesday, 31 October 2001. 


For further information, please contact 
tel. +41 22 906 1692, fax +41 22 906 1690. 





My Y 


The DIW Berlin is one 
of the leading economic 
research institutes in 
Germany. We pursue basic 
economic research and 
provide policy advice in 
cooperation with 
universities in Berlin- 
Brandenburg and with 
international research 
networks. 


www.diw.de 





German Institute 
for Economic Research 


14191 Berlin 
Germany 


DIW Berlin 


We are currently hiring 
Research Economists and Visiting Fellows 


for several research fields We are seeking young economists 
with a postgraduate degree in economics as well as 
economists with several years of research experience and 
relevant peer-reviewed publications. We expect a strong 
background in economic theory and/or econometrics 

You should enjoy economic policy analysis and have 
completed some studies or research abroad. The themes, 
duration and conditions of the visiting fellowships can be 
arranged individually 


The detailed job descriptions can be found on our homepage 
www.diw.de 


We offer an attractive academic environment for pursuing 
independent research and for advising key policy makers. 
You benefit from our international reputation and 

our location in Berlin, We also support you in your career 
development by providing training opportunities in Germany 
and abroad 


We are committed to increasing the share of female 
economists working at the DIW Berlin and therefore 
encourage women to apply for these positions. Disabled 
applicants will be given preference over otherwise 
similarly qualified candidates. 


Please send your application to the Personnel Department 
at the DIW Berlin, citing the reference number published 
on our recruitment page on the internet. You may contact 
Ms Andrea Jonat for further information by 

tel: +49-30-89789-218, fax: +49-30-89789-200, or 
e-mail: ajonat @ diw.de 
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United Nations Educational, Scien 


tific and Cultural Organization 


UNESCO, in its continued process of change to more effectively fulfill its purpose to contribute to peace 


and security by promoting collaboration among Nations through Education, Science and Culture, 
is recruiting for the following two posts in the Internal Oversight Service at 
its Headquarters in Paris, France. 


Evaluation Specialist (P-4) 
‘10S-901 — 


Main responsibilities 


Contribute to evaluation activities financed from extra 


budgetary sources, including inter alia, the provision of 


methodological backstopping, monitoring 
implementation of evaluation recommendations and the 
integration of lessons learned for the programme 
activities of the Organization. 

Contribute to the elaboration of performance indicators 
and measures during the preparation of major planning 
and programming documents; 

Contribute to the development of guidelines, procedures, 
and methodologies to be applied by auditors in assessing 
programme outcomes; 

Design training modules/material and train Secretariat 
staff members in evaluation and performance 
management techniques; 

Be responsible for the improvement and management of 
the Organization's database on the evaluation of extra 
budgetary activities. 


iy eee and Experience 


; ‘or more information on UNESCO’s programmes, consult our website: http://www.unesco.org/, and on the posts, eRe, 


rem ANG 
ÙH. 


To apply, address a detailed curriculum vitae in English or French, indicating birth date, nationality and gender, attaching an 
identity photograph and copies of diplomas to: UNESCO, Chief, Recruitment and Staffing Section, Bureau of Human 
Resources Management, 7 place de Fontenoy, 75352 Paris 07-SP, France, quoting the relevant post number before the 
date of 24 October 2001. 


Priority will be given to qualified candidates from under- or non represented Member States. 


CIOSG 





Advanced university degree in social sciences, 
particularly in evaluation, business/public administration 
and in at least one of the fields of competence of 
UNESCO; 

Thorough academic grasp of evaluation principles and 
practices, with particular emphasis on developing and 
monitoring performance measures; 

At least six years' experience in programme and project 
evaluation of relevance to policy-making; 

Proven project and team management skills as well as 
strong communication skills; 

Knowledge of specialized software applied to evaluation; 
Excellent command of written and spoken English or 
French and good command of the other language. 


Auditor (P-4) 
10S-902 





Main responsibilities 


Support the IOS management team in developing an 
annual plan and longer term audit strategy for extra 
budgetary activities applying risk assessment techniques 
to define audit priorities; 

Develop terms of reference and methodologies for each 
audit to be undertaken by the incumbent and his/her team, 
supervise the progress of audits and review working 
papers.; 

Conduct audits related to extra budgetary activities as 
team leader or individually in Headquarters and field 
offices, applying generally accepted audit standards 
Monitor follow-up action taken in response to audit 
findings and recommendations 

Support IOS management in preparing reports on 
systemic issues related to UNESCO's extra budgetary 
programmes and operations, recommending 
improvements to processes, including cost-saving 
measures to enhance their economy, efficiency and 
effectiveness. 


Qualifications and Experience 


Advanced degree or equivalent in accounting/business 
administration, economics or other related field. 
Certification from an internationally recognized 
accountancy body or internal audit certification preferred; 
10 years of progressively responsible professional 
experience in financial, operational and management 
auditing in a large organization applying modern auditing 
and management techniques. Work experience in 
developing countries and the development sector would 
be an advantage.; 

Practical knowledge and experience of computerized 
accounting and computerized auditing techniques; 
Excellent command of written and spoken English or 
French and good command of the other language. 


ation and benefits consult: http://www.unesco.org/per/index.html 


Applications from qualified women candidates are encouraged. 
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** WORK IN USA ** 


195,000 Employment VISAS Available! 
IT SRGeenmCnss A. EAUNARNA. ANGHIECTS, 
ACCOUNTANTS, PHYSICIAN 


TOP Positions, Salaries & Benefits 
Visit us Online for Job Opportunities! 


Affiliates (Recruiters) Needed!! 


BRASENOSE 
COLLEGE 


OXFORD 


$ 


www.GreenCardSpecialists.com 
The Governing Body intends to elect a 
Principai to come into office on 1 August 
2002, or as soon as possible thereafter, 
to succeed The Rt Hon Lord 
Windiesham, CVO, PC, DLitt. Further 
particulars may be obtained from the 
Vice Principal, Brasenose College, 
Oxford OX1 4AJ. Anyone who might 
wish to be considered for the post, is 
asked to write in confidence to the Vice 
Principal, preferably by 7 November, 
enclosing a brief curriculum vitae, and a 
statement of why the candidate 
considers himself or herself to be 
suitable. The College would also be 
glad to receive suggestions of 
suitable candidates for 
consideration. The College's choice 
will not ily be confined to those 
drawn to their attention in this way. 


Brasenose College is an equal 
opportunities employer. 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION CONTACT: 


David Wain, 
London 
Tel; (44-20) 7830 7000 Fax: (44-20) 
7830 7111 
davidwain @ economist.com 


Ruth Fox, 
London 
Tel: (44-20) 7830 7000 Fax: (44-20) 
7830 7111 
ruthfox @ economist.com 


Chief of Party 


Due to the expansion of our role as a leading relief and development organization in the 
Balkans, Mercy Corps is in search of a senior manager to be our Chief of Party (CoP), 
based in Podgorica, Montenegro. 


In this proposed position, the CoP will oversee a talented international and local staff 
assisting poor communities in overcoming organizational, infrastructure, economic and 
environmental barriers to community revitalization. 


The Chief of Party is a senior leadership position with supervisory and managerial 
responsibility over all in-country personnel, programs and policies. The CoP will provide 
vision and leadership in project implementation and administration. 


For more detailed information, including; minimum qualifications, 
submission of resumes and our benefits, please visit www.economist.com 
or the jobs page of our website at WwWww.mercycorps.org 





































TRL (Transport Research Laboratory) is an 
internationally recognised centre of excellence 
providing world class research, advice and 
solutions for all issues relating to land transport. 


TƏL 


These opportunities in our international division require a proven track record in 
development issues and understanding of bi-lateral and multi-lateral lending institutions 
are going to be key. In a customer facing role you will need excellent communication & 
interpersonal skills as well as boundless enthusiam and a willingness to travel on short & | 
long term assignments 





Principal Transport Specialist | 


Offering 15-20 years experience on transport issues of the developing world and with a 
Masters or PhD. Experience in economics, policy formulation, rural/urban transport 
planning, institutional, regulatory matters, road investment modelling, knowledge of road 
safety management practice is highly desirable. You will promote our transport expertise 
and make a significant contribution to our international reputation Ref:48/01 | 


Social Development Specialist 


Experience in Transport sector is favoured. but capability to work with 
multi-disciplinary teams including engineers, economists, planners and safety experts is | 
desirable. Ideally with 10-15 years experience of social development in the developing 
world. You will lead our social development capability, develop our expertise in this area 
and be first point of contact for our customers. Knowledge of sustainable livelihoods, 
gender, HIV/AIDS, resettlement, participatory survey techniques and poverty 
assessments are all highly desirable Ref:47/01 


These positions attract a comprehensive benefits package. 

To apply for any of these positions please send your CV and covering letter, quoting 
the relevant reference number, to Fiona Shaw, Human Resources Officer, TRL Limited, | 
Old Wokingham Road, Crowthorne, Berkshire, RG45 6AU Or by fax to 01344 770335 

or e-mail to fshaw@trl.co.uk | 


Closing date: 12th October 2001 www.tricouk | 
“Working together for a better transport future” 


TRL is one of the world's leading centres 
for transport related research. 


() 


>< 
INVESTOR IN PEDALE 
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2nd Citizenship 
2nd Passport 


Belize Passport Consultants Ltd. 
Tel: + 501 1 49830 Fax: +501 8 23785 


Invest US$78.000 for 5 years in Govemment- 
approved program and become eligible to 
receive a Canadian Permanent Resident Visa 
Contact experienced Immigration Lawyer, 






THE STATE UNIVERSITY OF NEW JERSEY 


Leonard Simcoe, Ref El, 1255 Laird Blvd.. 
Suite 368, Montreal, Quebec, Canada H3P 2T1 


RUTGERS 


Rutgers Business School — Newark and New Brunswick and the Center for 
Global Change and Governance 


Professorship in International Business 


Rutgers, an AAU member university, seeks applicants to a full-time position in its 
AACSB International-accredited business school in the International 
Business/Business Environment Department. 


Applicants should have an outstanding research record and scholarly interests in 
the intersection between the economics and managerial strategy of global firms and 
the international economic and political environment in which they operate, 


Applicants must have a doctorate and should have a disciplinary base either in the 
social sciences, ideally economics, or in management. Applicants should be skilled 
in empirical methods and have a record of publications that emphasizes 
applications to current global business issues. 


The successful applicant will have a significant commitment to the teaching and 
supervision of graduate students and play a major role in developing curricula and 
seeking outside resources for the PhD programs in the school and at the Center for 
Global Change and Governance. Administrative and fund raising experience would 
be an advantage. 
Rutgers Business School — Newark and New Brunswick offers undergraduate, 
MBA, and Ph.D. programs. Please forward applications (cover letter and 
curriculum vitae) to 
Paul Miranti, 
Associate Dean for Faculty and Research, 
Rutgers Business School, 


111 Washington Street, Newark, 
NJ 07102-3027, 


Rutgers University is an Equal Opportunity/Affirmative Action Employer. 
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Tel : (514) 739-1108, Fax: (514) 739 0795 Email: Passport @ Belize.com 
Email: Lsimeoe@simcoevisa.com www.Belize.com 


web: www.simecoerisa.com 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO 
MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
www. minerva-press.co.uk 


Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a binding 
commitment in relation to an advertisement. The 
Economist Newspaper Limited shall not be 
liable to any person for loss or damage incurred 
or suffered as a result of his/her accepting or 
offering to accept an invitation contained in any 
advertisement in the Economist, 























“IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in Imougration Matters 
The law firm of Somjen & Peterson 
hitp://www.somjen.com 


Email: somjenia somjen.com 
Suite $10, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 


& US companies 
ibm eiim 
High quality service 

& cost-effective prices 


Tel: (416)922 B083 Fux: (4167922 4234 
“We Can Help” 





United Kingdom 

Telr+44.(0) 20 76369618 Fax: +44 (0) 20 76369617 
email: econ or exp.com 

on , ore Sth Float, Morley House 


' 314-322 Regent Street. 
oh a had E 460 

Tok LASOT) SEBA Landon WIA SAG 

Pam +) (302) 4784467 


e-mail: econ -del?com-exp.com 


CANADA... 


Bs. one click away 


days per week 









Pree online comubtatycn, M hours per wwwakcanada.cd ? 


Abrams & Krochak 


Canadian Immigration Lawyers 


Company CE) Express 








9% Tenders 


EXPRESSIONS OF INTEREST SOUGHT FOR 
ACQUISITIONS OF MINORITY INTEREST IN A MALAWI HOTELS GROUP 


The two minority shareholders, CDC group ple and Indebank Limited, seek to sell their 
respective interests of 19.4% and 4.1% in Sunbird Tourism Limited. The company is the 
dominant hotel group in Malawi, owning and operating (subject to a management contract 
with Le Meridien) eight business and tourist hotels throughout Malawi. 


Initial enquiries giving the name of the principal and industry or investment experience and 
expertise should be addressed to the appointed advisors, Deloitte & Touche in Malawi by 
email (clovatt@deloitte.malawi.net) or fax [(265) 621 229). 

Further particulars will be sent by return 





A call for international tender undp @ 


UNDP, with funding from European Union, is implementing Southern Caucasus 
Anti-Drug Programme. One of the components of the programme 
control - includes provision of anti-smuggling devices for the ports of Poti (Black 
Sea) and Baku (Caspian Sea). Tender is invited for: (1) provision and installation 
of mobile X-ray equipment and (2) provision of tools for the inspection teams. 
More detailed information on equipment is available on UNDP Georgia web-site: 
www.undp.org.ge 


sea port 


In accordance to the General and Administrative Provisions of Agreement 
between UNDP and EU “the partners, the sub-contractors and supplies shall 
originate in the Community”, 


Tender documentation shall include: 
capability statement of no more than 2 A4 pages describing previous 
related experience 
warranty for the equipment 
price 
delivery time for provision and installation (separate for Poti and Baku) 
availability of training for the staff using the equipment. 
Interested companies should send the tender documentation in a sealed envelope to: 
Attn. of Nato Alhazishvili, UNDP Georgia 
UN House 
9, Eristavi St 
Tbilisi, 380079 
Georgia 


Deadline for submission of documentation: October 21, 2001 


For inquiries, please contact; nato.alhazishvili@undp.org 





INFORMATION MEETING 
TENDER NPWR/2001/43 


TENDER FOR THE TURNKEY CONSTRUCTION OF 
THE VAN ECK - KUISEB - WALMUND 
220kV TRANSMISSION LINE 


Namibia Power Corporation (Pty) Ltd, NamPower, intends to construct a 
220kV Transmission Line of +280km in total. The proposed line will be 
constructed from the Van Eck Power Station in Windhoek to the new Kuiseb 
Transmission station and from there to the Walmund Transmission station 
close to Walvis Bay. 


NamPower wishes to invite interested parties to attend a Tender Information 
meeting to be held as follows: 


Venue: NamPower Centre 
Room 11.44 
Goethe Street 
Windhoek 
Namibia 

Date: Thursday, 18 October 2001 Time: 10HOO 

The purpose of the meeting will be for prospective tenderers to discuss the 

following: 

o Scope of the Project 

o Initial Design Parameters 


o Proposed Project Schedules and Planning 
o Proposed Tender Conditions and Details 


Please note that this is not a Tender Meeting. The meeting will not be 


compulsory and will in no way be binding on any 
party involved. 


For more information, contact: 
Cronje Loftie-Eaton 
Tel.: +264 61 2052343 or +264 81 124 3652 


mH 


NamPower 








Travel 











~ E C L A $ 


ldhaus 22°: 


Sils-Maria = 6 miles from bustling St. Moritz: 
An unspoiled and peaceful alpine village amidst gleaming lakes + 
impressive mountains. And above it all this remarkable + historic 


| hotel, family owned and managed ever since it opened in 1908 


| 2001-2002 winter season: Dec. 18 to April 14 


2002 summer season: 


June 13 to Oct. 20 


Grand, but friendly and relaxed; children very welcome! 
Free pickup at St. Moritz train station. 


CH-7514 Sils-Maria 


Tel. +41(0)81 838 5100 - Fax +41(0)81 838 5198 


www.waldhaus-sils.ch 


M. + F. Dietrich/U. Kienberger ***** 








Fellowships 


HOU BLON-NORMAN 
FUND FELLOWSHIPS 


The Trustees of the Houblon-Norman 
Fund invite applications for Research 
Fellowships tenable at the Bank of 
England during the academic year 
2002 /2003. The appointment will be for 
full-time research on an economic or 
financial topic of the candidate's choice, 
preferably one that could be studied with 
particular advantage at the Bank of 
England. The length of the appointment 
will be by agreement with successful 
applicants, but will not normally be less 
than one month, nor longer than one 
vear. Senior Fellowships will be awarded 
to distinguished research workers who 
have established a reputation in their 
field. Fellowships will also be available for 
younger post-doctoral or equivalent 
applicants, and for these, preference will 
be shown to British and other EU 
Nationals 
related to academic salary scales 


The award will normally be 


Application forms (to be returned 
no later than 30 November 2001) 
and details are available from 
http: //www.bankofengland.co.uk/ 
houblonnorman/ or 


Miss Margot Wilson, 
Bank of England, Secretary's Dept, 
HO-3, Threadneedle Street, 
London, EC2R SAH 


E-mail 
Margot. Wilson@bankofengland.co.uk 


Sils 


ENGADIN 


#@*"*LONDON'A 


Æ Quality serviced apartments offering best value = 

for money. Our apartments offer great savings 

compared to hotels. Fully serviced, private 

z3 bathroom, kitchen, TV, telephone, central 
heating, elevator 

= Centrally located in Kensington area a 











@ Tourist Board Approved W 
= 


Ashburn Garden Apartments 
3 Ashburn Gardens a 
a South Kensington, London SW7 4DG, UK 
www.ashburngardens.co.uk 
E = =info@ashburngardens.co.uk E 


& Tel: ++44 207 370 2663 





Fax: ++44 207 370 6743 
BEEBEEBEEES 


International 
Property 


Iwo interconnected buildings 
each about 5000 square feet 


a) 


plus residential house 
2 bedrooms, living and dining rooms, kitchen, on 
bathroom, sun deck, private parking for 36 cars 


plus income producing radio tower in 
Southampton, Long Island, New York 


USS850,000 or German Marks 1.5M 
For further info fax 631-283-9865 Real Estate Dept, 


The 
Economist 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, 
CONTACT: 


Mona Von Rahden 
Frankturt 
Tel: (4969) 975 87212 
Fax: (4969) 975 87221 
Email: monavonrahden @ economist.com 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what t we believe are the 
most competitive rates currently available by a licensed professional firm. 





THE 


SCF 


GROUP 
EST. 1989 


LICENSED CO. \ ripe SOn 
& TRUST MANAGEMENT 


y teed 


P. < poms 
nurg FR EE deta m X 


) Aww. oa. poly ) j 












Own Your Own 
Private Bank 


FOR PROFIT, PRIVACY 


TAX- FREE 


Companies world-wide 


AND TAX PROTECTION 
T 1-604-444-1234 
Email: taxhavens@aol.com 





Fi 


CUIRINN 


mation and admimistmton of 











www.ownyourownbank.com 





pening of hank accounts 










tel/fax/manl forwarding service 








UNITED KINGDOM LONDON 


LAVECO Ltd. 


156-0900 
5560910 















Fax 44-20 





HUNGARY 








ROMANIA 


ly M- sf 





E-mail MnIAY ia 


CYPRUS l 








A GLOBAL PROVIDER OF 
OFFSHORE COMPANIES & SERVICES 


ECTING ASSETS « SAFEGUARDING WEALTH 
P EEN com 


il: offshore@4business.com 
|i: +44 (20) 7514 9902 
ax: +44 (20) 7514 9912 








Since the 80s, The Sovereign Group has been 
advising thousands of individuals and com- 
panies on how to protect and maximise their 
assets. In a rapidly changing world you need 
the resources, support and expertise of a global 
organisation to ensure you receive the correct 
professional advice and services. Call us at 
any of our 23 branches - if there's a legal 
way to reduce your tax bill we'll find it. 


business & personal 
tax solutions 


* Offshore & Onshore Companies 
* Offshore Trusts 


VISIT OUR WEBSITE 
SovereignGroup.com 





* Full Administration & Accounting 
* Offshore Corporate Credit Cards 
* Personal Tax Planning + Trademark Registration 


& Protection 


- Corporate Tax Planning 


* Asset Management * Trade Services 


‘Investment Services * Transfer & Origination of D/Cs 


* Venture Capital * Ship & Yacht Registration 
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Fax +44 0) 20 














Yor OFFSHORE & UK COMPANIES @ the best prices contact us today) X 


LONDON: 


For immediate, friendly advice, please contact: 
100 Sydney SŁ, Chelsea 


ope af GN. ‘Helen Harper LL. B (Hons), Dip. Law, AOI Janson Lotery B.Sc (Hons) 
bes AA E-mail: helen®sctoroup.com c-mail: janson@scigroup.co 
j 20 7352 2274 Charles Baker M.A. (Hons) 


t-mail: charles@scigroup.com 





7795 0016 













info@iig-associates.com 


The Investigations, Intelligence | 
& Risk Consultancy | 


Providing cost-effective, timely, reliable & 
proprietary intelligence & solutions, often at short notice 


T +44 (0)207436 1323 Fax +44 (0)20 7436 1327 
Offices in Western & Eastern Europe, the Middle East & Africa. 


OFFSHORE COMPANIES 


FOR ASSET PROTECTION AND TAX MANAGEMENT 


VV ith O V er 2 5 y ear < Px 


Aj 2 ~ ork | ` ` 
We Gelver Work Jali me ce st etter T Ve SO! shor < 














perience in facilitatir ig offsnore and internationa! busines 


IF YOU ARE 


* Trading or investing internationally 
* Seeking tax management solutions 


* Seeking to protect your assets 


... YOU SHOULD BE TALKING TO US. 


For our free 200 page brochure and initial advice call 


Colin Forster +44 (1624) 818922 
or Richard Cook +44 (20) 7317 0600 


or email: business@ocra.com 


te V1 


WORLD WIDE 
WWW.OCRA.COM 
OCRA WORLD WIDE 


LUXEMBOURG 


MAURITIUS 


US REPRESENTATIVE 











Notice to Income Note Investors in Captiva I and Captiva III 
è Did you inv 1 Citibank’s Captiva Í 
è Did vou invest in Cinbank's Captiva IT 
Bol if red by ( nh \ I Invest | 
tf nvested in the I eN ther ¢ lor Tl, a n 
Ihi spes f TE i i 
licit l i cated in tU tri ! Princip 
l | l 
Please write promptly to the following 
Fellow | 
PO. Box ¢ 
Was! m. DA 000 
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Overview 
Output, demand and jobs 
America’s Federal Reserve cut interest rates serene ee ihe Economies pol A Eaa s.) Dia 
forthe ninth time this year, lowering its fed- GDP GDP forecasts piiduction (volume) % rate 
eral-funds rate from 3.0% to 2.5%. Rates are lqtr 1year 2001 2002 1 year 1 year latest yearago 
now at their lowest since 1962. The Univer- Australia +3.6 +14 02 +23 +35 -Ls Qi +07 @  68A0 bi 
sity of Michigan's survey of consumer confi- Austria +106 +22 G1 +16 +16 +80 Jun -3.3 May 3.9 Aug 3.6- 
dence fell to its lowest reading in eight years, Belgium -24 +17 Q +16 +16 +52 W’ +53 Jun 11.6 Aug® 11.9 
from 91.5 to 81.8. And the National Associa- Britain +17 +23 Q2 +20 +19 -3.2 Jul + 6.3 Aug 5.0 Jui! 5.3 
tion of Purchasing Management manufactur- Canada +04 +21 02 +16 +18 -3.6 Jult* +35 Jun 7.2 Aug 71 
ing index fellto 47.0in September, from Denmark +24 +13 Q2 +12 + 1.8 + 4.4 Jun + 3.0 Jun 5.1 Aug 5.4 
47.9 in August. The NAPM services index was saat £ n * E = t T : T : a “un - ie w ng ba 
brighter, rising from 45.5 to 50.2. A number Italy -0.5 +20. 02 418 +15 +17 WM -15 J 9.4 Jul 10.5 
below 50 suggests that activity is contract- Japan -Abs -07 © LOS cp 14.7 Aug. — 2.1. dun 5.0 Aug 4.6 
ing; a number above indicates expansion. Netherlands +16 +15 02 +14 +18 +0.7 Jn +18 My 2.0 Augd 25- 
en es se ee ee ee eee 13.0 Aug 13.9 
The outlook for the euro area darkened as Sweden +13 +14 02 +18 +20 -2.6 Jn +26 Jul 4.3 Augt 5.1 
the Reuters-nTC purchasing managers'index Switzerland +17 +20 @ +16 +16 +42 Q2* +33 Jul 1.7 Aug’ 1.8 — 
(PMI) registered its lowest level since the United States +03 +12 @ +10 +10 -4.8 Aug + 4.3 Aug 4.9 Aug 4.1 
survey was created in 1998. The pmī fellfrom Euro area t02 +17 G2 +16 +15- -1.1 u +13 Jul 8.3 Aug 8.7 
50.4 in August to 48.1 in September, the first *Not seasonally adjusted. t May-Jul; claimant count rate 3.1% in Aug. 5Jun-Aug.* *New series. 
time it has fallen below 50. Unemployment in 
the euro area was unchanged at 8.3% in Au- 7 
gust, but French unemploymentinchedupto Prices and wages 
9.0%, from 8.9% in July. % change at annual rate he tendat 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
Japan's business confidence fell sharply be- lyear yearago 2001 2002 lyear yearago lyear yearago 
low previous expectations, according to the Australia +60 2 +3.2 + 4.0 + 2.5 +5.6 02 +74 +37 Q2 +39 
Tankan survey of business conditions. The Austria _ +25 Aug +27 +25 +16 +17 Aug +43 +2.8 Aug + 1.9 
balance of firms reporting favourable condi- Belgium +23 Sep +34 +26 +17 +4.0 Jul +89 +26 Q2 +22 
tions minus those reporting unfavourable Britain + 2.1 Aug + 3.0 + 2.0 + 2.1 +0.3 Aug + 2.3 +46 Jul + 3.9 
conditions pungedto-33inSeptember, Guala +t ms 023 tte t20 e048 my 238 ol ML 
wise "n ee the index’s third France sisa +18 439) 9 35 OT ee SSP as ek 
quarterly decune in a row. German +2.1 Sep + 2.5 + 2.4 + 1.4 #15 Aug +56 +14 Jul + 2,0 
= «WEE See, +26 Aa SL D “is +65 +25 Aug? +18 
Most stockmarkets recovered from their Japan -0.7 Aug -05 -06 -0.6 +0.1 Aug +02 -4.1 Aug’ +20 
lows. On October 3rd, the Dow Jones Indus- Netherlands +47 Aug +25 +47 + 2.2 +24 Jul +80 +43 Aug + 3.3 
trial Average rose to its highest level since spain. + a mg + = t T + iS + = Ag + = + = = n 
wegen +53.1 Aug +1, $2. + 1. + 1.5 Aug + 3. + 1.9 Jul’ + 4. 
september tath. Switzerland FOT Sp +14 +13 SL -0.2 Aug +24 +1.32000 +0.3 
ee Ee United States +2.7 Aug +3.4 + 3.1 + 2.1 +2.1 Aug + 3.4 +4.2 Aug + 3.8 
Data on more countries are available tọ Euro area +27 Aug +23 +26 +17 +17 Aug +56 +26 M +24 








*Not seasonally adjusted. New series. 


subscribers on www.economist.com 


4 Economic forecasts 
Every month The Economist surveys a 


The Economist poll of forecasters, October averages (previous month’s, if changed) 


Real GDP, % cha Consumer prices Current account 
group of forecasters and calculates the Low/high range saan ‘increase % of GDP 
average of their predictions for economic 2001 2002 2001 2002 2001 2002 2001 2002 


growth, inflation and current-account 
balances for 15 countries and the euro 
area. The table also shows the highest 
and lowest projections for economic 
growth. The previous month’s forecasts, 
where different, are shown in brackets. 
The panel has become much gloomier 
about the outlook following the terrorist 
attacks of September 11th. It has slashed 
its average forecast for growth every- 
where in 2002. The biggest downgrade is 
for America, with Gop expected to grow by 
only 1%, rather than the 2.6% forecast in 
early September. The Japanese economy 
is expected to shrink in 2002 as wellas 
2001. Growth in the euro area next yearis 
expected to be 1.5%, a sharp reduction 
from 2.2% forecast a month ago. 





Sources: ABN Amro, Deutsche Bank, EIU, Goldman Sachs, HSBC Securities, KBC Bank, Merrill Lynch, J.P, Morgan, Morgan Stanley Dean 
Witter, Nordbanken, Decision Economics, Royal Bank of Canada, Salomon Smith Barney, Scotiabank, Shinsei Bank, Warburg Dillon Read, 


tconomic and financial indicatoi 





Money and interest rates The Economist commodity price index 





1995=100 
Money supply" Interest rates % p.a. (Oct 3rd 2001) _ _ ‘wehenge on 

% keped ago 3-mth money market 2-year 10-year gov'tbonds corporate Sep25th Oct 2nd So Om 

— $$ ne month year 

narrow broad latest rago gov'tbonds latest rago bonds ——— N 
Australia +14.7 + 7.7 Aug 4.40 6.47 4.18 5.42 6.18 5.47 Ulita F ak. 295. da 
Britain + 7.3 + 7.1 Aug 4.44 6.13 4.47 4.76 5.23 6.32 hue ea a A E 
Canada +7.6 + 3.6 Aug 2.99 5.56 3.49 5.25 5.81 7.20 a 
Denmark +6.7 +23 Aug 3.90 5.70 3.95 4.84 5.51 6.95 je> anit bs a 
Japan + 9.7 + 3.4 Aug 0.01 0.41 0.06 1.38 1.80 1.45 “al cma. 0 s > cia ae 
Sweden +66 +25 Aug 3.65 4.07 3.88 5.10 5.22 5.03 T. SS, OR Ae 
Switzerland + 0.1 + 2.6 Aug 2.22 3.55 3.52 3.15 3,88 eT SG OAS a 
United States + 4.0 +10.9 Aug 2.45 6.72 2.76 4.48 5.89 7.12 Sterling index 
es eaa IDS Ag — CA OTO 276 — 44e 589 7R 


Euroareat +31 +66 Av 3.62 5.04 3.33 4.65 5.18 5.54 Allitems 69.7 68,5 -7.2 -123 
Euro index 


*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. tGermany for bonds. Benchmarks: US 30-year 5.57%, Japan 





No.234 1.39%, Central bank rates: US fed funds 2.50%, ECB refinancing 3.75%, BOJ overnight call 0.002%, BOE repo 4.75%. Sources: All items _ 92.6 91.5 -8.5 -15.6 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, OM Fixed Income Exchange, Warburg Dillon Read, DRI-WEFA, Westpac, Yen index 
Thomson Financial Datastream. Rates cannot be construed as banks’ offers. Allitems 81.2 81.9 BIAS 126 
Gold 
Stockmarkets $ per oz 289.45 290.50 +6.7 +68 
Market indices West Texas Intermediate 
% change on $ per barrel 21.82 22.30 -17.3 -30.1 
2001 one record Dec 31st 2000 * Provisional. t Non-food agriculturals, 
Oct 3rd high low week high in local in$ 


r currency terms 
Austratia (All Ordinaries 3,061.5 3,425.2 2,867.4 + 4.4 - 10.6 -30 132 











Austria (A 1,094.5 1,245.8 1,052.2 + 1.8 -37.0 +20 -00 
Belgium (Bel 20) 2,639.9 3,030.4 2,322.6 + 5.9 -28.3 -12.7 -14.4 
8 6,334.5 4,433.7 +40 -29.6 -21.5 
Canada (Toronto Composite) 6,903.8 9,348.4 6,513.1 + 3.7 -39.4 -22.7 -26.0 
Denmark 211.1 -NS E A + 2.7 -30.0 -20.2 -21.5 
France (SBF 250) 2,557.4 3,820.2 2,335.3 + 0.5 -41.8 -32.2 -33.5 
4,024.3 5,998.5 3,652.9 + 1.2 -41.9 -32.1 -334 
4,436.7 6,795.1 3,787.2 +83 -45.0 -31.0 -32.4 
I 1,270.1 1,948.4 1,082.9 + 5.4 -41.8  -33,7 -35.0 


Japan (Nikkei 225 9,924.2 





14,529.4 9,504.4 + 2.9 -74.5 -28.0 -31.9 








1,050.4 1,441.0 863.4 + 5.2 -63.6 -+18.2 =22.6 
Netherlands (AEX) 438.4 642.3 396.2 + 0.9 -37.5 -31.2 -32.6 
Spain (Madrid 717.2 963.9 648.6 + 2.7 -37.4 -18.6 -20.2 
Sweden (Affarsvarlden Gen) 192.0 293.1 177.5 + 3.7 -52.0 -30.9 -38.6 


5,858.9 8,135.4 5,110.2 + 2.3 -30.4 -28.0 -27.5 





United States (DJIA) 9,123.8 11,337.9 8,235.8 + 6.5 -22.2 -15.4 -15.4 


(S&P 500) 1,071.5 1,373.7 965.8 + 6.5 -29.9 -18.8 -18.8 


1,580.8 2,859.2 1,423.2 + 8.0 -68.7 -36.0 -36.0 
_ Europe (FTSE Eurotop 300)* 1,118.4 1,545.5 998.9 +37 -34.4 -27.1 -28.5 


Euro area (FTSE Ebloc 100)* 955.4 1,404.1 843.6 + 3.6 -38.4 -31.4 -32.7 

World (M 942.6 1,249.2 856.6 + 4.9 -34.9 na -22.8 
World bond market (Salomon)? 456.8 458.1 420.6 nil - 0.7 na + 2.9 
sIn euro terms. 'Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 


Salomon Smith Barney World ment Bond Index, total return, in dollar terms 











































Trade, exchange rates and budgets 

Trade balance*, $bn Current account Exchange rate Currency units Budget 

latest 12 $bn The Economist poll trade-weighted! per per per per balance 

months latest 12 mths % of GDP, forecast Oct 3rd yearago $ £ euro ¥100 % of GDP 

2001 2002 Oct 3rd year 20014 
Australia + 1.5 Aug - 99 Q - 2.9 - 3.2 68.7 73.0 2.01 1.86 2.97 1.85 1.67 0.1 
Austria - 53 Jun - 47 Jul - 2.6 - 2.5 100.4 99.2 15.0 15.8 22.1 13.8 12.4 -0.6 
Belgium + 10.6 Jul + 89 Jun + 4.1 + 43 99.4 97.7 43.8 46.2 64.7 40.3 36.3 0.7 
Britain - 45.9 Jul - 19.2 2 - 19 - 2.4 106.4 108.0 0.68 0.69 - 0.62 0.56 1.2 
Canada + 47.4 Jul + 25.5 M2 + 2.6 + 1.9 76.4 79.7 1.57 1.50 2.32 1.44 1.30 2.6 
Denmark + 68 Jul + 4.6 Jul +18 + 1.7 103.3 99.9 8.08 8.54 11.9 7.44 # 6,69 2.9 
France + 0.2 Jul + 17.4 Jul + 1.5 +15 102.0 100.2 7.13 7.52 10.5 6.56 5.90 -0.5 
+ 59.2 Jul - 21.3 Jul -1.0 - 0.9 99.1 96.7 2.12 2.24 3.14 1.96 1.76 -1.7 
Ita + 3.6 Jun - 3.8 Jun - 0.3 - 0.2 72.8 71.5 2,103 2,219 3,106 1,936 1,742 -1.3 
Ja + 84.3 Jul +92.5 Jul + 2.0 +19 138.2 155.0 121 109 178 111 - -6.3 

Netherlands + 18.6 Jul + 13.7 M + 4.0 +41 98.4 96.4 2.39 2.53 $55 - 2.26 1.98 oa 
Spain =- 38.3 Jul - 16.6 Jun - 2.7 = 2.7 74.5 73.2 181 191 267 166 150 nil 
Sweden + 12.1 Aug + 5.2 Jul +19 + 2.1 71.8 80.4 10.62 9.81 15.7 9.78 8.80 3.6 
Switzerland + 0.5 Aug + 27.0 Q? +10.6 +10.5 111.9 106.8 1.61 1.74 2.38 1,48 1.33 na 

Gaata 0AM | 6460  -42 -40  . Ws 5. o o = A G82 O88 #21 


Euro area + 7.1 Jul - 29.4 Jul - 0.3 = 0.2 79.8 76.3 1.09 1.15 1.60 - 0.90 -0.6 
*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 1990-100, Bank of England. OECD estimate. 


aa Emerging-market indicators 


Overview 


India’s real Gop rose at an unexpectedly 
strong rate of 4.4% in the year to the second 
quarter. But weakness in service industries 
points to a possible fall-off in India’s short- 
term growth prospects. Indian consumer 
prices rose by 5.2% in the year to August, up 
from 4.0% in July. 


Inflation is also creeping up in Indonesia, 
where consumer prices rose by 13.0% in the 
year to September, up from 12.2% in the pre- 
vious month. 


Industrial production in the Philippines fell 
by 2.1% in the year to July. The Manila stock- 
market fell to a three-year low. 


The Hong Kong Monetary Authority cut base 
interest rates by halfa point, matching 
America’s cut. The Hong Kong dollar has 
been pegged to America’s since 1983. 


Although East Asian countries still boast 
high savings rates, the figures have 
slipped since the heady mid-1990s. 
Latin American countries’ traditionally 
lower savings rates have also fallen, 
with the exception of Mexico. Some 
countries in our chart, notably those in 
Central and Eastern Europe, are saving 
more of their Gop. Russia's savings rate 
for 2001 is five percentage points above 
its 1995 level. 

as % of GDP 
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Economy 
% change on year earlier Latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves” 
roduction rices balance account $bn, latest 
China +78 0 + 8.1 Aug +1.0 Awg +18.8 Aug +20.5 2000 183.9 Jun 
Hong Kong +0.5 a2 -01 a -1.1 Aug -12.0 Aug +82 a 113.7 Aug 
India +44 Q +26 Jul +5.2 Aug -55 JW -23 M 42.5 Aug 
Indonesia +35 a2 +7.5 a +13.0 Sep +24.8 Aug +63 Qi 28.2 Jul 
Malaysia + 0.5 a2 - 5.9 Jul + 1.3 Aug +15:7 Aug +74 M 26.9 Jul 
Philippines +33 @ -2.1 Jul +6.3 Aw +45 Jul +78 May 12.6 Jun 
Singapore -0.9 Q2 -214 Aug + 0.7 Aug + 4.2 Aug +22.6 02 74.4 Jun 
South Korea + 2.7 Q2 -5.9 Jul +47 Aug +11.5 Sep +13.3 Jul 97.0 Jl 
Taiwan -24 Q - 8.2 Aug + 0.4 Aug +13.8 Aug +14.1 Q2 110.1 Jul 
Thailand + 1.9 Q +21 Jul + 1.4 Sep + 2.9 Aug + 6.7 Aug 31.2 Jul 
Argentina -0.5 a - 5.6 Aug - 1.2 Aug +26 Ju -84 2 16.7 Jul 
Brazil +0.8 a2 + 0.8 Jul + 7.3 Aug -1.1 Awg -27.1 Aug 355 Jul 
Chile +3.4 02 + 1.7 Aug + 3.8 Aug +15 Aug -16 02 14.5 Jul 
Colombia +16 a2 + 0.5 Jul + 8.0 Aug +0.9 Jui -07 Qi 9.5 Jul 
Mexico mt a  =3.3) Jul + 5.9 Aug -9.5 Aug -17.5 Q2 40.8 Jul 
Peru - 0.8 Jul - 3.3 Jul + 0.9 Sep -0.2 Ww -14 @ 8.4 Jun 
Venezuela + 2.9 Q2 na +12.9 Aug +15.6 a2t +11.1 0 10.6 Jul 
Egypt + 6.5 2000} + 9.4 2000! +22 Jul -99 à -02 QO: 12.9 May 
Israel +14 Q = 5.8 Jl +17 Aw -7.3 Aug -12.1 M 24.2 Aug 
South Africa +25 a + 1.0 Jul + 4.6 Aug +4.3 Aug +04 a 6.1 Jul 
Turkey -9.3 Q2 -11.2 Jul +61.8 Sep -19.3 Ju -3.1 Jul 17.2 Jul 
Czech Republic +3.9 02 + 9.3 Jul +55 Aug -35 Aug -21 G2 13.4 Aug 
Hungary +40 a2 - 0.8 Jul + 8.7 Aug — 2.3 Aug - 1.4 Aug 12.0 Aug _ 
Poland + 0.9 a +07 wg _ +51 Ang -9.6 Awg -62 Aug 270 M 
Russia +51 a2 + 5.1 Aug +20.9 Aug +58.4 Jul +45.9 m 33.7 Aug 
*Excluding gold, except Singapore; IMF definition. tear ending June. t New series. 
Financial markets 
Currency units Interest rates  Stockmarkets _ % change on 
per $ per £ short-term Oct 3rd Dec 31st 2000 
Oct3rd yearago Oct3rd % p.a. one in local in $ 
week curren terms 
China 8.28 8.28 12.2 na 1,844,3 -0.2 -15.9 -15.9 
Hong Kong 780 7.79 11,5 2.37 9,897.1 +5.6 -34.4  -34.4 
India 47.9 46.1 70.7 7.00 2,755.0 43.3 -30.6 -32.4 
Indonesia 9,905 8,815 14,627 17.90 371.5 -7.4 -10.8 -12.8 
Malaysia 300 300 Soi 330 — IG -9.3 -9.3 
Phitippines 51.6 46.5 76.2 12.88 1,089.3 -4.8 -27.1 -29.4 
Singapore 1.78 1.75 2.63 1.75 1, 335. 3 +4.5 -30.7 -32.4 
South Korea 1,304 1,120 1,926 4.42 479.7 +144 -4.9 -7.8 
Taiwan 34.6 31.3 51.0 310... 3445.3 -49 -J4 -W5 
Thailand 44.7 427 66.0 3.00 276.1 +0.2 +2.6 -0.4 
Argentina 1.00 1.00 1.48 11.20 214.6 -12.3 -48.5 -48.6 
Brazil 2.73 1.85 4.03 19.10 10,233.3 +2.3 -34.4 -53.1 
Chile 698 561 1,031 104° — 5,014.5 rY +30 -15.3 
Colombia 2,337 2,198 3,452 11.96 CS RO na na 
Mexico 9,52 9,42 14.1 a 5,407.5 +1.6 A3 =A 
Peru = 3.48 3.50 5.1 5.65 1,197.2 -1.9 -0.9 +0.4 
Venezuela Ts. Oi 2006 1800 7,026.6 +08. +34 -25 
Egypt 4.26 3.69 6.28 878 5,494.6 -3.6 -28.3 -34.5 
Israel 4.37 4.04 6.45 4.47 3559's 0.7: -28.0  ~-33.4 
South Africa 9.32 7.24 38: 6590 CA esl -1.0 -19.6 
Turkey 1,587,000 669,035 2,343,523 57.00 7,669.9 Te -W7 -7 
Czech Republic 36.5 40.9 54.0 5.34 334.7 -0.7 -30.1 -28.0 
Hungary 280 302 413 10.90 6,294.1 +3.6 -19.8 -19.1 
Poland 418 456 617 14.39 1156046 -2i -35.2 -35.9 
Russia 29.5 27.9 43.6 25.00 © 1742 -1.5 +25.2 421.6 
EMF(MSCI)t 1.00 1.00 1.48 na 247.1 -0.2 ma -26.0 
EMBI+ 1.00 1.00 1.48 na 199.4 HAS -M -1.2 


*Inflation adjusted. ln $ terms. Emerging Markets Free. $J.P. Morgan Chase's Emerging Markets Bond Index Plus. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; Economist Intelligence Unit; Reuters; 


Warburg Dillon Read; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank 
Leumi Le-Israel; Standard Bank Group; Garant? Bank; Deutsche Bank; Russian Economic Trends. 


Data on more countries are available to subscribers on www.economist.com 





srprise software trom Microsoft lets you breathe new life into the systems you nave The need 
to keep up with change is real. Unfortunately, dealing with this reality by starting from scratch will cost 
you not only time, but also money. Well, maybe what you need isn't a whole new system, just more flexible 
software. The Microsoft® Windows® 2000 Server family and Microsoft®.NET Enterprise Servers breathe new 
life into legacy systems by making it possible to easily integrate with other systems, while also adding improved 
functionality to everything you do. So as your business grows and changes, your systems do the same-quickly 
and easily-all the while protecting your existing investments. Now that’s impressive. To learn how to add 
new life to your existing technology, visit www.microsoft.com/asia/agility Software for the Agile Business 
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